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Connoisseur's  Guide:  Great  Art  Thefts 

Art  theft  is  big  business.  According  to  the 
latest  statistics  from  Interpol,  somewhere 
between  $4  billion  and  $6  billion  in  art  is 
stolen  each  year.  One  of  the  largest  hauls? 
The  140  pieces  of  Mayan,  Aztec,  Zapotec 
and  Mixtec  art  lifted  from  Mexico  City's 
National  Museum  of  Anthropology  on 
Christmas  Eve,  1985.  Most  of  the  objects 
were  eventually  recovered,  but  the  mu- 
seum's curator  estimated  that  one  piece 
alone — a  monkey-shaped  vase — could 
have  fetched  more  than  $20  million  on 
the  open  market,  if  a  buyer  could  have 
been  found. 

The  Mexico  City  theft  is  typical  of 
modern  heists  in  that  most  stolen  works 
of  art  are  eventually  recovered  (often  with 
impressive  speed).  But  sadly,  some  master- 
pieces disappear  forever  into  the  labyrinthine  world  of  the  underground 
art  market.  Rembrandt's  "Storm  on  the  Sea  of  Galilee"  and  Renoir's 
"Young  Parisian"  are  among  those  that  still  remain  missing.  Point  your 
browser  to  www.forbes.com/arttheft  for  Forbes.com's  exclusive  guide  to 
the  top  ten  postwar  art  heists.  — Anthony  Haden-Guest 

Connoisseur  s  Guides  are  a  regular  feature  of Forbes.com  Lifestyle. 
www.forbes.com/lifestyle 


Adrift:  Rembrandt's  "Storm  on  the 
Sea  of  Galilee." 
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We  believe  a  $225  billion 

industry  deserves  a  name 


1)  Devices  -  digital  cameras,  high-speed  scanners, 
and  core  product  innovations,  like  the  world's  first 
16-megapixel  CCD,  and  OLED  display  technology  that's 
brighter,  lighter,  and  uses  less  power  than  LCDs. 

2)  Services  and  Media  -  online  image  services, 
workflow  management,  papers,  pigments,  films, 
and  document  preservation  and  archiving. 

3)  Infrastructure  -  image  networks,  storage,  imaging 
software,  wireless  imaging  protocols. 

To  date,  Kodak  is  one  the  few  companies  investing 
in  all  three  key  areas  of  the  infoimaging  ecosystem. 
In  the  last  year  alone,  we've  secured  876  patents  on 
technologies  and  processes  relevant  to  its  future. 
According  to  Future  Image  analysts  writing  in  the 
February  13  issue  of  Red  Herring,  visual 
communication  is  the  next  megatrend. 

To  see  how  infoimaging  can  benefit  your  business, 
and  how  you  can  maximize  the  image  assets  you 
already  have,  visit  www.kodak.com 


©Kodak 


FO  IMAGING 

r 

It's  a  simple  fact  that  pictures  are  the  soul  of 
communication  in  the  information  economy.  Without 
pictures,  the  Internet  would  have  remained  an 
academic  curiosity.  There  would  be  no  e-commerce, 
no  telemedicine,  no  satellite  mapping. 

Infoimaging  represents  the  convergence  of 
traditional  information  and  imaging  technologies, 
rapidly  increasing  bandwidth,  and  imaging 
innovations.  You  know  most  of  the  players 
already  -  IBM,  HP,  Microsoft,  Kodak,  Sony,  Canon, 
Epson.  Together,  these  companies  have  created  a 
category  we  call  infoimaging.  It  already  represents 
$225  billion  in  annual  revenues,  with  no  end  of 
growth  in  sight.  Kodak's  annual  sales  will  come 
from  three  key  growth  areas: 
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Yes,  we  have  a  new  name. 

But,  more  importantly,  we  have  become  an  even 
more  powerful  ally  for  investors,  providing  them  with 
personalized  investment  service. 

PaineWebber's  success  has  been  built  on 
relationships. 

By  taking  the  time  to  understand  your  needs  and 
goals,  our  Financial  Advisors  can  help  you  make 
investment  decisions  that  are  customized  for  you- 
not  you  and  10,000  other  investors. 

As  UBS  PaineWebber,  we  are  more  eguipped  than 
ever  to  make  that  relationship  even  more  powerful. 

Why  is  this  union  between  UBS  and  PaineWebber 
destined  to  work? 

Because  we  are,  at  heart,  two  complementary 
organizations.  Like  us,  UBS-one  of  the  world's 


premier  financial  services  firms,  based  in 
Switzerland-has  always  placed  the  highest 
value  on  the  bonds  between  Financial  Advise 
and  clients. 

We  both  have  recognized  reputations  for  be 
prudent  managers  of  our  own  capital-and  that  c 
our  clients. 

And  we  both  believe  that  you  build  busir 
by  being  great  collaborators. 

In  essence:  Our  name  may  be  changing, 
but  our  relationship-based  philosophy  isn't. 

Organizationally,  we  are  now  a  part  of 
UBS  Warburg,  a  division  of  UBS  recognized  a 
a  world  leader  in  research. 

What  does  this  mean  to  our  clients  and 
Financial  Advisors? 


©  2001  UBS  PaineWebber  Inc.  All  rights  reserved.  Member  SIPC. 


different?) 


They  will  now  access  research  from  UBS 
urg,  whose  presence  extends  to  six  of  the 
's  seven  continents.  Analysts  from  PaineWebber 
now  joined  the  UBS  Warburg  team,  increasing 
oster  of  analysts  from  60  to  600,  covering 
:  0  companies. 

As  well,  UBS  PaineWebber  clients  will  benefit 
:  an  abundance  of  new  products  and  services, 
ding  access  to  UBS  Warburg's  expertise  in  global 
rities,  structured  risk  management  products  and 
gn  exchange. 

Over  the  last  two  decades,  a  hallmark  of 
BWebber's  success  has  been  our  thematic 
oach  to  investing,  conceived  and  driven  by  our 
anked  Investment  Strategy  Group.  They,  too,  will 
operate  under  the  UBS  Warburg  banner. 


For  our  Financial  Advisors  and  clients,  this 
news  has  very  positive  implications. 

It  not  only  underscores  UBS  PaineWebber's 
continued  commitment  to  the  long-term  value  of 
research  excellence-it  signifies  the  dramatic  new 
breadth  of  insight  our  Financial  Advisors  and  clients 
have  access  to. 

New  resources.  New  capabilities.  New  strength. 
All  flowing  into  what  is  the  lifeblood  of  our  new 
company-the  relationships  between  each  individual 
client  and  their  Financial  Advisor. 

Yes,  our  name  is  now  UBS  PaineWebber. 

But  the  real  evidence  of  change  will  emerge  in  the 
powerful  new  ways  we  can  earn  more  "thank  you's" 
from  investors  who  seek  personalized  investment 
solutions. 


to  stay  there. 


For  nearly  a  century,  CIT  has  demonstrated  the  financial 
strength  and  balance  that  has  allowed  us  to  grow  into  one  of  the 
most  respected  financial  organizations  in  the  world. 

With  over  50  billion  dollars  in  managed  assets  and 
leadership  positions  across  a  wide  array  of  industries,  from 
Aerospace  and  Healthcare  to  Technology  and  Construction,  our 
focus  is  fixed  firmly  on  the  future. 

Today,  with  new  and  expanded  capabilities,  we  continue 
to  build  upon  a  tradition  of  providing  innovative  solutions  for  a 
growing  family  of  customers. 

Because  helping  our  customers  reach  their  goals  is  how  we 
continue  to  reach  ours. 

Discover  why  today's  business  leaders  put  their  trust 
in  today's  financing  leader. 


CI  .com 


The  A  C  U  r  a  3.5RL.  Have  a  heart.  Not  everyone  gets  to  drive  a  car  this  nice.  So  try  not  to  gloat  c 
your  Acura/Bose9  Music  System  with  6-disc  CD  changer  or  automatic  climate  control.  And  bragging  about 


"ular  3.5-liter  V- 6  engine  or  sophisticated  Vehicle  Stability  Assist  system  won't  win  you  any  points 
r.  Remember,  on  occasion,  moan  and  groan  with  everybody  else.  It's  good  management. 


INDEX  Companies  and  Names 


Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  or  name  appears.  Individuals'  names  are  in  bold  type. 


A,  B,C 

Abbott 

Laboratories,  52 
Abraham,  Spencer,  53 

Acer,  64 

Adelson,  Jay,  1 29 

Advanced  Micro 

Devices,  126 
Agere  Systems,  144,  146 
Akamai 

Technologies,  54 
Aladdin  hotel,  58 
Alcatel,  32 

Alexander,  James,  1 26 
Allaire,  Paul  A.,  30 
Allen,  Paul,  144 
Altman,  Edward,  138 
Altman,  Jeffrey,  138 
Altus  Biologies,  80 
Amazon,  51,87 
America  Movil,  142 
American  Airlines,  60 
Anderson,  Roger,  1 1 0 
Angelo,  Gordon,  138 
AOL,  20, 36,  124,  130 
Apple,  51, 64,  164 
Arco,  110 
AT&T,  20,  130,  144 
Auriemma,  Michael,  77 
Aurora  Biosciences,  80 
Automated  Telephone 

Managment  Systems,  82 
BAIGlobal,  77 
Baker,  Julius,  168 
Baker,  Ruth,  168 
Bala,  Susan,  90 
Ballmer,  Steven  A.,  24 
Bally  Manufacturing,  72 
Bard,  Paul,  146 
Barrett,  Craig,  64 
Battery  Ventures,  54 
Beall,  Robert,  80 
Bear  Stearns,  162~ 
Benedetti, 

Evangeline,  168 


Bergonzi,  Albert,  82 
Berry,  David  S.,  77 
Berube,  Paul,  90 
Bezos,  Jeff,  51 
Bible,  Geoffrey,  30 
Bingley,  Russell  C.,  24 
Black,  Leon,  138 
Blair,  Tony,  49 
Blakely,  Sara,  120 
Boeing,  1 10 
Boies,  David,  90 
Bollenbach,  Stephen,  72 
Bowlin,  John,  30 
Bowman,  Edward,  1 38 
BP  Amoco,  110 
Bristol-Myers  Squibb,  52 
Browne,  John,  110 
Buelter,  H.  Tom,  144 
Burgess,  L.  Clayton,  76 
Bush,  George  W.,  39, 

40,51,60,  170 
Caesars  Palace,  58 
Caldwell,  Leslie  R.,  82 
Canary  Wharf,  162 
Canion,Rod,  124 
Capital  One  Financial,  77 
(.  Casablanca  Clothier,  58 
Cerberus  Partners,  138 
Chanin  Capital 

Partners,  138 
Chao,  Allen,  52 
Charter 

Communications,  144 
Chavez,  Hugo,  142 
Chevron,  1 10 
Chiron,  80 

Chodorow,  Stanley,  124 

Cisco,  32,  129 
Citigroup,  77 
Clancy,  Tom,  30 
Clark,  Adrian,  110 
Clinton,  Bill,  24, 40,  49 
Cogent 

Communications,  1 29 
Collins,  Cheryl  A.,  24 


Columbia  TriStar,  170 
Comcast,  144 
Compaq,  64,  130,  164 
Computer  Sciences,  144 
Gonsumer  Safety 

Technology,  170 
Contran,  30 
S.G.  Cowen,  144 
Crane,  Phil,  51 
Crane,  Terry,  124 
Credit  Suisse  First 

Boston,  138,  144 
Crews,  Clyde  Wayne,  36 
Crosspoint  Venture 

Partners,  54 
Cummis,  Clive,  72 

D.E.F 

DaimlerChrysler,  68 
Data  General,  82 
Davies,  Ronald,  82 
Dawson,  Daniel,  126 

Dell,  64 

Delta  Air  Lines,  60 
Dennis,  Geoffrey,  142 
Dessauer  &  Mclntyre,  72 
Dicke,  Michael,  82 
Walt  Disney,  24 
Ditzel,  David,  126 
Dow  Chemical,  126 
Dragon,  Randy,  124 
Dudleston,  William,  170 
Dynegy,  32 
Eagle  Computer,  51 
Ebrary.com,  124 
A.G.  Edwards,  87 
Efficient  Networks,  32 
Electronic  Data 
Systems,  144 
EMC,  82 
Enron, 124 
Equinix,  129 
Ericsson,  130 
Etoys,  54 
ExxonMobil,  110 
Fairbank,  Richard,  77 


Fama,  Eugene,  161 

Farallon  Partners,  138 
Farber,  Gary,  144 
Farrar,  Straus  and 

Giroux,  40 
Feinberg,  Stephen,  138 
Fidelity  Capital  & 

Income,  138 
First  Union 

Securities,  146 
First  USA,  77 
Flextronics,  64 
Ford,  68 

Fortgang,  Chaim,  1 38 

Foundry  Networks,  54 
Franklin  Mutual 

Advisors,  138 
Fraumann,  Laura,  1 29 
Freighdiner,  68 
French,  Kenneth,  1 6 1 
Fujitsu,  64 

G,  H,  I 


Gabelli,  144 
Gabelli,  Mario,  68 
Galinak,  Martin,  24 
Gallagher,  Kevin,  129 
Gallagher,  Michael,  76 
Gallagher,  Thomas,  72 
Gantz,  Wilbur,  80 
Gartner,  130 
Gates,  Bill,  80 
Gates,  Melinda,  80 
Gateway,  64 
GE  Capital  Europe,  58 
GE,  30 

Gelsinger,  Patrick,  1 26 

Genzyme,  80 
Gilbertson,  Jay,  82 
Giuliani,  Rudolph,  121 

GlaxoSmithKline,  30, 56 
GoAmerica,  130 
Golden,  Jack  E.,  110 

Goldman  Sachs,  68, 
138,  146,  1-62,  164 
Google,  51 


Gore,  Al,  40 

Green  Street  Advisors, 
Griffin,  Merv,  72 
Grossman,  Marc,  72 
Grove,  Andy,  1 10 
Grupo  Televisa,  142 
Gunlocke,  170 

Hahn,  Buddie  J.,  76 

Handspring,  130 

Harris,  Timothy,  124 

Hastert,  Denny,  5 1 

Heidrick  &  Struggles,  1 

Helii,  Carlos  Slim,  1 42 

HevesLAlan,  121 

Hewlett-Packard, 
64,  130 

Highland  Mills,  120 

Tommy  Hilfiger,  58 

Hilton  Hotels,  72 

Hilton,  Barron,  72 

Hitachi,  126 

Holt,  Barbara,  24 

Honeywell,  30 

Home,  John,  68 

Huntingdon  Life 
Sciences,  56 

Hurwitz,  Charles,  53 

Hybrid  Networks,  82 

IBM,  51, 64,  126 

Icahn,  Carl,  138 

Ikon  Office  Solutions,  8 

Incep  Technologies,  12( 

Inologic,  80 

Inspire 
Pharmaceuticals,  80 

Instinet,  146 

Institutional  Venture 
Partners,  54 

Intel,  64,  110,  126 

Investment  Manage- 
ment Associates,  24 

Lord  Irvine,  49 

Isonics,  126 

Ivax,  52 


Forbes  is  published  biweekly,  with  four  special  issues  spring,  summer,  fall  and  winter  with  a  special  issue  in  May,  and  an  additional  issue  the  second  week  of  October.  Subscriptions:  U.S.A.,  one  y 
$59.95.  Canada,  one  year,  C$89.95  (includes  GST).  Forbes  Subscriber  Service:  To  order,  change  address  or  other  customer  service,  call  1-800-888-9896  (U.S.A.  and  Canada),  e-mail  us 

subscriber@forbes.com,  visit  us  online  at  www.forbes.com  or  write  Forbes  Subscriber  Service,  P.O.  Box  547 1 ,  Harlan,  LA  5 1 593-097 1 . 

Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance  Center  (CCC),  222  Rosewood  Dr.,  Danvers,  MA  01923, 
to  photocopy  articles  owned  by  Forbes  for  a  flat  fee  of  $1 .50  per  copy  per  article.  Send  payment  to  the  CCC  stating  the  ISSN  (0015  6914),  volume,  and  first  and  last  page  number  of  each  i 
tide  copied.  Copying  for  other  than  personal  use  or  internal  reference,  or  of  articles  or  columns  not  owned  by  Forbes  without  express  permission  of  Forbes  or  the  copyright  owner  is  ex- 
pressly prohibited. 

To  purchase  back  issues  of  Forbes  Magazine,  call  1-800-544-6748.  To  order  reprints:  call  212-620-2399  or  fax  212-206-51 18  ore-mail  reprints@forbes.com 
(minimum  order  500);  to  request  permission  to  republish  an  article  call  212-620-1819  or  fax  212-206-51 18.  Reprints  reproduced  by  others  are  not  authorized. 


16     FORBES"  April  2,  2001 


Our  process  to  reduce  sulfur  in  gasoline 
helps  those  who  don't  even  drive. 


ulfur  is  a  naturally  occurring  element  in  gasoline 
nd  contributes  to  air  pollution.  But  until 
scently,  the  methods  used  to  remove 
alfur  from  gasoline  weren't  very  efficient.  So 
hillips  is  developing  a  new  process  that 
amoves  more  than  90%  of  the  sulfur  in 
tandard  gasoline  without  significant  loss  of 


octane  or  volume.  Its  an  innovation  that  will 
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improve  air  quality  and  meet  proposed 
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SIDE  LINES 


Law  for  Sale  Little  Delaware  has  quite  a  racket  going.  I 
in  the  business  of  selling  corporation  law — rules  on  sha 
holder  rights,  mergers,  dividend  policies  and  so  on— to  1 
citizens  of  the  other  49  states.  On  a  budget  of  $9  million  t 
Delaware  Division  of 
Corporations  takes  in 
$532  million  in  franchise 
and  filing  fees,  yielding 
an  exuberant  98%  profit 
margin. 

For  the  better  part  of 
a  century  this  extraterri- 
torial reach  of  corpora- 
tion law  has  caused  much 
hand-wringing  by  com- 
mentators. Won't  states 
compete  in  ways  to  favor 
management  at  the  ex- 
pense of  the  small  shareholder?  Won't  there  be  a  "search  i 
the  bottom"? 

I  have  a  contrary  view.  States  compete,  but  in  a  way  tr 
benefits  investors.  If  Delaware  really  turned  its  statute  boc 
into  a  loot-a-rama  of  the  sort  seen  in  Russia,  then  corpoi 
tions  domiciled  there — or  incorporated  under  terms  th 
would  permit  them  to  move  their  domicile  to  Delaware 
would  be  unable  to  sell  securities.  In  fact,  Delaware's  legist 
tors  and  judges  have  brought  a  model  of  stability  and  fa 
ness  to  corporate  governance. 

Let's  have  more  of  the  same.  Imagine  that  states  h 
extraterritorial  reach  in  laws  relating  to  product  liability, 
those  elements  of  securities  regulation  now  controlled 
the  federal  government,  to  life  insurance  and  to  usury,  ai 
that  the  states  had  to  compete  for  your  business.  Let  / 
abama  award  $4  million  for  a  scratch  on  a  BMW,  but 
the  price  of  the  car  reflect  that  risk — and  let  the  car  buy 
and  the  car  dealer,  wherever  they  are  located,  opt  for  t 
different  laws  offered  by,  say,  Michigan.  California  wou 
probably  enact  a  securities  law  enabling  its  lawyers  to  g 
rich  off  every  jitter  in  a  stock's  price.  So  be  it,  but  I  want  t 
freedom  to  invest  under  the  laws  of  New  York  instead. 

In  an  essay  on  page  36  Clyde  Wayne  Crews  of  the  Ca 
Institute  suggests  dispensing  with  federal  regulation  of  tl 
Internet  and  replacing  it  with  competing  regulatory  regimi 
privately  owned.  You  could  choose  the  laws  of  AOL  or  tl 
laws  of  AT&T.  Do  you  think  that  would  work?  Send  cor 
ments  to  editor@forbes.com  and  include  "choice"  in  tl 
subject  field  of  your  e-mail 
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imagine 

capturing 

the  power  of  all  your  networks 

in  one  Net. 

The  Net,  with  all  its  complexities  and  potential,  has  companies  struggling  to  change.  Struggling  to  make 
intranets,  extranets,  the  Internet  and  multiple  software  platforms  work  together.  Well  now,  with  Net  services 
software  from  Novell,  they  can  all  perform  as  one  Net.  So  employees,  partners,  suppliers  and  customers 
will  have  the  freedom  to  connect — securely  and  reliably.  And  companies  will  have  the  power  to  change 
their  eBusiness  as  fast  as  the  Net  economy.  Learn  how  to  capture  the  power  of  one  Net  at  www.noveIl.com 

Novell 

the  power  to  chaNge 


©  Copyright  2001  Novell,  Inc.  All  rights  reserved.  Novell  is  a  registered  trademark  and  the  power  to  change  is  a  trademark  of  Novell.  Inc..  in  the  United  States  and  other  countries 
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Taxing  Testimonies 

I  enjoyed  reading  "Are  You 
a  Chump?"  ( Mar.  5,  p.  122) 
even  though  my  blood  is 
boiling.  I'm  a  CPA  who  files 
honest  returns  for  myself 
and  encourages  honesty  in 
my  clients.  I'm  constantly 


surprised  by  the  level  of 

dishonesty  some  people  are  willing  to  accept  in  themselves  when  it  comes 
paying  taxes.  Yet  these  same  people  are  outraged  at  Bill  Clinton's  actions. 

Honesty  is  what  we  do  when  no  one  is  looking.  The  IRS  may  not  ha' 
time  to  investigate  each  of  us,  but  does  that  mean  we  should  sink  to  ne 
lows  in  our  integrity?  Some  of  the  same  people  who  are  concerned  aboi 
their  children  being  subjected  to  a  society  of  low  moral  values  are  cheatir 
on  their  tax  returns.  The  fact  that  I  lose  business  to  dishonest  people  bothe 
me  less  than  the  fact  that  I  pay  increased  taxes  because  I  must  cover  the  t; 
bill  for  those  who  are  not  paying  their  fair  share. 

CHERYL  A.  COLLIN 
Newport  Beach,  Cah 

I  was  extremely  disappointed  to  see  "Are  You  a  Chump?"  Your  represent; 
tion  of  American  society  states  that,  "You  are  surrounded  by  tax  evader 
Your  neighbor  has  her  nanny  off  the  books  to  avoid  payroll  taxes.  Yoi 
friend  the  small-business  owner  has  company  employees  doing  work  at  h 
house.  Your  brother-in-law  writes  off  a  family  dinner  as  a  business  expense 
I  believe  that  most  Americans  are  honest  citizens  who  use  the  current  ta 
code  to  their  advantage  in  a  legal  fashion.  America  doesn't  need  articles  lil< 
yours  to  make  them  feel  bad  about  doing  the  right  thing.  Maybe  if  someor 
started  to  promote  honesty  and  integrity  and  wrote  articles  with  a  bias  tc 
ward  a  positive  approach,  this  country  could  rise  to  new  heights.  As  long  i 
we  are  [adept]  in  all  the  dishonest  alternatives,  we  will  go  nowhere. 

MARTIN  A.  GALINA 
Flemington,  N. 

The  headline  on  your  Mar.  5  issue  ["How  to  Cheat  on  Your  Taxes"]  is  die 
gusting.  How  would  I  explain  to  my  8-year-old  granddaughter  why  FORBE 
is  advocating  cheating  on  taxes?  I  know  what  you  are  going  to  say:  "Read  th 
article — it  is  not  about  advocating  cheating,  it's  about  people  who  cheat. 
That  is  no  excuse  for  your  blatant  appeal  on  the  cover  to  one  of  humanity 
worst  passions:  greed. 

BARBARA  HOL 
Albuquerque,  N.m 
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Number  Cruncher 

I  analyzed  the  accounting  at  Ortho- 
dontic Centers  of  America  before  my 
company  bought  80,000  shares  ("Brace 
Yourself,"  Mar.  5,  p.  76).  I  simulated 
OCA's  actual  cash  inflows  and  the  in- 
flows based  on  OCA's  revenue  recogni- 
tion at  different  growth  rates.  Even  at 


high  growth  rates  (25%  to  30%  a  ye 
the  discrepancy  between  actual  ; 
recorded  cash  inflows  was  not  very  s 
stantial  (though  there  was  some). 

The  larger  issue  would  have  bee 
OCA  recorded  revenues  up  front  t 
they  couldn't  collect,  which  is  not 
case.  OCA's  bad  debt  has  been  con 
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Put  your  portfolio  of  mutual  funds  on  autopilot. 


If  managing  your  investments 
has  become  a  full-time  job, 
Fidelity  offers  a  solution:  the 
Fidelity  FundsManager  Program^1 
Basically,  our  team  of  experts 
will  manage  a  model  portfolio 
of  mutual  funds  for  you,  making 
the  necessary  investment  deci- 
sions to  help  you  pursue  your  goals 


and  objectives.  So  now  if  you  don't 
have  the  time  or  the  desire  to  invest 
on  your  own,  you  can  leave  all  the 
work  to  us.  And  if  you're  going  to 
frust  anyone  with  your  portfolio 
of  funds,  who  better  than  Fidelity? 
To  enroll,  call  1-800-FIDELITY. 
Find  out  how  we  can  help  you 
see  yourself  succeeding. 


Fidelity 

FundsManager 
Program" 

Let  the  professionals  at  Fidelity  manage  your  portfolio. 

•  Tell  us  your  goals  and  objectives 

•  We  actively  manage  a  portfolio  of  mutual  funds  for  you 


Funds  from  Fidelity  and  other  families  of  funds 


Fidelity 


investments* 


1-800-FIDELiTY  Fidelity.com/pas 


olio  Advisory  ServicesSM  Fidelity  FundsManager  Program  is  a  service  of  Strategic  Advisers,  Inc.,  a  registered  investment  adviser  and 

elity  Investments  company.  Strategic  Advisers  identifies  a  model  portfolio  for  each  customer  based  on  his/her  goals,  risk  tolerance 

time  horizon.  Results  may  vary.  Certain  restrictions  apply.  This  service  provides  discretionary  money  management  for  a  fee.  125964 
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CASA  DEL  MAK 

HOTFI   BY  THE  SEA 
SANTA  MON  ICA 
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Someday,  you'll  have  to  talk 
to  your  CFO.  Even  if  you  are 
Chairman  of  the  Board. 


IIeITIesO^ 

"Compulsory  reading  for  anyone  in  the  markets."  Jim  O'Neill,  Managing  T~  r  w  r  r)  r 
Director,  Gohlinjii  Sjihi  liilcriidtiDihil.  lind  nut  more  at  unvu-.ctcxcrc.aim      1     E   y\  L    IV  L 


tently  1%  to  1.5%  a  year.  Last  year  ; 
number  declined  to  0.7%.  That's  bee 
once  the  braces  are  installed  they  ha> 
be  maintained  by  orthodontists 
about  26  months  before  being  re-no 
If  the  customer  doesn't  pay  a  bill,  t 
kid  will  wind  up  wearing  the  braces  i 
the  kid  gets  a  job  to  pay  OCA  to  take 
braces  off.  Revenue  that  OCA  recordt 
real  and  collectible. 

OCA  has  done  to  its  industry  v< 
McDonald's  did  for  the  fast  food  indu 
VITALIY  N.  KATSENEL.' 

Vice  Presto 

Investment  Management  Associ 
Green  Wood  Village,  C 

Toy  Story 

The  reason  there  is  a  Japanese  md 
media  sensation  surrounding  Yu-Gi-I 
("Son  of  Pokemon,"  Mar.  5,  p.  561 
that  the  Japanese  know  exactly  wl 
children  want.  From  this  television  srl 
there  was  a  comic  book,  then  cards,  1 1 
games,  then  game  software,  then  toy  I 
doesn't  end.  Disney  and  Warner  shol 
be  thinking  how  to  take  over  this  mail 
with  their  own  creations  instead  of  il 
ing  to  bid  for  the  North  American  rig  I 
PAUL  DALE  ROBEll 
Elk  Grove,  Ccl 

Ms.  Perfect 

I  noted  that  Martha  Stewart  Liv 
Omnimedia  stock  is  down  ("Ov 
cooked,"  Mar.  19,  p.  176),  and  I'm  v 
happy  to  see  it  that  way.  No  one  is  t 
perfect. 

AMBER  MART 
Petaluma,  Cc 

Window  View 

In  "No  More  Mr.  Bad  Guy"  (Marl 
p.  130)  Microsoft's  Steven  A.  Balln 
said,  "If  the  PC  ever  gets  boring,  it  woi 
be  because  we  let  that  happen."  Ste 
make  Windows  boring!  Make  Windc 
boring  like  my  Chevy  minivan.  Bori 
but  reliable  and  easy  to  use.  It  starts  evi 
day,  with  no  lockups  or  hidden  nonser 
RUSSELL  C.  BING1 
Chi co,  Ca 


Send  e-mail  to  readers@forbes.ee 
Letters  will  be  edited.  Please  inck 
address  and  phone  number. 


Where  on  earth  can  you  go 
for  extraordinarily  good  golf 
and  an  exceptionally  great  time? 
How  about  Sweden.  Where  you  can 
swing  a  lot  more  than  just  your 
seven  iron.  Or  Tucson.  Where  you 
can  track  a  coyote  in  the  morning 

before  tee  off  time  at  noon. 
Only  T&L  Golf  specializes  in  showing 
you  the  most  fascinating  places 
in  the  world  for  a  round  of  golf. 
Or  anything  else. 

SUBSCRIBE  TODAY. 

Just  call  toll-free 

1-800-947-7961 
Use  Code  KJFG 

Visit  us  at  www.tlgolf.com 


We've  developed  innovative  pharmaceuticals  for  the  treatment  of  allergies. 


So  that  everyone  can  have  pleasant  feei 


For  most  of  us,  enjoying  nature  is  wonderful.  But  millions  of  people  around  the  world 
experience  nature  very  differently.  They  suffer  from  allergies.  At  Aventis,  one  of  the  world's  leading  pharma- 
ceutical companies,  we  already  offer  doctors  highly  effective  treatments  for  patients  with  allergies.  We  also 
are  developing  other  new,  innovative  pharmaceuticals  in  a  number  of  therapeutic  areas  by  utilizing  our 
in-depth  know-how,  and  the  possibilities  offered  by  new  technologies. 

Aventis,  Strasbourg  (France),  is  listed  on  the  stock  exchanges  in  Paris,  Frankfurt  and  New  York  www.aventis.com 


Informer 


EDITED  BY  WILLIAM  P.  BARR 


informer@forbes.com 


Revenge  of  the  nerds? 
GE  s  Jack  Welch. 


Bureaucrats  Feel  Pain,  Too 

►  Two  weeks  before  General  Electric  boss  Jack  Welch  person- 
ally lobbied  the  European  Commission  to  green-light  his  Honey- 
well acquisition,  the  following  appeared  in  his  annual  letter  to 
GE  shareholders:  "We  cultivate  the  hatred  of  bureaucracy  in 
our  company  and  never  for  a  moment  hesitate  to  use  that 
awful  word  'hate.'  Bureaucrats  must  be  ridiculed  and  re- 
moved. They  multiply  in  organizational  layers  and  behind 
functional  walls."  Welch  went  on  and  on  like  this.  For  some 
reason  the  proud  bureaucrats  in  Brussels  decided  to  hold  up  deal 
approval  for  at  least  four  months.  — Howard  Banks 

Ever  Hear  of  Osama  Bin  Laden? 

►  The  Council  on  American-Islamic  Relations  claims  a  two-year 
campaign  against  stereotypes  forced  Paramount  Pictures  to 

change  the  villains  in  the  upcoming  film  version  of  Tom 
Clancy's  1991  thriller,  The  Sum  of  All  Fears,  from  Muslim  ter- 


rorists to  Eurotrash  neo-Nazis.  The  studio  ins 
it  shifted  only  because  thrill-seeking  audiences  : 
Nazis  more  than  Middle  East  killers  and  thus 
generate  bigger  box  office.       — Michael  Mat 

His  Bigger  Fear:  Paying  Taxes? 

►  Forbes  400  billionaire  Harold  C.  Simmons,  69,  vi 

battled  two  of  his  daughters  for  control  of  fan 
trusts,  has  more  trouble  at  home.  His  Contran  C 
is  in  U.S.  Tax  Court  fighting  to  deduct  $416,. 
spent  on  security  at  Simmons'  Dallas  residence 
argues  his  personal  safety  was  vital  to  Contra 
success  and  that  the  guards  were  an  allowa 
"working  condition  fringe  benefit."  The  feds 
they  were  nondeductible  personal  expenses.  1 
security  spat  is  part  of  a  larger  tax  dispute  seek 
$18.3  million  from  Contran.  — Janet  Nov, 

Carbon  Copies 

►  Little  noticed  amid  the  spectacular  89%  fall  in  Xerox  st( 
over  the  past  two  years  through  Feb.  28:  the  performance 
other  public  companies  whose  board  of  directors  still  inch 
Xerox  Chairman  and  Chief  Executive  Paul  A.  Allaire,  62.  All 
all  it's  not  a  very  pretty  picture.  Lucent  Technologies  dropp 
75%;  Priceline.com,  96%;  Sara  Lee,  20%;  and  GlaxoSmi 
Kline,  14%.  During  that  same  period  the  Standard  &  Poc 
500  index  rose  0. 1  %.  — Neil  Weinberg  and  W.F 

Ailing  Ale 

►  "This  is  the  summer  for  Miller,"  Philip  Morris  Chairm 
Geoffrey  Bible  declared  recently  at  a  swank  Palm  Beach  mark 
ing  do.  Added  John  Bowlin,  the  beermaker's  president,  "I  he 
everybody  got  that  message."  Conclusion  of  some  beven 
pros  present:  Miller,  struggling  to  keep  market  share,  soon  n 
be  for  sale.  No  comment  from  PM.  — Tomas  Kelh 


Cut  Tax  Rates?  Cut  Tax  Time,  Too! 


You  can  fly  across  the  Atlantic  Ocean  and  back  faster  than  the  time  the  Internal  Revenue 
Service  figures  it  takes  to  accurately  complete  some  forms  for  personal  income  tax  returns. 


-J.N. 


FORM 

NAME 

OFFICIAL  IRS  ESTIMATE 

6251 

Alternative  Minimum  Tax — Individuals 

6  hours,  0  minutes 

8834 

Qualified  Electric  Vehicle  Credit 

8  hours,  18  minutes 

8830 

Enhanced  Oil  Recovery  Credit 

9  hours,  2  minutes 

4255 

Recapture  of  Investment  Credit 

9  hours,  49  minutes 

8866 

Interest  Computation  Under  the  Look-Back  Method  for 
Property  Depreciated  Under  the  Income  Forecast  Method 

1 1  hours,  57  minutes 

6781 

Gains  and  Losses  From  Section  1256  Contracts  and  Straddles 

17  hours,  15  minutes 

8621 

Return  by  a  Shareholder  of  a  Passive  Foreign 
Investment  Company  or  Qualified  Electing  Fund 

27  hours,  3  minutes 

Source 
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There  are  some  openings 
only  an  imageRUNNER 
can  fill 


1-800-OK-CANON, 

sit  www.imagerunner.com 


Staple 
Saddle  Stitch 


Hole  Punch 


Meet  the  imageRUNNER  5000.  An  amazing 


■■■■■■■■■j"    document  production  system  that  can  output 
at  50  ppm  and  deliver  full-finishing  capabilities  right  from  the  desktop. 
A  seamless  fit  to  any  network,  this  digital  marvel  is  built  on  the  highly 
acclaimed  imageRUNNER  product  platform.  So,  put  a  fresh  coat  of  paint 
on  the  walls,  the  imageRUNNER  5000  is  headed  your  way.  At  Canon, 
we're  giving  people  the  know-how  to  realize  the 
full  power  of  the  digital  office. 


KNOW  HOW 


FOLLOW-THROUGH 


EDITED  BY  SUSAN  ADAll 
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Hisyahoo.not 


FOUR  MONTHS  AGO  WE  CELEBRATED  YAHOO'S  KILLER  AD  MACHINE,  WHICI I  OF- 
fered  instant  feedback  to  advertisers  and  enabled  Chief  Executive  Timothy  A. 
Koogle  to  charge  top  prices.  But  in  February,  along  with  the  rest  of  the  Internet 
and  media  world,  Yahoo's  ad  sales  fell  off  a  cliff.  The  Santa  Clara  Internet  portal 
lowered  its  first-quarter  revenue  estimates  by  25%,  ending  a  17-quarter  profit 
streak  by  breaking  even.  Facing  a  board  unhappy  with  his  laid-back  style,  Koogle 
is  stepping  aside.  The  new  top  Yahoo  will  be  an  outsider  charged  with  moving  the 
company  away  from  its  85%  dependence  on  ad  revenues  and  reviving  a  stock 
down  93%  from  its  high.  — Quentin  Hardy 


FEBRUARY  5,  2001 


Modem  Marriage 

WE  KNEW  THE  DIGITAL  SUBSCRIBER 
line  market  couldn't  be  as  bleak  as  Effi- 
cient Networks'  $10  stock  price  seemed 
to  suggest.  Apparently  Siemens  agreed. 


The  German  giant  announced  in  late 
February  it  would  snap  up  the  Dallas 
telecom  equipment  maker  for  $1.5  bil- 
lion, or  $23.50  a  share.  Efficient  beats 
Alcatel,  Cisco  Systems  and  Lucent  in 
the  worldwide  market  for  customer- 


FLASHBACKS 


80  YEARS  AGO  IN  FORBES/FEBRUARY  5.  1921 

Starbucks  Hasn't  Helped  While  we  all 

recognize  the  great  value  of  coffee  as  a  beverage,  I  think  we  also  deplore 
the  fact  that  in  a  majority  of  instances  in  the  home  or  in  the  restaurant 
coffee  is  so  prepared  as  to  be  lacking  in  the  delectable  flavor  and  aroma 
which  it  should  possess,  and  frequently  is  so  made  that  instead  of 
supplying  comfortable  stimulation,  if  may  be  the  source  of  minor  distur- 
bances or  even  actual  distress. 


40  YEARS  AGO  IN  FORBES/SEPTEMBER  15,  1961 

We  Warned  You  In  a  day  and  age  when  the  most  old-fashioned  Wall  Streeter  has  become 
hardened  to  fancy  price/earnings  ratios  for  so-called  "growth"  stocks,  such  rich  valuations  as  IBM's  90  times 
last  year's  earnings  hardly  rate  a  notice  any  more.  But  last  month  even  the  mystical  devotees  of  "growth"  ad- 
mitted to  being  stumped  at  what  had  happened  to  the  shares  of  Xerox  Corp.  Only  for  two  months  have  ef- 
fervescent shares  of  Xerox  been  traded  on  the  New  York  Stock  Exchange.  Last  month  alone  Xerox  shares 
bubbled  up  some  35%  to  end  at  I3IV2.  Buyers  were  thus  paying  $196  for  every  dollar  of  I960  earnings,  more 
than  $100  for  each  dollar  of  estimated  1961  net. 

Since  its  May  1999  high,  Xerox  stock  has  plunged  88%  to  a  recent  $7.  There's  no  price/earnings  ratio 
because  the  company  lost  money  last  year. 

20  YEARS  AGO  IN  FORBES/MARCH  16,  1981 

Here  We  GO  Again  Do  Reagan's  budget  and 
tax  cuts  have  a  prayer?  With  everybody  screaming  for  everybody- 
else-but-me  to  take  the  lumps,  there  is  hope,  there  is  a  prayer  that 
this  same  Everybody  will  realize  it's  all  of  us  who  stand  to  benefit 
if  the  dollar's  to  be  prevented  from  sinking  to  a  dime's  worth.  The 
prospect  of  keeping  a  bit  more  of  one's  earnings  in  a  freer  eco- 
nomic climate  that  could  be  uninflatedly  flourishing  a  year  hence 
may  be  powerful  enough  to  open  the  eyes  and  deafen  for  a  bit  the 
ears  of  our  elected. 


TIM  KOOGLE  £  >  - 
A  KILLER  AD  MACHINE— 
AND  UNLEASHING  IT  ON 
A  $200  BILLION  INOUSTRY 


premises  DSL  equipment,  such 
modems  and  routers. 

— Lynn  Co 

FEBRUARY  21,  2000 

New  York  or  Bust 

LAST  YEAR  WE  SAID  DYNEGY  WAS 
force  to  be  reckoned  with  in  the  ener 
business.  Indeed.  Earnings  at  the  Hou 
ton-based  wholesaler  are  up  210%  ov 
the  last  year.  But  12%  of  Dynegy's  ear: 
ings  come  from  California,  where  tl 
attorney  general  is  conducting  a  poli" 
cized  hunt  for  price  colluders.  Dyne; 
Chief  Executive  Charles  Watson  is  cu 
ting  his  California  exposure  by  pu 
chasing  power  plants  in  other  states  If 
New  York  and  Nevada.  The  stock  h 
rebounded  to  $52.  — L. 

OCTOBER  16. 2000 

Takeover 
Down  Under 

SOUTHCORP  LTD.,  THE  LEADER  IN  AU 
tralia's  fragmented  but  surging  wine  ii 
dustry,  would  either  acquire  a  rival  ■ 
be  swallowed  up,  we  said  last  fall.  In  la 
February  Southcorp  moved  first,  ai 
nouncing  a  $790  million  acquisition 
Rosemount  Estates,  a  family-owne 
Australian  winery.  Melbourne-base 
Southcorp  will  now  account  for  40%  j 
the  country's  burgeoning  wine  export 
Its  shares  jumped  15%  within  days. 

— Andrew  Tanz 
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TICK-T 


YOU  JUST  SHIPPED  A  HUGE  ORDER  TO  A  SLOW-PAYING  CLIENT. 

CHA-CHING 

WE'LL  HELP  YOU  GET  PAID  TOMORROW. 


;t's  talk  working  capital.  If  only  your  cash  flow  could  move  as  fast  as  the  rest  of  your  business. 
PS  Capital  can  help.  With  services  like  Next  Day  Cash,"  we  can  advance  and  deposit  funds  for 
ceivables  into  your  company's  bank  account  within  24  hours.  With  Distribution  Finance,  you 
tn  leverage  your  assets,  like  inventory,  to  meet  capital  needs.  We'll  help  you  lease  equipment, 
o.  In  short,  we  can  offer  you  fast  access  to  the  cash  you'll  need  to  grow  your  business,  so  you 
in  keep  hearing  the  sweet  sound  of  success.  Visit  upscapital.com  or  call  us  at  1-800-637-0620. 


wfffihdkMfvs  2000 

Serve*  Family 


THE  LEGENDARY  FIVE  NINES.  99.999%  RELIAE 

For  a  server  operating  system,  the  five  nines  are  a  measure  of  reliability  that  translate 
over  five  minutes  of  server  downtime  per  year*  For  your  business,  that  means  serve 
and  running  when  people  need  them.  Of  course,  rumors  of  this  99.999%  uptime  us  i\. 
under  ideal  lab  conditions.  But  where  are  these  five  nines  when  your  business  nee  t 
If  you're  using  Microsoft"  Windows5  2000  Server-based  solutions,  they  may  be  close  :H| 
think.  Today  Starbucks,  FreeMarkets  and  MortgageRamp,  an  affiliate  of  GMAC  Cc|n< 


*Thls  level  of  availability  is  dependent  on  many  factors  outside  of  the  operating  system,  including  other  hardware  and  software  technologies,  mission-critical  operational  processes  and  profe 

©  2001  Microsoft  Corporation.  All  rights  reserved  Microsoft,  Windows,  and  the  Windows  logo  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries.  Tfl 
companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


r 

Microsoft 


j  3NGER  A  MERE  URBAN  LEGEND. 

W,  are  using  Windows  2000  Server-based  systems  designed  to  deliver  99.999%  server 
•i  )f  course,  not  all  installations  require  this  level  of  reliability,  but  one  thing  is  for  sure:  The 
: '  2000  Server  family  can  help  you  get  to  the  level  of  reliability  you  need.  In  fact,  industry 
:■  Juch  as  Compaq,  Dell,  Hewlett-Packard,  IBM,  Unisys,  Stratus  and  Motorola  Computer  Group 
;  i  with  you  to  deliver  solutions  with  up  to  five  nines  uptime.  To  learn  more  about  server  solutions 
:ount  on,  visit  microsoft.com/windows2000/servers  Software  for  the  Agile  Business. 


ON  MY  MIND 

Pick  Your  Net 

Whether  you  are  buttoned-down  or  let  it 
all  hang  out,  there  can  be  a  Web  to  fit.  The 
technology  lets  the  rules  suit  the  function. 

CLYDE  WAYNE  CREWS 

DIRECTOR  OF  TECHNOLOGY  STUDIES,  CATO  INSTITUTE 

Despite  its  Wild  West  reputation,  the  Internet  has  no  short- 
age of  regulation.  There  are  rules  involving  children,  copy- 
right, domain  names  and  more.  Congress  is  looking  at  new 
privacy  and  antispam  requirements,  Internet  taxation,  gam- 
bling and  the  digital  divide.  And  the  American  Bar  Associa- 
tion, the  French  government  and  the  UN  are  pushing  global 
Internet  governance. 

How  about  more  Inter- 
nets, not  more  regulations? 

The  political  battles  are 
rooted  in  the  Internet's  no- 
body-owns-it,  common- 
property  status.  Yet  cyber- 
space is  populated  by 
exhibitionists  at  one  extreme 
and  would-be  inhabitants  of 
gated  communities  on  the 
other.  Conflicting  legislative 
aims  reveal  the  basic  truth 
that  not  everybody  wants — 
or  needs — to  be  connected 
to  everybody  else. 

Classical  economics 
identifies  something  called 
the  tragedy  of  the  commons: 
the  tendency  of  things  in 
public  hands,  or  in  nobody's 
hands,  to  be  mismanaged. 
There  is  a  preventive  measure  here:  Take  the  Internet  private 
and  split  it  up.  Eliminate  the  monopoly.  Make  way  for  pro- 
prietary "Splinternets"  where  prespecified  ground  rules  re- 
garding privacy  and  other  governance  issues  replace  regula- 
tion and  central  planning. 

Physically,  parallel  Internets  could  be  up  in  short  order. 
The  World  Wide  Web  itself  runs  mainly  on  13  root  servers 
(computers).  Other  server  and  router  hardware  is  obtainable. 
The  fiber  backbone  is  in  place — maybe  in  surplus.  And  the 
audience  and  applications  are  growing.  Already,  dedicated 
video  networks  operating  on  Internet  Protocol  are  emerging. 

The  catch  is  securing  widespread  adoption,  a  horrendous 
marketing  and  money  problem.  Some  consider  today's  root 
server  system  to  be  a  "natural  monopoly." 
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But  as  broadband  infrastructure  strategies  and  servj 
warehouses  expand,  it  becomes  conceivable  (and  probabl 
that  we  will  surf  distinct  networks  the  way  we  surf  Web  sit 
today.  At  some  point  it  will  be  hard  to  ignore  the  benefits 
tailored,  owned  networks  capable  of  harmonizing  issues  i 
privacy,  values,  access  and  participation — and,  likewise,  ea: 
to  see  the  costs  of  regulation,  endless  governance  fights  ar 
inherent  insecurity  on  a  non-owned  Internet  from  whic 
criminals  and  hackers  can't  be  excluded. 

Besides,  diverse  applications — streaming  video,  gamin 
secure  commerce  and  teleconferencing — may  benefit  froi 
separation.  The  Wireless  Application  Protocol,  a  proprietai 
means  of  aggregating  Web-based  content  on  cell  phones,  a 
ready  exists  apart  from  the  Internet.  And  popular  AOL  h; 
been  separate  for  many  years. 

While  today's  Internet  will  forge  ahead,  companies  mz 
profit  from  a  presence  on  several  networks,  on  each  maintair 

ing  different  relationships  wit 
the  other  users.  Or  they  coul 
provide  content  to  newfangle 
middlemen  who  troll  for  ir 
formation  across  network 
and  then  filter  it  according  t 
consumer  preferences.  Are  yo 
terrified  of  privacy  leaks?  Yo 
might  be  a  customer  for  an  a 
ternative  Net  in  which  bank 
hospitals  and  insurance  corr 
panies  team  up  with  an  Intel 
net  service  provider  to  pre 
duce  a  product  that  is  a 
secure  as  you  want.  You  woul 
keep  confidential  informatio 
off  the  more  hackable  com 
modity  Internet. 

While  networks  paid  fo 
by  ads  can  be  frequented  b 
people  who  don't  mind  giv 
ing  up  personal  informatior 
those  who  don't  want  to  reveal  such  data  might  use  for-fe 
networks  that  ban  mouse-click  "profiling"  by  advertisers. 

In  a  thousand  ways,  self-selecting  users,  through  con 
tracts,  could  sort  themselves  among  competing  network 
with  unique  ground  rules  and  policies.  Certain  overarchin 
issues,  such  as  encryption  policy  and  Internet  tax  policy,  wil 
apply  to  any  network.  But  consumers  and  businesses  can  stil 
organize  among  networks  rather  than  hire  a  national  nann 
in  Washington,  D.C.  to  make  all  the  rules. 

Warfare  on  the  digital  commons  invites  more  regulatioi 
and  adds  to  a  deteriorating  and  antiquated  Internet.  Splin 
tering  increases  our  options  and  wealth.  It  also  protects  ou 
rights,  which  depend  so  critically  on  the  institution  of  privat< 
property.  I 


There  are  two  paths  we  could  take  with 
the  Internet:  strangle  it  in  regulations 
or  splinter  it  and  give  people  choices. 


Man  is  of  the 

essence. 

Unashamedly  masculine:  the  Portuguese  auto- 
matic chronograph.  A  mechanical 
chronograph  with  a  self-winding  and  small  sec- 
onds hand.  Ref.  3714  in  stainless  steel, 
$5,950  (suggested  retail  price).  Also  available 
in  1 8  ct.  rose  or  white  gold. 

IWC 

Since  1868. 

3j  And  for  as  long  as  there  are  men. 


Brown  Agd. 

JEWELERS 

Roswell,  GA  (8oo)  535-0620 

To  receive  a  one  year  FREE  subscription  to  WATCH  INTERNATIONAL 
and  complete  IWC  catalog  please  call  (800)  432-9330. 


The  future  is  about  to  begin. 

IMT-2000 


NTT 

Do  Co  Mo 


Beyond  The  Mobile  Frontier 


It 


II 


We're  making  our  vision  real.' 

May  2001  will  be  a  milestone  in  the  development  of  mobile 
communications.  That's  when  we  at  NTT  DoCoMo,  Japan's 
leading  mobile  communications  operator,  will  introduce  the 
world's  first  3G  (third-generaFjon)  mobile  communications 
service  in  Japan.  It  will  be  known  as  FOMA*  and 
empowered  by  W-CDMA  (Wideband  Code  Division  Multiple 
Access),  an  IMT-2000,  3G  mobile  communications 
international  standard.  W-CDMA  will  offer  data  transmission 
at  speeds  far  superior  to  conventional  systems  and  will 
transform  the  way  people  communicate.  It  also  has  amazing 
implications  for  the  future.  FOMA  will  one  day  support 
multimedia  content  in  a  borderless  manner  and  transform 
cellular  terminals  into  powerful  interactive  tools. 
It  will  bring  people  together  around  the  world  and  enrich 
everyday  life  with  new  levels  of  convenience  and  freedom. 
At  NTT  DoCoMo  we're  working  toward  ever-higher  levels  of 
mobile  communication;  taking  our  dreams  for  a  brighter 
future  and  making  them  real. 


Keiji  Tachikawa 

President  &  CEO 
NTT  DoCoMo,  Inc. 


•FOMA  (Freedom  Of  Mobile  multimedia  Access)  is  the 
used  in  Japan  for  NTT  DoCoMo  W-CDMA  services. 


IUTT  DoCoMo,  Inc. 

www.nttdocomo.com 
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FACT  AND  COMMENT 


By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding' 


PHONY  NUMBER 


HE  WHITE  HOUSE  AND  CONGRESSIONAL  REPUBLICANS 
lould  stop  giving  tax  cut  opponents  unnecessary  ammuni- 
on  by  agreeing  that  the  President's  proposal  would  cost  $1.6 
•illion  over  ten  years.  The  number  assumes  that  tax  reduc- 
ons  do  nothing  to  stimulate  the  economy  and  that  in- 
reased  incentives  mean  not  a  penny  more  in  government 
evenues.  The  idea  is  preposterous,  similar  to  a  retailer's  be- 
eving  that  reducing  prices  doesn't  help  move  merchandise. 

Every  across-the-board  reduction  in  federal  income  tax 
ates  has  boosted  government  receipts.  Ronald  Reagan,  for 
istance,  slashed  income  tax  rates  25%  from  top  to  bottom. 
\fhen  fully  phased  in  by  1983,  this  cut  enormously  stimu- 
ited  economic  activity:  Personal  income  tax  revenues  soared 
lore  than  60%  over  the  next  seven  years. 

Critics  carp  that  the  national  debt  rose  in  the  1980s, 
pending  did  indeed  grow  faster  than  tax  receipts,  thanks  to 
.eagan's  defense  buildup — which  won  the  40-year  Cold 
Var — and  Congress'  chronic  inability  to  resist  spending 
;mptations.  Even  so,  Reagan's  tax  cuts  were  enormously 
eneficial.  The  nation  created  $  1 1  of  new  wealth  for  each  ad- 


ditional dollar  of  national  debt.  There  is  not  a  sensible  CEO 
alive  who  would  not  leap  at  that  kind  of  tradeoff. 

Why  does  Washington  persist  in  "scoring"  tax  bills  based 
on  the  absurd  notion  that  there  will  be  no  positive  feedback? 
In  part  because  our  political  culture  uses  every  possible  ex- 
cuse to  keep  and  spend  taxpayers'  money.  This  is  short- 
sighted since,  as  politicians  should  have  learned  by  now,  a  vi- 
brant economy  creates  a  gusher  of  additional  revenue. 

Now  that  Republicans  control  both  the  Treasury  Depart- 
ment and  Congress,  they  should  scrap  so-called  static  analysis 
and  substitute  "dynamic"  analysis,  which  bears  some  resem- 
blance to  the  real  world.  Incredibly,  back  in  1995,  when  the 
GOP  took  over  both  houses  of  Congress  for  the  first  time  in  40 
years,  Republicans  spurned  the  opportunity  to  reform  tax-scor- 
ing methods  at  the  Congressional  Budget  Office,  fearing  that 
brighter  revenue  estimates  would  undermine  their  efforts  to  re- 
duce spending.  Talk  about  obtuseness  and  shortsightedness. 

But  that  was  then.  Now  Republicans  should  seize  the  op- 
portunity to  put  in  place  more  realistic  methods  of  estimat- 
ing government  revenue. 


ANOTHER  THING  ABOUT  THAT  NUMBER . . . 

Even  if  it  were  real,  $1.6  trillion,  which  is  a  cumulative  ten-year  number,  is  peanuts  compared 
with  the  $120  trillion  or  so  of  goods  and  services  we'll  be  producing  over  the  same  period. 

MAKE  THE  WIN  REAL 


HE  BUSH  ADMINISTRATION  WILL  LIKELY  WIN  PASSAGE  OF 
:s  tax  cut  before  Labor  Day.  This  political  victory  could  be 
;  lort-lived,  however.  The  White  House,  having  gotten  its  tax 
ill,  will  soon  thereafter  be  on  the  receiving  end  of  voter 
/rath  over  the  slowing  economy.  In  short,  the  Administra- 
on's  current  proposal  is  too  watered  down  and  too  slowly 
based  in  to  end  the  recession  and  lay  the  foundation  for  a 
trong,  rapid  recovery.  Only  a  tiny  part  of  the  White  House 
toposal,  all  of  $5.6  billion,  will  be  made  retroactive  to  Janu- 
ry  of  this  year.  Not  until  2006  will  the  reductions  become 
ally  effective.  You  can  hear  the  Democrats'  cry  now:  "The 
ich  got  a  tax  cut,  and  the  American  people  got  a  recession." 

At  the  least,  all  of  the  tax  rate  reductions  should  become  ef- 
xtive  this  year.  Other  tax  incentives  should  be  added.  The  most 
'owerful,  of  course,  would  be  to  slash  the  capital  gains  levy  to 
5%  or  10%.  Government  revenues  would  shoot  up,  as  would 
9  le  financial  markets  and  lagging  capital  investment.  Job-creat- 
ing risk  taking  would  be  revived.  No  other  single  measure 


would  have  the  immediate  and  long-term  wallop  of  this  one. 

Other  helpful  measures  would  include  eliminating  those 
deduction  phaseouts  as  people  earn  more  (which  push  middle- 
income  earners  into  effectively  higher  tax  brackets  than  the 
statutory  ones);  liberalizing  Roth  IRAs;  eliminating  the  3% 
Spanish-American  War  federal  telephone  tax;  eliminating,  or 
seriously  alleviating,  the  alternative  minimum  tax;  and  extend- 
ing the  Internet  tax  moratorium  that  expires  in  October. 

Another  helpful  capital  creator — and  fabulous  vote  win- 
ner— would  be  to  allow  America's  44  million  mutual  fund 
shareholders  to  defer  capital  gains  taxes  until  they  actually 
sell  their  shares.  Every  year  fundholders  get  those  dreaded 
1099s  informing  them  of  capital  gains  generated  by  their 
fund  portfolios,  for  which  they  are  liable.  Thus,  a  fund  can 
be  down  in  value  and  the  shareholders  still  owe  a  tax. 

These  measures,  made  retroactive  to  Jan.  1 ,  would  rapidly 
put  the  economy  on  a  powerful  growth  track  again,  just  as 
Reagan's  much-criticized  reductions  did  in  the  1980s. 
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SEAWORTHY,  UNSEEABLE  SUPERMAN 


ONE  OF  THE  MANY  MISBEGOTTEN  DECISIONS  OF  THE  The 
Clinton/Gore  Administration  was  the  cancelation  in  1997  of  sion  of 
the  Navy's  Arsenal  Ship  program. 
This  vessel  would  be  a  superb  ve- 
hicle for  the  various  Kosovo-like 
missions  in  the  world  today — ac- 
curately applying  firepower  to 
trouble  spots  while  minimizing 
harm  to  pilots  and  civilians,  and 
perhaps  obviating  the  need  for 
ground  forces.  The  ship  would 
pack  some  500  cruise  missiles,  be 
virtually  undetectable  on  radar 
and  need  only  a  small  crew. 


The  Arsenal  Ship  would  make  our  most  ferocious  foes 
quake  in  their  blood-stained  boots. 


Bush  Administration  is  considering  a  souped-up  ve 
the  Arsenal  Ship,  the  DD-21  destroyer.  The  Whi 
House  should  revive  the  earlier  ve 
sion.  The  Arsenal  Ship  is  cheap 
than  its  snazzier  destroyer-cla 
cousin — $550  million  versus  $7! 
million  per  ship.  Its  crew  requir 
ments,  no  more  than  50,  are  a  litl 
more  than  half  those  of  the  DD-2 
The  Arsenal  Ship  would  gi' 
new  meaning  to  the  phrase  "gui 
boat  diplomacy."  Even  a  Sadda 
Hussein  or  a  future  Slobodan  Mill 
sevic  would  have  cause  for  pause 


LEAVE  IT  BE 


THERE  IS  A  MOVEMENT  AFOOT  TO  CHANGE  THE  ELECTORAL 
College.  Reformers  know  they  can't  scrap  it,  since  that  would 
take  a  constitutional  amendment.  Instead  they  are  pushing 
states  to  adopt  a  system  that  is  now  in  effect  in  Nebraska  and 
Maine,  where  one  electoral  vote  is  awarded  to  the  winner  of 
each  congressional  district  (and  the  state's  at-large-vote  winner 
receives  two  additional  electoral  votes,  corresponding  to  the 
state's  two  senators.)  In  Minnesota,  for  instance,  Gore  won  the 
state's  ten  electoral  votes.  But  Bush  carried  five  of  the  state's  eight 
congressional  districts.  Under  the  Maine-Nebraska  approach, 
Gore  would  have  received  only  five  electoral  votes  instead  of  ten. 
At  last  count  more  than  a  score  of  states  were  considering  such 
a  change.  Alas,  this  could  create  considerable  mischief. 

Advocates  argue  that  this  reform  would  encourage  a  can- 
didate to  not  ignore  an  entire  state  because  the  opponent  has 
a  wide  lead  there.  Maybe.  But  the  downside  is  enormous. 

Redisricting  battles,  bloody  enough  already  in  many  states, 
would  increase  exponentially  in  their  ferocity.  Barring  a  consti- 
tutional amendment,  there  could  be  bizarre  results,  with  some 
states  employing  the  winner-take-all  approach  and  others  the 


district  method.  Even  if  most  states  did  make  the  change,  seve 
problems  would  remain.  Had  there  been  such  a  system  in  196 
Richard  Nixon,  having  carried  more  congressional  districts  ai 
states  than  John  Kennedy,  would  have  won  the  presidency  eve 
though  he  lost  the  popular  vote.  Thus,  this  system  would  be  r 
better  than  the  current  one  in  expressing  the  people's  will. 

Such  a  "cure"  would  also  be  a  litigator's  delight  in  a  clo 
election.  Imagine  Florida-like  battles  in  scores  of  distric 
around  the  country.  In  a  tight  contest,  moreover,  this  "in 
provement"  might  delay  our  knowing  the  outcome  of  the  ele 
tion.  Because  of  convoluted  congressional  boundaries  that  d 
vide  towns  and  counties,  we  might  not  learn  which  president! 
candidate  had  won  particular  districts  for  perhaps  days  on  en 
Amazingly,  this  actually  happened  in  the  last  election.  If  ar 
change  is  made,  it  should  be  that  a  state's  presidential  winn 
gets  the  electoral  votes,  period — that  way,  no  maverick  electa 
could  vote  for  another  candidate,  as  occasionally  happens. 

The  much-maligned  Electoral  College  has  served  us  we 
Before  tampering  with  it,  we  should  humbly  remind  ou 
selves  of  that  baleful  law  of  unintended  consequences. 


BIG  GOOD  WOLFE 


Hooking  Up — by  Tom  Wolfe  (Farrar,  Straus  and 
Giroux,  $25).  You  will  probably  learn  more  from 
reading  this  collection  of  Wolfe  masterpieces  (two 
of  which  originally  appeared  in  Forbes  ASAP)  than 
you  did  during  any  of  your  years  at  college.  The 
finest  essayist-cum-novelist-cum-reporter  of  our 
era,  Wolfe  combines  lively  writing  and  endless  en- 
ergy with  an  astonishingly  astute,  ever-curious  eye. 
He  pithily,  accurately  probes  Robert  Noyce,  the  co- 
inventor  of  the  integrated  circuit,  in  a  now-classic 
essay.  He  lays  out  the  deadly  impact  of  what  Friedrich  Niet- 
zsche proclaimed  as  the  death  of  God.  Wolfe  discusses  and  dis- 
sects the  rise  of  neurology  and  the  notion  that  much  of  what 


we  do  is  "hardwired"  by  the  time  we  are  born;  th 
absurdity  of  our  ever- indignant  academics  and  ir 
tellectuals;  and  the  sad,  pathetic  state  of  America 
art  and  the  American  novel.  This  volume  also  ir 
eludes  Wolfe's  famous,  impish,  the  emperor-ha 
no-clothes  profile  of  the  once  incredibly  successful 
formidably  prestigious  T\\e  New  Yorker,  as  well  as 
novella  that  bares  the  working  ethics  of  sting  TV. 

Wolfe  believes  the  21st  century  will  be  know 
as  "The  Great  Relearning"  or  as  "The  20th  Cer 
tury's  Hangover,"  whether  it's  from  excess  sex,  navel-gazin 
novels,  sterile  buildings,  Marxism-Leninism  or  other  bligh' 
of  the  Modern  Age. 
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Star  Alliance  network  offers  the  international 
business  traveler.  Where  the  status  you 
earn  on  one  member  airline  gives  you  15 
airlines  you  can  count  on  around  the  world. 
www.staraliiance.com 
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OTHER  COMMENTS 


If  a  man  empties  his  purse  into  his  head  no  one  can  take  it  away  from  him. 
An  investment  in  knowledge  always  pays  the  best  interest. 

—BENJAMIN  FRANKLIN 


Worth  the  Wait  Life  is  a  game  and  sometimes  a  bit  of  a 
gamble.  So  is  the  stock  market.  Neither  is  an  endless  undefeated 
season.  But  both  can  reward  you  with  many  more  wins  than 
losses,  if  you  invest  your  time  and  talent,  or  money,  wisely.  Not 
for  a  quick  fix  or  an  instant  big  hit,  but  for  the  long  haul.  Some 
press  pundits  now  again  are  saying  it's  all  over  for  the  stock  mar- 
ket. That  investors  will  say  "no"  to  stocks.  They  are  wrong. 

Ever  since  two  dozen  bankers,  brokers  and  merchants  met 
under  a  buttonwood  tree  on  Wall  Street  on  May  17, 1792  and 
organized  what  became  the  New  York  Stock  Exchange,  stock 
ownership  has  been  the  surest  way  to  financial  security  or 
long-term  riches.  That's  as  true  today  as  it  was  then,  disgrun- 
tled or  disappointed  get-rich-quick  hustlers  notwithstanding. 

— AL  NEUHARTH,  founder, 
USA  Today 

Leave  It  Alone  It's  time  to  nip  this  effort  [changing  the 
Electoral  College]  in  the  bud  by  pointing  out  the  danger  of 
having  more  states  abandon  their  winner-take-all  systems. 
While  it's  true  that  apportioning  electors  by  district  would 
more  accurately  reflect  the  popular  vote  in  states,  it's  the 
essence  of  democracy  that  the  winner  gets  100%  of  an  office's 
power.  Besides,  if  every  state  allocated  its  electoral  votes  by  dis- 
trict, the  results  wouldn't  necessarily  be  dramatically  different. 
And  as  my  Wall  Street  Journal  colleague  Gerald  Seib  points  out, 
congressional  districts  are  frequently  gerrymandered  by  state 
legislatures  aiming  to  help  their  party  and  protect  incumbents, 


"Coming  up  next  on  the  Tax  Channel,  'We  want  to  know 
who  wants  to  he  a  millionaire.'" 


and  basing  the  Electoral  College  on  their  bizarre  compositi 
wouldn't  necessarily  be  a  better  expression  of  the  people's  w 
It's  likely  that  the  Founders  got  things  about  as  right  as  th 
could  have  by  creating  the  Electoral  College.  Democrats  and  I 
publicans  should  resist  the  urge  to  jockey  for  political  advantai 

—JOHN  FUND,  Opinionjourt 

Enough  Already  The  academic  historians  who  act 
custodians  of  presidential  reputation  are  largely  sympathetic 
the  Clintons'  attempt  to  revive  the  agenda  of  the  liberal-left.  I: 
1996  survey  of  the  bien-pensant  professoriat  organized  by  Artr 
M.  Schlesinger  Jr.,  Ronald  Reagan  ranked  in  the  bottom  half 
the  "average"  category.  The  same  scholars  who  excoriate  Mr.  R 
gan  are  likely  to  furnish  historical  apologia  for  Mr.  Clinton. 
Monica  Lewinsky  they  will  reply,  "Sally  Flemings."  To  White* 
ter  they  will  point  out  the  impenetrable  complexities  of  real  est 
speculation,  then  drop  a  footnote  describing  the  quest  of  some 
the  Founding  Fathers  for  a  quick  profit  in  the  Western  lands.  1 
difficulty  for  professors  is  that  Mr.  Clinton's  most  recent  ir 
deeds — the  giddy  exercises  in  plunder,  the  whiff  of  simony,  of 
apparent  buying  and  selling  of  presidential  absolution — are  c 
ficult  to  justify  in  terms  of  purely  American  precedents.  Do 
scholars  really  want  to  drop  footnotes  to  the  Renaissance  pop 

—MICHAEL  KNOX  BER/ 
Wall  Street  Jour 

Born  of  Necessity  MIT  had  proved  to  be  a  backwa 
when  it  came  to  the  most  advanced  form  of  engineering,  sol 
state  electronics.  Grinnell  College,  with  its  1,000  students,  H 
been  years  ahead  of  MIT.  The  picture  had  been  the  same  on 
other  great  frontier  of  technology  in  the  second  half  of  the  2H 
century,  namely,  the  space  program.  The  engineers  who  fulfil 
one  of  man's  most  ancient  dreams,  that  of  traveling  to  the  mo' 
came  from  the  same  background,  the  small  towns  of  the  M 
west  and  the  West.  Just  why  was  it  that  small-town  boys  from 
Middle  West  dominated  the  engineering  frontiers?  Robert  No 
concluded  it  was  because  in  a  small  town  you  became  a  tech 
dan,  a  tinker,  an  engineer,  and  an  inventor,  by  necessity. 

—TOM  WOLFE,  Hooking 

Lighter  Than  Air  It's  healthier  to  eat  a  Big  Mac,  Frer 
fries,  and  a  strawberry  sundae  than  to  eat  most  airline  dinnt 
The  average  in-flight  dinner  contains  eight  more  fat  gra 
than  the  McDonald's  meal,  according  to  a  study  by  efit.cor 
— National  Geographic  Traveler 
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you'd  expect  from  a  company  with  over  120  years'  financial  experience.  No  wonder  more  companies 
choose  us  for  their  40  1  ( k )  plans."  And  we  can  handle  everything  from  employee  benefits  to 
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plan  you  can  really  sink  your  teeth  into. 
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the  bananas 


Financial  markets  have  always  been 
ruled  by  fear  and  greed.  Now  they're  about 
to  be  rocked-  by  a  revolution  that  will 
forever  change  the  $600  billion  agricultural 
industry.  Senesco  (OTC  BB:  SENO)  has 
developed  proprietary  gene  technology  that 
will  give  flowers,  fruits  and  vegetables 
a  longer  shelf  life  than  ever  before. 
Imagine  the  savings  Senesco  brings  to 
the  table:  growers  will  profit  from  reduced 
losses  due  to  spoilage;  distributors  will  spend 
less  on  shipping  and  handling;  consumers 
will  enjoy  fresher  produce  longer.  The  way 
we  see  it,  fear  and  greed  can  rest  in  peace. 


Visit  our  website  at  www.senesco.com 

to  see  how  Senesco  Technologies,  Inc. 
has  the  potential  to  give  the  entire 
agricultural  industry  a  fresh  lease 
on  life.  And  bring  on  the  bananas. 
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For  information,  please  contact  Mr.  Phillip  Escaravage  at  (888)  474-SENO 


IP-ENABLED  FRAME  RELAY:  Co  beyond  the  limits  of  your 
existing  networks  without  sacrificing  either  the  investment  . 
you've  already  made  in  them  or  the  security  of  your  data. 
An  AT&T  Business  IP-enabled  Frame  Relay  cost-effectively 
connects  all  your  locations,  applications  and  functionality 
anywhere  in  the  world.  Old  limitations  dissolve.  And  disparate 
egacy  systems  come  together  in  a  free  flow  of  information. 


AT&T  Business 
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COMMENTARY 

On  Events  at  Home  and  Abroad 

Mr  M 

By  Paul  Johnson 

HE  CLINTON-BLAIR  SYNDROME:  "SLEAZE  DOESN'T  MATTER 


n 


EEN  FROM  LONDON,  DISTURBING  PARALLELS  ARE  EMERGING 
fetween  the  rise  and  fall  of  Bill  Clinton  and  of  Tony  Blair's 
labour  government.  Clinton's  hold  over  American  voters  al- 
lays seemed  odd  to  the  British,  who  could  not  understand 
thy,  despite  Clinton's  iniquities,  his  poll  ratings  remained  so 
|gh.  Only  now,  with  his  pardon  list,  have  faithful  Democra- 
supporters  recognised  Clinton  for  the  man  he  always  was: 

lfit  to  occupy  the  White  House.  The  conclusion  the  British 

ive  drawn:  So  long  as  the  economy  prospers,  a  political 
|ader  with  an  outgoing  personality  can  do  as  he  likes. 

Tony  Blair  was  elected  with  enthusiasm  in  1997  and  has  now 
ben  in  office  nearly  four  years.  He  has  kept  his  promise  not  to 

ise  the  standard  rate  of  income  tax,  though  there  has  been  a 
Mysterious  increment  in  government  revenue  known  as  "stealth 

ses."  Other  than  that,  his  regime  has  been  a  disappointment  all 
lound.  The  National  Health  Service  is  worse  than  ever.  There 
bs  been  little,  if  any,  improvement  in  state  education.  Crime 
[tes  have  risen.  The  transportation  system  is  a  mess.  Blair  him- 
llf  is  now  seen  as  a  lightweight,  an  actor  who  speaks  his  lines 
|ith  skill  but  who  has  little  character,  few  principles  and  no  ideas. 

Yet  the  polls  put  Labour  15  to  20  points  ahead  of  the  Con- 
Irvatives.  Except  for  one  brief  dip  last  summer,  this  has  been 
le  story  for  Blair's  four  years.  If  the  polls  are  right,  Labour  could 
[in  an  election  anytime;  some  even  suggest  Blair  could  increase 
Js  already  enormous  majority.  So  what  is  the  explanation? 

:'s  the  Economy,  Stupid 

he  reason  lies  in  Britain's  economic  performance.  Not  as 
>ectacular  as  America's,  but  pretty  good — and  notably  bet- 
r  than  the  rest  of  Europe's.  The  origins  of  Britain's  present 
rosperity  lie  in  the  reforms  Margaret  Thatcher  enacted  in 
ie  1980s,  just  as  America's  longest  boom  is  rooted  in  the 
eagan  years.  But  the  electorate  cannot  be  expected  to  re- 
lember  that.  What  it  sees  is  that  inflation  is  low  and  falling, 
he  budget  has  an  enormous  surplus.  Unemployment  is  at 
5  lowest  in  a  quarter  of  a  century.  After  the  U.S.,  Britain  is 
ie  recipient  of  the  largest  foreign  investment  of  any  country 
i  the  world.  Indeed,  it  now  has  the  world's  fourth-largest 
:onomy  (following  the  U.S.,  Japan  and  Germany).  The  cur- 
ncy  is  strong,  living  standards  are  high,  shops  and  restau- 
nts  are  full  and  there  are  no  general  grievances. 
The  feel-good  feeling  generated  by  the  economy  has  been 


strong  enough  to  persuade  the  public  to  overlook  growing  evi- 
dence of  government  sleaze,  similar  to  that  which  characterised 
the  Clinton  White  House.  In  January  Prime  Minister  Blair  had 
to  sack  his  close  colleague  Peter  Mandelson,  for  lying.  However, 
an  inquiry  conducted  by  a  government  lawyer  has  cleared 
everyone  and  left  the  public  baffled.  And  Blair's  Lord  Chancel- 
lor, Lord  Irvine,  who  is  Britain's  senior  judge,  was  detected  in  a 
low-grade  effort  to  bully  the  legal  profession  into  contributing 
to  Labour's  election  funds.  This  office  is  supposed  to  be  above 
politics;  it  ranks  third  in  the  nation's  order  of  precedence  (only 
the  Monarchy  and  the  Archbishopric  of  Canterbury  are  above 
it);  and  one  of  the  titles  of  this  official  is  "Keeper  of  the  Queen's 
Conscience."  Yet,  when  exposed,  Lord  Irvine  brushed  aside  de- 
mands for  his  resignation,  and  Prime  Minister  Blair  backed  him. 

Don't  Count  Your  Chickens  ... 

None  of  this  has  registered  in  the  polls,  which  are  showing 
Labour  on  course  for  an  election  victory.  Indeed,  the  Cabinet 
is  expected  to  pick  early  May  for  the  election,  leaving  Blair  the 
option  of  springing  a  surprise  and  holding  the  contest  in 
April.  However,  things  may  not  end  up  being  so  easy.  As  for- 
mer prime  minister  Harold  Macmillan  once  replied  when 
asked  by  a  young  reporter  what  determined  the  success  or  fail- 
ure of  governments:  "Events,  dear  boy,  events."  Events  have  a 
way  of  intruding  into  comfortable  government  calculations. 

One  sector  in  Britain  that  does  not  back  Blair — and  that's 
putting  it  mildly — is  agriculture.  Farmers  and  other  country- 
dwellers  may  not  be  numerous  enough  to  swing  an  election, 
but  they  had  been  planning  to  make  their  discontents 
heard — and  felt— last  month  with  a  march  on  London,  which 
was  calculated  to  bring  half  a  million  to  the  capital.  The 
march,  however,  has  had  to  be  postponed  because  the  first 
outbreak  of  foot-and-mouth  disease  since  1967  has  brought 
large  parts  of  the  countryside  to  a  standstill.  This  outbreak 
threatens  to  inflict  catastrophic  damage  on  agriculture,  as  well 
as  on  the  many  parts  of  the  economy  dependent  on  it.  An 
April  election  is  now  out  of  the  question  because  of  the  ban 
on  movement  in  country  districts,  and  a  May  election  is 
doubtful.  If  the  election  is  put  off  until  October,  all  kinds  of 
other  things  could  happen,  including  an  already  threatened 
downturn  in  the  economy.  Blair  may  be  impervious  to  criti- 
cism, but  events  may  yet  speak  with  a  louder  voice.  F 


Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  senior  minister  of  Singapore;  and  Ernesto  Zedillo,  former 
president  of  Mexico;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  are  now  periodically  writing  this  column. 
To  see  past  Commentary  columns,  visit  our  Web  site  at  www.forbes.com/commentary. 
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NET  BOOM,  ACT  II 


AVE  WE  FINALLY  ARRIVED  AT  THE  GATES  OF  OUR  RICHLY 
served,  post-party  Hell,  a  la  Japan  1990s?  Or  is  it  that  we  smell 
ie  first  odor  of  stagflation,  a  return  to  1973-74?  Then  again, 
ven  the  gaudy  carnival  of  the  1990s  stock  market,  combined 
ith  the  deflationary  cost-curve  of  Moore's  Law,  are  we  throw- 
ig  ourselves  once  more  into  the  maw  of  a  1929  slaughter? 

My  take  is  more  optimistic,  and  I'll  soon  explain  why,  al- 
lough  it  must  be  said  that  bungling  into  1929  is  ours  if  we 
ant  it.  That  scary  possibility  leads  me  to  urge  President 
ush:  Don't  just  cut  taxes,  Dubya.  Cut  government  fat,  too! 
art  by  firing  your  economic  guru,  Lawrence  Lindsey.  He 
ands  in  the  way  of  America's  desparately  needed  fiscal 
Durishment:  a  capital  gains  tax  cut  and  retroactive  income 
x  cuts.  That's  about  a  trillion  bucks  in  purchasing  and  in- 
;stment  potential  locked  up  in  Larry's  lunch  pail. 

More  deadweight  can  be  got  rid  of  by  asking  House 
?eaker  Denny  Hastert  to  resign.  This  hulk  sat  on  the  chest 
:  your  presidency  the  day  he  installed  Bill  Thomas  as  head 
:  the  House  Ways  and  Means  Committee,  instead  of  sup- 
y-sider  Phil  Crane.  You  were  stabbed  in  the  back. 

To  complete  your  obstacle-removing  hat  trick,  Dub,  ask  that 
im  sandwich  Judge  Thomas  Penfield  Jackson  to  step  down.  A 
spublican  embarrassment,  he.  "Fat,  florid  and  farcical"  we 
died  his  absurd  plan  last  year  to  bust  up  Microsoft.  Ditto  its 
ithor.  Here  we  have  an  American  judge — an  interpreter  of  the 
.S.  Constitution  and  its  Bill  of  Rights,  a  defender  of  property 
id  freedom — who  says  aloud  that  Bill  Gates  hasn't  suffered 
lough  in  his  young  life,  therefore  we  should  break  up  his  com- 
iny  Judge  as  God,  as  played  by  a  debauched  Orson  Welles. 

Do  it  now,  Dub.  Lose  this  half  ton  of  federal  pork.  The 
merican  economy  will  be  zooming  by  Christmas. 


lell  to  Pay 

kay,  the  historical  analogy,  as  promised  earlier.  It's  neither 
)90  nor  1973-74,  and  it's  certainly  not  1929.  It's  . . .  1985. 
But  let's  go  back  further,  to  1977.  We  are  in  San  Francisco 
see  the  first  major  trade  show  for  personal  computers,  the 
est  Coast  Computer  Faire.  Dozens  of  PC  makers  have 
me  to  display  their  amateurish  wares.  It's  a  classic  hobby 
arket,  all  body  odor  and  buzz.  One  outfit  stands  out:  Apple 
omputer,  with  its  charismatic  founder,  22-year-old  Steve 
bs.  He  goes  on  to  create  the  PC  boom. 

Three  years  later,  in  1980,  Apple  goes  public,  and  Jobs  is 
orth  $220  million.  The  next  year  IBM 
ilidates  PCs  by  entering  the  market. 
;me  magazine  crowns  the  PC  as  its  "Man 


of  the  Year"  in  1982.  By  now  America  is  gabbing  about  com- 
puters; the  PC  industry  is  in  white  heat.  Compaq  soars  to  a 
billion  dollars  in  sales,  faster  than  any  other  company  in 
history.  Venture  capital  pours  in.  The  American  public  eats 
computer  IPOs  like  M&Ms.  A  company  called  Eagle  Com- 
puter goes  public,  and  its  founder  cracks  open  the  bubbly, 
gets  pleasantly  drunk  and  takes  his  Ferrari  out  for  a  romp. 
He  guns  the  Ferrari  and  goes  over  a  guardrail,  killing  himself. 
Also  drunk  is  the  venture  capital  industry.  Over  the  course  of 
two  years  it  funds  three  dozen  PC  disk-drive  companies  ...  as 
alike  as  tubes  of  toothpaste. 

Skeptics  said  in  1983  that  there  would  be  hell  to  pay.  In- 
deed! When  the  capital  bust  finally  arrived  in  1985,  there  was 
a  sudden  universal  loathing  of  PCs.  Apple  launched  its  revo- 
lutionary Macintosh  to  acclaim  in  1984  but  by  1985  could 
hardly  give  it  away.  Those  three  dozen  disk-drive  startups 
began  to  run  out  of  money  and  die,  one  by  one. 


Resurrection— and  Worse 

Sound  familiar?  The  modern  Internet  era  blasted  off  in  1994 
with  the  debut  of  Web  browsers  such  as  Mosaic,  Spyglass  and 
Netscape.  The  latter  went  public  in  1995  and  made  a  cen- 
timillionaire  of  24-year-old  Marc  Andreessen.  Yahoo  and 
Amazon  raced  to  a  billion  dollars  in  sales  in  a  blink.  Five 
years  after  the  big  bang  Time  magazine  crowned  Amazon's 
Jeff  Bezos  as  its  "Person  of  the  Year."  Money  poured  in.  In- 
ternet heat  could  melt  diamonds  from  Silicon  Valley  to  lower 
Manhattan.  IPOs  went  down  like  ice  cream.  Venture  capital- 
ists, drunk  from  billion-dollar  funds  and  $100-million-per- 
partner  distributions,  threw  cash  like  confetti  at  online  pet 
food  retailers  and  drugstores. 

Then,  crash!  Enjoy  the  schadenfreude  while  it  lasts,  you  bears 
and  skeptics.  Act  II  will  be  bigger  than  the  opener.  Remember 
Act  II  for  PCs?  Microsoft  unveiled  Windows,  went  public  and 
began  its  long  march.  Dell  and  Gateway  were  born,  Sun  went 
public,  and  Intel  got  its  legs.  While  Act  I  was  fun,  longhaired  and 
cute,  Act  II  was  a  cold  serial  killer.  Microprocessor-based  com- 
puters grew  up  into  teenage  thugs  and  gunned  down  the  likes  of 
Apollo  Computer,  Wang  and  Digital  Equipment.  Very  nearly 
snuffed  was  the  biggest  of  them  all,  IBM,  in  1992. 

So  there's  your  analogy.  Act  I  of  the  Internet  may  have 
been  mosdy  cute — Google  and  Yahoo  and  sock  puppets,  dis- 
rupting mosdy  late  investors.  But  if  history  repeats  itself,  Act  II 

will  be  a  vicious  killer  of  established 
To  see  past  Digital  Rules  . 
columns,  visit  our  Web  site  at         brands.  Yours  and  mme.  1 11  tell  you  how  in 
www.forbes.com/karlgaard.  my  upcoming  columns.  F 
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Perennial 

drugs  Big  pharmaceutical 
houses  are  using  dirty  tricks  to 
keep  generics  off  the  market. 


BY  ROBERT  LANGRETH 
AND  VICTORIA  MURPHY 

LAST  NOVEMBER  WATSON  PHAR- 
maceuticals  was  all  set  to  mar- 
ket a  generic  knockoff  of  a  pop- 
ular anti-anxiety  drug  made  by 
Bristol-Myers  Squibb.  The 
Corona,  Calif,  generic  firm  had  waited 
years  for  Bristol-Myers'  main  patent  on 
the  drug,  called  BuSpar,  to  wind  down. 
It  had  manufactured  50  million  copycat 
pills  and  packed  them  into  cases  at  a 
Chicago-area  warehouse,  ready  to  be 
loaded  onto  tractor-trailers  for  delivery 
the  moment  approval  came. 

Today  those  pills  are  collecting  dust 
in  that  warehouse.  On  Nov.  21,  one  day 
before  the  main  patent  on  BuSpar  was 
to  expire  after  14  years  on  the  market, 
Bristol-Myers  triumphantly  announced 
it  had  just  received  a  new  patent  cover- 
ing how  BuSpar  is  digested.  Regulators, 
as  called  for  by  law,  froze  approval  of 
Watson's  generic  (and  another  generic 
version  from  Mylan  Laboratories) 
while  the  parties  squabbled  in  court. 
Now  a  knockoff  version  may  not  come 
to  market  until  as  late  as  2003. 

That  leaves  consumers  paying  up  to 
$2  per  pill  for  BuSpar.  They  could  have 
bought  Watson's  generic  for  about  a 
25%  discount,  and  paid  even  less  as 
other  copycats  hit  the  market.  The 
delay,  of  course,  works  wonders  for  any 
anxiety  Bristol-Myers  might  have  been 
feeling.  Analysts  estimate  that  each  year 
the  generic  is  blocked  Bristol-Myers 
gains  at  least  $350  million  in  revenues. 


Patents 


All  dressed  up  and  nothing  to  sell: 
Watson's  Allen  Chao  vows  to  fight  on. 

"It's  more  than  frustrating,"  says  Wat- 
son Chief  Executive  Allen  Chao.  "We 
can't  win." 

Drug  giants  are  finding  ever  more 
creative  ways  to  delay  knockoffs  of  their 
big  moneymakers.  There  are  ways,  in 
effect,  to  get  double  patents  on  a  drug. 
Pfizer,  for  example,  bought  a  new  lease 
on  life  with  an  additional  patent  for  its 
popular  Neurontin  epilepsy  drug, 
whose  basic  use  patent  expired  in  2000. 
Its  new  patent  has  little  to  do  with  the 
drug's  medical  use;  it  is  merely  a  way  to 
formulate  the  drug  to  prevent  degrada- 


tion— which  generic  firms  say  was 
ready  known.  It  will  take  a  while  for 
courts  to  determine  who's  right  ab<  net 
the  validity  of  the  new  patent.  In 
meantime  Pfizer's  top  line  will  be  1  Be 
tened  by  another  $1.5  billion  this  y 
alone,  predicts  analyst  Neil  Sweig  let 
Ryan,  Beck. 

But  if  the  big  drug  houses  can  fi;  : 
dirty,  so  can  the  knockoff  artists.  Tl  fs  a  < 
are  calling  in  the  politicians  for  he 
This  spring  senators  Charles  Schun 
(D-N.Y.)  and  John  McCain  (R-An 
plan  to  introduce  a  bill  that  would  lii 
automatic  delays  of  generic  drugs 
cases  of  contested  patents.  It  would  a  i;r 
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Jig  drug  companies  use  all  sorts  of  legal  and  regulatory 
maneuvers  to  protect  their  lucrative  properties. 


irug 
ompany 


Main  patent 
expires/expired 


Stalling  tactic 


rcmarin 

decades  ago     Used  citizens'  petitions  to  FDA 

merican  Home  Products 

to  successfully  block  generic. 

rilosec 

October  2001    Asserting  new  patents  on  Prilosec 

straZeneca 

formulation.  Suits  pending. 

Maritin 

December  2002  Has  lobbied  for  law  giving  possible 

chering-Plough 

"patent  relief." 

lipro 

December  2003  Has  paid  Barr  Labs  $28  million 

ayer 

a  year  to  drop  patent  challenge.1 

larr  able  to  sell  generic  by  July  2003  at  latest.  Sources:  companies;  Forbes. 


rb  another  generic  blocker:  deals  in 
lich  brand  companies,  such  as  Abbott 
boratories,  reportedly  have  paid  generic 
ms  millions  to  discourage  the  intro- 
ction  of  knockoffs  of  their  big  sellers. 
The  current  drug-patent  law,  passed 
1984,  aims  to  encourage  generic 
mpetition,  and  has  done  so.  When 
?  law  works,  inexpensive  copycats 
llod  the  market  days  after  the  patent 
■  a  drug  expires  and  sales  of  the 
nd-name  version  plunge  at  least 
%>  in  a  year. 
|  J  But  some  brand  companies  have 
'•"d  a  loophole.  Usually,  when  a  com- 
y  feels  a  competitor  is  infringing  its 
ents,  it  must  convince  a  judge  to 
ck  sales  of  the  competing  product, 
pharmaceuticals  the  legal  burden  is 
ersed.  When  there  is  a  patent  dis- 
e,  the  Food  &  Drug  Administration 
st  freeze  approval  of  the  generic  for 
to  30  months  unless  the  matter  has 
n  settled  in  court  before  then.  The 
v  protects  brand-name  companies 
im  frivolous  patent  challenges  by 
leric  firms. 

Now  brand  firms  are  using  this 
use  to  gain  extensions.  Typically  a 
pany  applies  for  and  gets  a  new 
ent  on  some  aspect  of  the  drug's 
duction,  storage,  packaging,  route  of 
ministration  or  action  in  the  body, 
's  a  sweet  deal,"  says  intellectual- 
r  j  )perty  professor  Arti  Rai  of  the  Uni- 
hu:  "sity  of  San  Diego.  "You  can  get  30 
>nths  of  exclusivity  without  having 
lijl  prove  anything  to  anybody." 
rllo  In  the  case  of  BuSpar,  Bristol- 
L  'ers'  new  patent  isn't  strictly  on  the 


drug  but  rather  on  a 
chemical  called  a 
metabolite  produced 
when  BuSpar  is  bro- 
ken down  in  the  liver. 
Bristol-Myers  has  ar- 
gued in  court  that  this 
patent  also  protects 
BuSpar,  apparently  on 
the  theory  that  a 
generic  would  violate 
the  patent  when  it's 
digested.  Sounds  like 
hairsplitting  to  us. 
Bristol-Myers  also  staved  off  generic 
competition  for  its  Taxol  cancer  drug 
for  nearly  three  years.  Several  months 
before  its  original  exclusivity  period  ex- 
pired in  1997,  it  got  patents  covering 
how  Taxol  is  administered.  Generic 
firm  Ivax  finally  got  approval  in  Sep- 
tember, though  not  before  Bristol- 
Myers  had  sold  an  estimated  extra  $1 


billion  of  Taxol  in  the  U.S.  The  phar- 
maceutical companies  complain  that, 
because  it  takes  so  long  to  get  a  drug 
approved,  a  20-year  patent  shrinks  to 
12  years  of  exclusive  sale  versus  about 
18.5  years  for  other  products. 

But  there  ought  to  be  a  better  way 
to  help  the  drug  inventors  than  to  let 
them  concoct  do-it-yourself  patent  ex- 
tensions. One  compromise  being 
talked  about:  Give  drug  patents  a 
shorter  term,  say,  15  years,  but  don't 
start  the  clock  until  the  FDA  licenses 
the  drug. 

Where  should  consumers  stand  on 
this  debate?  Generics  save  you  money 
now,  sure.  But  imagine  this:  You  are 
destined  to  get  cancer  in  2015,  and  Bris- 
tol-Myers is  just  now  contemplating 
whether  to  put  another  $1  billion  into 
anticancer  research  that  would  save 
your  life.  Don't  you  want  Bristol-Myers 
to  have  lucrative  patents?  F 


Heifer  Smelter 

companies  This  time  Charles 
Hurwitz  is  in  a  real  power  struggle. 


L 


BY  KELLY  BARRON 

EAVE  IT  TO  CHARLES  HURWITZ  TO 
end  up  in  the  middle  of  yet  an- 
lother  bruising  battle.  Now  it's 
over  electricity  in  the  power-starved 
Pacific  Northwest,  where  Hurwitz- 
controlled  Kaiser 
Aluminum  is  mak- 
ing more  money  re- 
selling its  electricity 
than  making  metal 
with  it. 

Like  other  battles 
involving  the  60-year-old  Houston  fi- 
nancier, this  one  features  a  familiar 
cast  of  characters  consisting  of 
unions,  environmentalists  and  fed- 
eral officials.  At  stake  is  also  the  usual: 
big  money.  Kaiser  stands  to  reap  $500 
million  by  shutting  down  its  smelters 
and  peddling  its  juice  on  the  spot 
market  for  as  much  as  20  times  the 
price  it  pays  for  the  power  from  fed- 


erally run  Bonneville  Power  Ad- 
ministration. 

Nothing  illegal  about  that. 
But  with  his  typical  tin  ear  for 
public  relations,  Hurwitz  is 
stubbornly  oblivious  to  the  up- 
roar. Unlike  other  aluminum  produc- 
ers, Kaiser,  the  nation's  number  two 
producer,  is  refusing  to  share  30%  of 
its  windfall  with  the  BPA  in  cash  or 
other  commitments  such  as  boosting 
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the  energy  efficiency  of  its  smelters. 

"They  have  not  been  willing  to 
engage  in  any  kind  of  legitimate  sharing," 
says  Stephen  Oliver,  a  BPA  vice  president. 


"I  hope  Kaiser  gets  out  of  the  region 

and  someone  else  takes 


Kaiser  has  offered  to  give  BPA  $10 
million,  or  2%,  of  its  power  proceeds 
and  restart  its  smelters  slowly  in  the  fall 
when  a  new  contract  goes  iiito  effect. 

But  Kaiser  wants  to 
bank  its  windfall  to 
cover  likely  electric- 


over, 


"We  want  to  keep  taxpayers  whole." 

Congress  has  chimed  in,  too.  Eleven 
House  members  recently  wrote  to  Energy 
Secretary  Spencer  Abraham,  blasting 
Kaiser  for  "a  fleecing  of  America"  by  prof- 
iting from  taxpayer-subsidized  power. 

All  the  hostility  doesn't  seem  to 
bother  Hurwitz,  whom  Kaiser  officials 
insist  isn't  involved  in  the  company's 
day-to-day  operations.  But  Kaiser's 
defiance  is  a  hallmark  of  Hurwitz, 
whose  operation  of  companies  rang- 
ing from  Pacific  Lumber  to  a  failed 
thrift  has  drawn  heated  controversy. 
After  an  environmentalist  beaned  him 
with  a  pie  in  1997,  Hurwitz  reportedly 
wisecracked:  "Too  bad  it's  peach.  I  like 
blackberry."  Tone-deaf  to  howls  over 
his  logging  of  old  California  red- 
woods, Hurwitz  gave  a  redwood 
stump  to  the  Redwood  Grill  in  Hous- 
ton, one  of  his  haunts.  The  once-ma- 
jestic chopped  log  now  serves  as  a  dis- 
play table  in  the  lobby. 

More  than  being  obstinate,  Hurwitz 
and  Kaiser  need  the  money  to  pay 
down  $960  million  in  junk  bonds 
larded  onto  the  balance  sheet.  Also,  its 
$300  million  bank  credit  line  expires  in 
August.  Further  adding  to  Kaiser's  tra- 
vails are  a  $540  million  asbestos  litiga- 
tion liability,  a  lawsuit  from  the 
National  Labor  Relations  Board  and 
the  United  Steelworkers  of  America 
over  a  labor  lockout,  and  fallout  from  a 
1999  explosion  at  one  of  its  smelters. 
Notwithstanding  the  recent  boon, 
Kaiser's  stock  has  steadily  eroded  to  $4 
from  a  1996  high  of  $15. 

"I've  seen  the  deals  other  companies 
have  done  and  I'm  not  willing  to  do 
them  because  they're  not  in  the  best  in- 
terest of  our  shareholders,"  says  Ray- 
mond Milchovich,  Kaiser's  president. 


ity  price  increases  of 
100%  and  protect 
the  benefits  it  pays 
to  retired  workers.  Kaiser  is  currently 
paying  70%  of  the  salaries  of  950  em- 
ployees laid  off  by  smelter  shutdowns. 

But  the  workers  would  rather  just 
give  Hurwitz  and  Kaiser  the  boot. 
"I  hope  Kaiser  gets  out  of  the  region 


and  someone  else  takes  over  n 
plants,"  says  David  Foster,  director 
United  Steelworkers  of  America  O 
trict  11,  which  endured  a  yearlo; 
strike  against  Kaiser,  but  also  waii 
some  of  Kaiser's  windfall  for  its  o\ 
members. 

"Charles  Hurwitz  has  perform 
the  unique  function  of  bringing  t 
gether  labor,  environmentalists  and  t 
government,"  marvels  Jill  Ratner,  pre 
dent  of  the  Rose  Foundation  for  Coi 
munities  &  the  Environment,  whi 
clashed  with  Hurwitz  over  Pacific  Lui 
ber.  "He  manages  to  bite  almost  evz 
hand  that's  outstretched." 


In  the  Lurch 

timing  How  venture 
capitalists  who  didn't  sell  out 
got  squeezed  in  the  market. 

BY  LUISA  KR0LL 

THE  GENIUSES  ON  SAND  HILL 
Road  in  Silicon  Valley  aren't 
looking  so  brilliant  these  days. 
Virtually  every  venture  capitalist  is  left 
holding  the  bag  on  some  dogs  that 
went  public,  soared  and  crashed. 
"People  got  greedy  and  held  on  to 
stocks,  riding  them  too  far,"  says  a  lim- 
ited partner  who  invests  with  many  of 

mm 


the  best-known  venture  firms. 

Among  the  most  spectacular  e 
amples  of  bad  judgment:  Sequc 
Capital's  seeming  refusal  to  distribi 
any  of  its  8  million  shares  of  Etoys,  t 
e-tailer  that  was  going  to  drive  To 
"R"  Us  out  of  business.  Once  char 
ing  hands  for  as  much  as  $84,  t 
shares  stopped  trading  in  March 
when  the  company  announced 
would  liquidate — and  today  < 
worthless  (see  table,  p.  56). 

Bailing  on  a  portfolio  compa 
while  the  getting  out  is  still  good  1 
become  a  point  of  pride  among  VI 
Crosspoint  Venture  Partners  and  1 
stitutional  Venture  Partners  both  i 
vested  in  Foundry  N 
works,  a  maker 
Internet  switching  ge 
By  dumping  as  soon 
it  could,  Crosspoint  d 
tributed  all  of  its  16  it 
lion  shares  to  its  i 
vestors  by  October,  at 
average  stock  pr 
of  $87. 

But  IVP  apparen 
had  a  tough  time  letti 
go.  It  distributed  roug 
half  its  shares  at  m< 
than  $100  apiece.  Bui 
still  holds  4  mi 
shares.  Foundry  recen 
traded  at  $10. 

VCs  complain  th 
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Deutsche  Banc  Alex.  Brown 


Once  again,  clients  named  Deutsche  Bank 
the  world's  #1  investment  bank 


PERFORMANCE 


leading  to  results 


TMt 


"For  the  second  year  in  succession, 
Deutsche  Bank  ranks  number  one  in 
Euromoney's  annual  survey  of  the  world's 
biggest  and  best  providers  of  financial 
services. ..Deutsche  Bank  dominates... 
by  a  wide  margin.  " 

Euromoney,  January  2001 


Poll  of  polls:  overall  results 

2001 

2000  www 

Deutsche  Bank  1 

1  745.61 

274.77 

309.00     161.84  . 

180  20      1 90  54 

6  445.40 

158.90 

122  62     163  88 

Morgan  Stanley  Ooan  WiU*  5 

3  415.75 

125.23     134  22 

UBSWa-bufg                 6            **     351  05      122.29        139.69  89.07 

jp  Morgan  7 

7  349.49 

92  84 

136  08  120.57 

Credit  Suisse  First  Boston  8 

339  18 

152.11 

88  12  98.95 

We've  always  believed  that  if  our  clients  came 
first,  so  would  we.  Another  reason  why 
Deutsche  Bank  is  leading  to  results. 


Deutsche  Bank 
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hands  are  tied.  Like  all  inside 
investors,  they  can't  distrib- 
ute or  trade  shares  until  the 
lockup  period  expires,  usu- 
ally six  months  after  an  initial 
offering.  Some  claim  they 
can't  release  shares  if  they 
serve  as  board  members  on 
portfolio  companies  and  are 
privy  to  insider  knowledge.  Think  how 
that  could  drive  down  stock  prices.  Be- 
sides, other  VCs  say,  they  don't  want  to 
sell  too  soon  if  that  would  signal  dis- 
loyalty to  the  entrepreneur. 

How  touching.  Can  anyone  remem- 
ber the  last  time  loyalty  alone  drove  the 
decision  to  raise  a  second  or  third 
round  of  funding?  Besides,  a  venture 
firm's  fiduciary  responsibility  is  to  its 
investors.  Which  raises  another  point: 
VCs  are  allowed  to  distribute  shares 
once  the  lockup  ends,  insider  knowl- 


Sitting  Ducks 


Venture  firm  Company 

SHAREHOLDINGS  (MIL) 

Price  after 

Recent 

original1 

current 

lockup  expired 

price 

Battery  Ventures           Akamai  Technologies 

10 

6 

$76 

$11 

Draper  Fisher  Jurvetson    Kana  Communications 

10 

7 

103 

2 

IVP                        Foundry  Networks 

9 

4 

151 

10 

Sequoia  Capital  F.toys 

8 

8 

50 

in  liquidation 

1  Adjusted  for  stock  splits.  Sources:  Recent  SEC  filings;  First  Call  Insider  Research  Services. 

edge  or  no;  distribution  of  stock  is  not 
considered  a  sale. 

More  likely,  the  real  motivation 
for  holding  on  to  shares  is  to  boost 
fund  performance.  That  works  just 
fine  in  a  bull  market,  which  buoys  re- 
turns and  attracts  new  investors.  But 
it  has  the  opposite  effect  in  a  down- 
turn. How  else  to  explain  the  sorry 
fate  of  Battery  Ventures?  Shares  of  one 
of  its  portfolio  companies,  the  Inter- 
net content  delivery  firm  Akamai 
Technologies,  zoomed  to  $327  but 


dipped  to  $76  when  the  first  lock 
expired  in  April  2000. 

But  instead  of  distributing 
shares,  Battery  succumbed  to  a  plea 
Akamai  to  wait  until  August.  ( Some 
vestors,  including  Massachusetts  In 
tute  of  Technology,  where  Akamai  \ 
founded,  demurred  and  were  free 
sell.)  The  initial  distribution  occur, 
in  late  October,  when  the  stock  v 
down  to  $50.  Based  on  January  filir 
Battery  still  holds  6  million  shar 
Today  they  trade  at  $  1 1 . 


Of  Mice  and  Mischief 


Cheesy  protest:  animal  rights 
activists  at  Stephens  Inc. 


Q  \  First  Frankenstein 

food— now  this?  The  latest  British 
sccire  tactics  hit  U.S.  animal  research 


BY  ZINA  M0UKHEIBER 

THE  ONLY  TIME  INVESTMENT  BANK  STEPHENS  INC. 
deals  with  mice  is  when  they  have  to  be  chased  out  of 
the  office.  So  why  are  animal  rights  protesters  staging 
demonstrations  outside  its  Little  Rock,  Ark.  headquarters? 
Seems  the  bank  has  agreed  to  lend  $30  million  to  Hunting- 
don Life  Sciences  Group  of  the  U.K.,  a  big  contract-research 
organization.  The  lab,  which  counts  Pfizer,  GlaxoSmithKline 
and  Merck  among  its  clients,  uses  mice,  rats  and  guinea  pigs 
to  test  compounds  before  beginning  human  trials. 

No  one  is  safe  these  days  from  the  mouse  protectors. 
They're  stepping  up  their  protests,  employing  terrorist  tac- 
tics not  seen  since  the  1970s.  The  Huntingdon  lab  itself  has 
been  under  vicious  attack  by  the  group  calling  itself  Stop 
Huntingdon  Animal  Cruelty.  Recently,  masked  hoodlums 


attacked  a  managing  direc 
with  pickaxe  handles.  T 
company  nearly  went  bar 
rupt.  In  January  Stephens 
15.7%  shareholder,  agreed 
put  up  money  after  the  Ro 
Bank  of  Scotland  bow 
out — vandals  were  pouri 
glue  into  the  bank-card  sL 
of  its  cash  machines. 
Now  Stephens  is  the  target.  The  Huntingdon  protest 
have  jammed  its  Web  site  and  are  planning  to  demonstr; 
at  a  financial  conference  Stephens  is  holding  in  Las  Vegas 
late  March. 

In  Washington  the  mouse  saviors  are  trying  to  get  t 
medical  industry  entangled  in  red  tape.  After  being  sued 
an  animal  rights  group  called  Alternatives  Research  and  E 
velopment  Foundation,  the  Department  of  Agricultu 
agreed  last  September  to  place  rats  and  mice  under  the  At 
mal  Welfare  Act — requiring  labs  to  keep  endless  records  < 
every  animal,  something  most  already  do.  But  biomedical  i 
dustry  lobbyists  got  Congress  to  withhold  appropriations  f 
the  new  rule. 

All  this  would  be  mildly  amusing  if  it  weren't  so  serioi 
Scientists  use  at  least  20  million  rodents  a  year  in  experimer 
in  the  U.S.,  to  test  foods,  drugs  and  chemicals  and  to  unear 
basic  truths  about  the  causation  of  disease  and  the  functio 
ing  of  the  human  immune  system.  Without  the  test  anima 
whole  swaths  of  medical  research  would  grind  to  a  halt.  Ima 
ine  a  world  where  the  mice  are  confined  to  the  attic. 
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Optical 
nternet 


Some  things  just  seem  to  be  a  natural  fit  for  the  Internet,  Thomas.  And  Beatnik.com 
is  one  of  them.  You've  created  a  way  for  anybody  to  work  interactively  with 
music  and  sound.  From  enhancing  video  games  and  Web  sites  to 
xing  popular  songs.  Of  course,  the  key  to  making  such  breakthrough  creativity 
ible  is  innovative  technology.  Like  the  optical  solutions  available  from 

el  Networks™  that  give  the  Internet  the  speed  and  capacity  that  allow  ^         W  ^^"I^T  E  L 

NETWORKS 


Die  to  connect  to  rich,  dynamic  content.  It's  just  one  more  way  we're 
ing  the  Internet  whatever  you  want  it  to  be.  norte1networlcs.com 


■tworks,  the  Nortel  Networks  logo  and  the  Globemark  are  trademarks  of  Nortel  Networks  "What  do  you  want  the  Internet  to  be?"  is  a 
ark  of  Nortel  Networks  ©2001  Nortel  Networks  All  rights  reserved 


QtlTFRONT 

Doughnuts,  Anyone? 

policy  Sugar  farmers  get  a  sweet  deal. 
But  taxpayers  want  to  know:  What  can  you 
make  with  794,000  tons  of  sugar? 


A 


144,000,000,000 

CUPS  OF  COFFEE 


7,200,000,000 

POUND  CAKES 


BY  CHANDRANI GHOSH 

DD  THIS  TO  THE  TO- 
do  list  for  the  Bush 
^Administration:  how 
best  to  dispose  of  794,000 
tons  of  sugar  stored  in  gov- 
ernment warehouses. 

Since    last  summer 
sugar  farmers  have  de- 
faulted on  over  $400  million  in  federal  crop  loans,  choos- 
^>iify~m  •  ing  for  the  first  time  to 

,1.  deliver  sugar  to  the 

government  rather 
^^BHf  than  repay  the  cash. 

And  why  shouldn't 
they?  Under  the  sugar 
{  price-support  pro- 

gram the  Department 
of  Agriculture  has  to 
accept  crops  as  repayment  at  a  price  of  18  cents  a  pound 
for  cane  sugar  and  22.9 
cents  a  pound  for  beet 
sugar.  If  the  farmers  sold 
the  stuff  on  the  world 
market,  they'd  get  just  10 
cents  a  pound. 

So  taxpayers  are 
stuck  paying  $  1 .4  million 
a  month  to  store  9%  of  last  year's  crop.  And  we  do  mean 

stuck.  The  USDA  can't 
sell  the  stash,  since 
that  would  depress 
prices  further,  under- 
mining the  whole 
point  (however  mis- 
guided) of  the  sugar 
program.  If  it  sells  the 
sugar  at  bargain  prices 
to  Third  World  countries,  sugar-producing  allies  such 
as  Australia  will  scream 
bloody  murder. 

What  to  do  with  all 
that  sugar?  We're  not 
sure,  but  we  do  know 
that  794,000  tons  could 
make  enough  products 
to  satisfy  a  global  sweet 
tooth.  F 


138,240,000,000 

DOUGHNUTS 


6,480,000,000 

APPLE  PIES 


72,000,000,000 

GLASSES  OF  LEMONADE 


Hollywood  Sob  Story 

real  estate  TrizecHahn  tries  to  bail  out  of  i 
big,  glitzy  California  project  before  it's  even  finishe 

BY  MARK  LACTER 

THE  CONFETTI  FLEW  AND  THE  FIREWORKS  SPARKLED  TH1 
years  ago  as  developer  TrizecHahn  broke  ground  on 
640,000-square-foot,  $385  million  retail/entertainm 
complex  in  Hollywood,  the  home  of  next  year's  Academy  Awaj 
"The  cornerstone  for  a  Hollywood  renaissance,"  swooned  1 
Angeles  Mayor  Richard  Riordan. 

But  there  was  no  hoopla  in  February  when  the  Toronto-ba 
outfit  quietly  disclosed  that  it  wants  to  get  rid  of  the  Hollywc 
project  even  before  it's  completed — along  with  similar  devel< 
ments  in  Las  Vegas  and  Pasadena,  Calif.,  as  well  as  shopping  m 
in  eastern  Europe. 

With  its  stock  down  40%  from  its  all-time  high  four  ye 
ago,  TrizecHahn  has  decided  that  boring  is  better  and  tha 
will  focus  on  U.S.  office  buildings  rather  than  glitzy  retail  p 
jects  that  had  investors  scratching  their  heads.  "I  take  full 
sponsibility  for  producing  this  miserable  result,"  TrizecHa 
Chairman  Peter  Munk,  73,  recently  confessed  at  an  inves 
conference.  "At  my  stage  of  life,  this  is  a  traumatic  situatio 
Munk's  plan  is  to  unload  the  retail  developments  to  come 
with  $900  million  in  aftertax  proceeds,  a  portion  of  which  is  < 
pected  to  go  toward  buying  back  stock.  That,  in  turn,  will  b 
goose  the  anemic  shares.  Munk  is  hurt  the  most,  since  he  o\\ 
6%  of  the  148  million  shares  and  controls  all  the  voting  stoc 
No  one  should  underestimate  Munk's  ability  to  extract 
company  from  the  mess.  The  Hungarian  refugee  from  Nazii: 
has  flipped  a  few  fortunes,  in  everything  from  hotels  to  gc 
mines  and  oil  refineries.  TrizecHahn  reaped  more  than  $1  billi 
(after  debt)  three  years  ago  by  selling  its  portfolio  of  20  U 
shopping  centers  just  as  the  market  was  peaking. 

But  selling  off  these  exotic  properties  will  be  easier  said  th 
done.  "The  story  has  been  greatly  simplified,  but  it's  really  t 
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IREMENT        INSURANCE        MUTUAL  FUNDS        TRUST  SERVICES         TUITION  FINANCING 


What  would  you  call  mutual  funds  that 
combine  enhanced  indexing  with  active  management? 


In  investing,  tinning  is  everything.  Sometimes, 
following  an  index  works  better.  And  other  times, 
the  selectivity  of  active  management  will  out- 
perform. The  good  news  is  you  can 
get  the  benefits  of  both  with  the 
Dual  Investment  Management 
Strategy,'"  from  TIAA-CREF 
Mutual  Funds. 

It's  a  strategy  not  tied  to 
one  discipline,  but  adaptable 


to  the  markets'  ever-changing  conditions.  This 
flexibility  is  so  impressive  that  no  less  than  Sheldon 
Jacobs,  the  no-load  mutual  fund  authority,  calls  it 
"pure  genius." 

What's  more,  whether  you  choose 
our  Growth  Equity,  Growth  &  Income, 
or  International  Equity  Fund,  you'll 
enjoy  low  fees  and  no  loads  so  more 
of  your  money  is  working  for  you* 

To  learn  more,  call  us  at 
1  800  842-1924  or  visit 
www.tiaa-cref.org/mfs— 
and  put  a  bit  of  genius  in 
portfolio. 


He  calls  them  "pure  genius! 

Sheldon  Jacobs,  Editor — 7/ie  No-Load  Fund  Investor 


Ensuring  the  future  for 
those  who  shape  it. 


1  8  Q  0  8  4  2  -  1  9  2  4   dept:  MER 


www.tiaa-cref.org/mfs 


)n  Jacobs'  quote  is  an  excerpt  of  the  Cable  News  Network  show:  CNN  Your  Money,  which  aired  9/2/00  A  contribution  to  the  Westchester  Community  College 
ation  was  made  on  Mr.  Jacobs'  behalf  in  gratitude  for  his  cooperation  with  the  production  of  this  advertisement.  *0ur  low  expenses  reflect  that  a  portion  of  the  investment 
iry  fee  and  certain  separate  charges  have  been  waived.  This  advisory  fee  waiver  is  contractual  and  will  remain  in  effect  until  at  least  April  1,  2003.  •  For  more  complete 
lation  on  our  securities  products,  including  charges  and  expenses,  call  1  800  842-1924  for  prospectuses.  Read  them  carefully  before  you  invest  •  TIAA-CREF  Individual 
istitutional  Services,  Inc.  and  Teachers  Personal  Investors  Services,  Inc.  distribute  securities  products.  •  Teachers  Insurance  and  Annuity  Association  (TIAA),  New  York,  NY 
AA-CREF  Life  Insurance  Co.,  New  York,  NY  issue  insurance  and  annuities.  •  TIAA-CREF  Trust  Company,  FSB  provides  trust  services.  •  Investment  products  are  not  FDIC 
?d,  may  lose  value  and  are  not  bank  guaranteed.  ©  2001  Teachers  Insurance  and  Annuity  Association-College  Retirement  Equities  Fund,  New  York,  NY  02/12 


OUTFRONT 


late,"  shrugs  James  Sullivan,  an  an- 
alyst at  Green  Street  Advisors,  a 
real  estate  research  outfit  in  New- 
port Beach,  Calif.  Green  Street  val- 
ues the  eastern  European  proper- 
ties at  just  75%  of  book  value,  or 
$318  million. 

Opened  last  August  in  Las 
Vegas,  the  glitzy  Arabian  Nights- 
themed  Desert  Passage  may  not 
fare  much  better.  Shamelessly  pro- 
moted as  "North  America's  first- 
ever  shopping  adventure,"  the 
$285  million,  475,000-square-foot 
complex  is  already  the  source  of  grumbling  among  several 
retail  tenants  who  blame  TrizecHahn  for  the  fact  that  their 
sales  are  running  at  barely  half  the  $l,200-per-square-foot 
rate  reported  at  the  nearby  Forum  Shops  in  Caesars  Palace. 

"They  oversold  it,"  grumbles  Joseph  Shapiro,  manager  of 
Casablanca  Clothier,  a  high-end  men's  store  that  was  de- 
serted on  a  recent  Friday.  The  problem?  Merchants  gripe  that 
Desert  Passage  was  originally  aimed  at  high-end  shoppers, 


Peter  Munk: 
taking  the  blame. 


while  the  adjacent  Aladdin  hotel-and-casino — itself  tr 
bled — is  now  being  marketed  to  low  rollers  unlikely  to  sp 
$300  for  a  Versace  dress  shirt.  Some  suffering  retailers 
been  talking  to  an  attorney,  who  attended  a  February  m 
ing  of  about  90  tenants. 

Though  it  won't  open  until  next  November,  the  ran 
hyped  Hollywood  project  could  also  be  a  hard 
TrizecHahn  claims  the  property  is  68%  preleased,  with  s 
tenants  as  Louis  Vuitton  and  Tommy  Hilfiger,  but  there's 
in  the  local  brokerage  community  that  the  developer 
been  sweetening  the  pot  with  "kickout"  clauses  that  al 
tenants  to  bail  before  the  expiration  date. 

Even  placing  a  value  on  the  property  could  be  hard,  si 
only  half  of  the  expected  revenues  will  come  from  store  re 
The  balance  covers  such  uncertain  sources  as  naming  rij 
and  bookings  in  the  3,500-seat  Kodak  Theatre.  "It's  kind 
black  box,  a  'trust  me'  project,"  says  Merrill  Lynch  real  es 
analyst  Stephen  Sakwa. 

"We  are  in  a  transition,"  says  Christopher  Mackenzie, 
former  head  of  GE  Capital  Europe  who  was  recei 
appointed  chief  executive  officer  of  TrizecHahn.  "We're 
going  to  do  anything  hasty." 


Tough  Skies 

airlines    The  Bush 
White  House  move  to  block 
strikes  this  summer  will  buy 
time— but  not  much  else. 

BY  HOWARD  BANKS 

FEARING  THAT  AIRLINE  STRIKES 
would  stall  an  already  feeble  econ- 
omy, President  George  Bush  will 
impose  Presidential  Emergency 
Boards  on  any  strike  at  a  major  airline. 
Northwest's  mechanics  are  first  to  face 
a  board.  Pilots  at  Delta,  mechanics 
and  flight  attendants  at  United,  flight 
attendants  at  American  will  follow. 

The  tactic  will  gain  the  White 
House  a  couple  of  months.  An  emer- 
gency board,  authorized  by  the  Rail- 
way Labor  Act,  has  30  days  to  propose 
a  settlement,  after  which  the  two  sides 
have  30  days  to  accept  or  reject  it. 

If  either  side  rejects  the  deal,  Con- 
gress has  to  pass  legislation  to  force 
acceptance — difficult,  given  the  split 
Congress — or  the  union  can  strike 
anyway.  The  White  House  hopes  me- 
diators at  Delta,  United  and  American 


will  keep  negotiating  until  the  North- 
west emergency  board  is  concluded. 

Board-imposed  delays  will  not  cool 
labor's  ardor  for  fat  pay  hikes,  fueled  by 
last  fall's  24%  increase  for  United's  pi- 
lots. Delta's  pilots,  for  instance,  said  no 
to  a  30%  offer  that  would  again  make 
them  the  U.S.'  top-paid  pilots. 

Labor's  frustration  will  grow  as 
managements  hide  behind  emergency 
boards'  skirts  and  stop  negotiating.  Re- 
action? An  increasing  use 
of  unofficial  disruption — 
rejecting  overtime,  calling 
in  sick — tactics  way  short 
of  a  strike.  The  White 
House  hopes  that  a  recent 
Supreme  Court  decision 
upholding  a  $45.5  million 
judgment  against  Ameri- 
can's pilots  association  for 
encouraging  similar  moves 
during  its  1997  dispute  will 
chill  any  such  thought.  The 
evidence  suggests  not. 

Labor  now  leaves  no 
documents,  no  e-mails,  just 
rumor.  Note:  One  day  in 
March  American's  me- 
chanics used  such  tactics  to 


force  cancelation  of  120  flights  fr 
New  York's  Kennedy  airport. 

The  likely  outcome?  Labor  i 
eventually  extract  its  pound  of  fit 
President  Bush  will  jawbone,  but 
will  not  gain  the  overnight  win  t 
President  Reagan  did  when  he  sac 
all  the  air  traffic  controllers  in  19 
The  traveling  public  will  get  to  suffer 
a  wider  scale  this  summer  than  it 
last.  And  pay  more  for  the  privilege. 
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!  advantages  you  gain  by  accelerating  your  closing  process  can  enhance  the  perception  of  your  company.  You'll  not 
/  be  able  to  announce  your  earnings  earlier,  you'll  also  be  top-of-mind  to  investors.  The  hard  work  of  upgrading  your 
orting  capabilities  can  make  the  difference  in  the  future  of  your  business.  And  at  KPMG.  we'll  be  ready  when  you 
thanks  to  our  continuous  audit  process.  Call  V877-ASK-KPMG  to  learn. how  we  can  help  you  pick  up  the  pace. 
:ause  it  isn't  just  about  how  your  numbers  look.  It's  also  about  how  early  they're  ready  to  be  seen. ; 

understanding® 


ALLSTATE  had  to  build  an  Internet  distribution  channel  under  an  aggressive 
deadline  that  left  some  on  Wall  Street  skeptical.  Using  enterprise  software  from 
Microsoft,  they  created  a  new  quote-and-buy  Web  solution  from  scratch  and 
integrated  it  with  legacy  systems.  As  planned  and  on  budget,  www.allstate.com 


2001  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Windows  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the 
irvice  mark  of  Allstate  Insurance  Company. 


iterprise  software  from  Microsoft  helps  you  implement 
3W  ideas  fast.  Though  the  logic  is  clearly  faulty,  the 
"irase  "it  has  to  happen  yesterday"  is  understood  by  most 
jsinesspeople.  That's  why  Microsoft  gives  you  a  complete 
it  of  software  building  blocks  that  can  be  rapidly 
;sembled,  reconfigured,  and  reassembled  according  to 
>ur  situation.  From  mission-critical  operating  system 
)ftware  like  the  Microsoft®  Windows®  2000  Server  family 

powerful  business  software  such  as  the  Microsoft  .NET 
iterprise  Server  family,  all  Microsoft  software  is  designed 

be  flexible  enough  to  help  you  quickly  meet  whatever 
e  "do  it  yesterday"  world  of  business  sends  your  way.  To 
id  out  how  you  can  make  your  business  more  agile,  visit 


icrosoft.com/business  Software  for  the  Agile  Business. 

Microsoft9 

aiwa 


Where  was  your  laptop  manufactured?  More  likely  than  not,  somewhen|j 
close  to  Taipei.  One  billionaire  has  got  a  big  chunk  of  the  market. 


BY  ANDREW  TANZER 
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he  laptop  king  nobody 
hows:  Quanta's 
arry  Lam. 


ECESSION?  I  DON'T  KNOW 
why  people  say  there's  a  re- 
cession," says  Barry  Lam,  the 
world's  little-known  king  of 
notebook  computers.  "We've 
working  overtime  for  many 
eks.  We  have  a  huge  backlog  and 
stomers  are  pushing  us  for  earlier 
livery." 

Lam  is  the  brash  billionaire  founder 
d  chairman  of  Taiwan's  Quanta  Com- 
iter  Inc.  He'll  be  disappointed  if  he 
■esn't  ship  4  million  notebook  units 
s  year — one-seventh  of  all  those  sold 


on  earth  and  up  50%  from  last  year.  Al- 
though Quanta  makes  more  notebooks 
than  anyone  else,  you've  probably  never 
heard  of  it.  But  you  know  its  customers: 
Dell,  Compaq,  Gateway,  Apple,  HP,  IBM, 
Sony,  Sharp,  Fujitsu,  Siemens. 

Quanta  is  one  of  the  beneficiaries  of 
the  trend  among  the  brand  holders  in  the 
electronics  industry  to  have  ghost  manu- 
facturers do  most  of  their  work.  By  doing 
so,  they  reduce  fixed  costs,  inventories 
and  risk.  Last  year,  for  instance,  Compaq, 
Dell  and  IBM  all  outsourced  at  least  65% 
of  their  notebook  needs  to  Taiwan. 


You  might  think  that  Quanta,  which 
will  take  in  an  estimated  $3.8  billion  in 
revenues  this  year,  is  akin  to  those  anony- 
mous sweatshops  that  crank  out  toys  or 
sneakers  for  famous  U.S.  brand-name 
owners.  But  it  is  more  than  a  drone  man- 
ufacturer. It  is  a  designer,  too,  and  it  puts 
a  lot  of  engineering  talent  into  its  con- 
tracts. This  world  of  ghost  designer-man- 
ufacturers is  peculiar  to  Taiwan,  the 
world's  dominant  maker  of  notebook 
computers  (a  global  55%  market  sh^re) 
and  a  whole  spectrum  of  PC  components 
and  peripherals  ranging  from  chipsets 
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and  motherboards  to  power  supplies, 
modems,  mice,  scanners  and  monitors. 

Taiwan's  electronics  factories  started 
out  at  the  drone  end  of  the  business.  But 
there  wasn't  enough  money  in  that.  In 
the  past  decade  they  have  evolved  from 
lowly  contract  manufacturers  into  de- 
signer-manufacturers. They  differ  from 
the  well-known  contract  electronics 
manufacturers  in  the  U.S. — namely, 
Solectron  and  Flextronics — in  typically 
having  a  few  specialties,  as  opposed  to 
making  a  wide  variety 
of  products.  In 
Quanta's  case  the  list 
includes  laptops,  and 
now  cell  phones  and 
servers.  Other  Tai- 
wanese firms  are  ex- 
perts in  desktop  ma- 
chines, and  the  island 
accounts  for  a  fourth 
of  the  world's  produc- 
tion of  those. 

Craig  Barrett,  pres- 
ident of  Intel,  has  ob- 
served the  progression. 
"Taiwan  made  its  mark 
in  low-cost  manufac- 
turing," he  recalls.  "Now  it's  moving  up 
to  design  and  creation  of  products,  while 
outsourcing  the  low-end  manufacturing 
to  China."  This  ability  to  move  steadily 
into  higher-value  information-technol- 
ogy products  underpins  the  prosperity 
of  Taiwan's  export-led  economy. 

How  did  Taiwan  emerge  as  an  elec- 
tronics workshop  to  the  world?  The  is- 
land has  an  abundance  of  relatively  low- 
cost  engineers,  many  of  them  returnees 
from  the  U.S.,  and  strong  connections  to 
Silicon  Valley.  The  Taiwan  government 
stimulated  the  high-tech  industry  with 
tax  and  venture  capital  incentives.  The 
country  has  a  deeper  technical  and  in- 
dustrial base  than  its  Southeast  Asian 
neighbors.  Taiwan's  entrepreneurs,  for 
some  reason,  have  been  much  more 
adaptable  than  competitors  in  Japan  and 
Korea  to  the  rapid  change  and  short 
product  cycles  in  the  computer  industry. 

Taiwan  has  not  been  notably  success- 
ful in  branding  and  marketing  its  own 
products.  Where  it  has  succeeded  is  in 
partnering  with  the  U.S.  (and,  increas- 


Amazing  Isle 

Taiwan,  pop.  22  million,  enjoys  an 
outsize  role  in  world  electronics. 
This  helped  its  people  escape  the 
economic  retreat  in  much  of  Asia. 

share  of  world  notebook 
computer  production. 


desktop  PCs 
produced  annually. 

growth  in  GNP/capita 
from  1992  through  2000. 

Sources:  Market  Intelligence  Center:  Taiwan 
Ministry  of  Economic  Affairs. 


ingly,  Japanese)  computer  industry. 
While  being  careful  not  to  advertise  what 
they  are  doing,  the  U.S.  name-brand 
owners  have  delegated  a  lot  to  the  Tai- 
wanese. The  brand  holder  may  give  a 
road  map,  such  as  product  specifications 
and  performance  (screen  size,  micro- 
processor and  so  forth).  Or  the  Taiwan 
side  may  generate  the  ideas  and  bring 
them  to  the  customer.  Taiwan  has  a  par- 
ticular strength  in  the  time-consuming 
design  of  the  printed  circuit  board,  a  cus- 
tomized system  that  is 
crucial  to  the  overall 
speed  and  reliability  of 
the  finished  computer. 
A  highly  interactive 
joint  development 
process  between  the 
two  sides  can  come  up 
with  a  new  model  in 
six  to  nine  months. 

Lam  says  Quanta, 
which  has  500  design 
engineers  in  Taiwan, 
did  about  half  of  the 
design  work  for  Apple 
Computer's  G4  note- 
book. For  Dell, 
Quanta's  biggest  single  customer,  Lam 
says  his  army  of  engineers  does  about 
60%  to  70%  of  the  design  work,  and  Dell, 
the  remaining  30%  to  40%,  on  Latitude 
models.  He  asserts  that  HP  was  a  mar- 
ginal player  in  notebooks  before  Quanta 
helped  to  design  its  products.  Compaq, 
which  last  year  sourced  an  astounding 
$9.6  billion  of  electronics  from  Taiwan, 
looks  to  become  Quanta's  No.  2  account. 

Simon  Lin,  president  of  Acer  Inc., 
Taiwan's  largest  computer  maker,  esti- 
mates that  Acer  performs  20%  to  60% 
of  the  design  work  for  brand  sellers  such 
as  IBM  (Acer  also  puts  out  its  own 
brand).  "The  issue  is  the  customer's  re- 
source allocation,"  he  explains.  "No  com- 
pany in  the  world  can  build  everything 
in-house.  Even  the  Japanese  are  out- 
sourcing now."  Indeed,  since  last  year  or- 
ders have  poured  into  Taiwan  from  big 
Japanese  laptop  brands  such  as  Toshiba. 

The  Shanghai-born,  Hong  Kong- 
bred  and  Taiwan-educated  Lam,  52,  is  es- 
pecially proud  of  the  flexible  manufac- 
turing lines  he  designed  in  his  huge 


notebook-assembly  factory  in  Linkou, 
suburban  Taipei.  These  assembly  lir 
mass-produce  notebooks  with  differe 
product  specs  and  configurations  for  vj 
ious  customers,  24  hours  a  day  (Dell  h 
its  own,  secured  floor).  A  towering,  coi 
puterized  and  automated  warehou 
feeds  parts  to  the  conveyor  belts. 

Efficiency  got  Quanta  where  it  is.  T 
company  had  a  27%  return  on  equity  l] 
year,  and  this  year  Morgan  Stanley  es 
mates  the  firm  will  show  an  8%  net  m; 
gin,  earning  about  $300  million  aftert 
(like  the  rest  of  Taiwan's  high-tech  i 
dustry,  the  company  pays  almost  no  c< 
porate  tax).  Lam's  stake:  $2  billion. 

To  make  its  prices  still  more  comp* 
itive  for  assembly,  Taiwan's  computer  i 
dustry  is  tapping  China's  cheaper  lah 
(less  than  15%  of  Taiwan's  wages)  a: 
land  costs.  In  a  business  as  cutthroat 
contract  manufacturing,  a  one-  or  tw 
point  margin  difference  can  make 
break  a  supplier.  "The  [delicate]  Chir 
Taiwan  relationship  is  key  during  a  c 
flationary  period,"  avers  Matthew  Mi; 
chairman  of  Mitac  Computers,  one 
the  island's  oldest  and  largest  PC  make 

Taiwan  now  produces  more  ( 
drives,  scanners,  power  supplies  and  de: 
top  computers  in  its  low-cost  China  h: 
terland  than  at  home.  Lam  aims  high 
This  spring  he'll  start  making  motfn 
boards  in  his  new  Shanghai  plant,  whi 
will  eventually  assemble  notebooks. 

Lam  is  also  squeezing  supply  cha 
nels  through  his  Taiwan  Direct  Shipme 
service  launched  for  brands  like  HP  V 
years  ago.  Quanta  fulfills  orders  receiv 
electronically  from  U.S.  brands,  sellers 
even  end-users  within  five  working  dj 
(three  days  for  Japan) — two  days 
manufacture  machines  configured 
specs  and  three  days  for  FedEx  shipme 
(in  Dell's  case,  Quanta  ships  modules 
final  assembly  and  configuration  to  De 
regional  factories  around  the  world). 

Acer  offers  a  similar  direct  shipme 
service  to  brand  sellers.  "The  credit  cht 
is  [their]  most  important  job,"  qui 
President  Lin  about  the  order  proce 
Well,  there's  a  lot  more  to  marketing  th 
that.  But  let's  see  who  gets  richer  over  t 
next  decade  in  computers — the  bra 
owners  or  the  factory  owners. 
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WE  DIDN'T  JUST  JUMP  ON  THE 
MFRASTRUCTURE  BANDWAGON. 

WE  BUILT  IT 


■  time  to  set  the  record  straight.  Long  before  our  competitors  even  added  the  word 
astructure"  to  their  vocabulary,  we  were  busy  creating  it.  Since  we  first  launched 
icenter*  it  has  become  the  de  facto  global  standard  for  managing  eBusiness 
ustructure.  But  we  didn't  stop  there-we're  also  the  world  leader  in  security  and  storage 
ware.  Every  day,  our  software  handles  over  180  million  transactions,  protects  $50  billion 
."■['ire  transfers  and  stores  40  million  security  exchanges.  Expertise  doesn't  happen 
inight.  It's  taken  25  years  of  hard  work  and  leadership  to  get  to  be  the  best.  So 
n  we  say  you  can  trust  every  one  of  our  18,000  employees  around  the  world  to  deliver 
'software  and  service  that  your  eBusiness'  success  depends  on,  we  really  mean  it. 


-O  TOMORROW  I  WE  ARE  COMPUTER  ASSOCIATES     THE  SOFTWARE  THAT  MANAGES  eBUSINESS' 
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h  Computer  Associates  International.  Inc.  (CA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respective  companies 


Runaway  Rig 

Navistar  can't  do  much  to  avoid  a  recession  in  the  truck  business. 


Trying  to  hang  on: 
John  Home  hopes 
to  ride  out  a  crunc 
caused  by  a  glut  of 
used  trucks. 


BY  BRANDON  COPPLE 

WHAT  A  DEEPLY  POCKED 
road  it's  been  for  John 
Home,  chairman  of 
Navistar  International, 
the  Chicago-based  en- 
gine- and  truckmaker.  Put  aside  the 
horrendous  shooting  spree  at  the  com- 
pany's engine  plant  on  Feb.  5  by  a  for- 
mer employee.  And  the  fact  that  later 
in  the  month,  shareholders,  led  by 
fund  manager  Mario  Gabelli,  overrode 
management's  objections  and  repealed 
the  poison-pill  provision  in  Navistar's 
bylaws. 
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Question  is,  who  would  want  to 
take  over  this  company,  now  that  it's 
facing  the  worst  business  conditions  in 
a  decade?  It  did  fine  last  year — a  net  of 
$159  million  on  revenue  of  $8.5  bil- 
lion— but  truckers  have  simply  stopped 
buying.  What  with  higher  fuel  prices 
and  a  drop  in  shipping  volume,  orders 
for  diesel  engines  are  expected  to  fall 
7%  this  year;  sales  of  medium-size 
garbage  and  delivery  trucks  could  drop 
20%.  Worst  of  all  is  the  outlook  for 
heavy  trucks,  the  18-wheelers  that  ac- 
count for  30%  of  Navistar's  sales.  In 
that  sector  200 1  orders  may  plunge  as 


much  as  30%  from  last  year's  level. 

It's  only  going  to  get  worse,  becai 
a  glut  of  used  trucks  stands  in  Nav 
tar's  way.  In  the  past  18  months  pri« 
for  three-  to  four-year-old  trucks  he 
fallen  by  half.  Truck  dealers  are  sitti 
on  at  least  six  months'  worth  of  inve 
tory,  and  there's  plenty  more  out  the 
Says  Michael  Leahey,  sales  manager 
Rocky  Mountain  International,  a  tru 
dealership  in  Denver:  "Everybo 
knows  they're  screwed." 

That  goes  for  truckmakers  like  N; 
istar,  Paccar  and  Freightliner,  now  a » 
vision  of  DaimlerChrysler.  Navist 
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the  tax  season  upon  us, 
you   might  be  tempted  to  sell 
stock    to     pay    capital  gains 
Instead,  let  us  suggest  using  our 
Stock  LoanSM  as  a  better  way  to 
the   cash    needed.    After  al 

no   sense   in   triggering    another  tax 
hit  that  you'll  then  have  to  contend 
with  next  year.  Our  unique  structures 
can    help    you    achieve   the  liquidity 
you  need  while  you  maintain 
potential    with  downside 
And  they  don't  nibble  away  at 
principal.  Call  888-DERIVIUM  or 
visit  us  at  Derivium.com  to 
find  out  more. 
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truck  chief  Steven  Keate  says  he's  got 
$100  million  in  used  trucks  just  hanging 
around.  Freightliner  is  thought  to  have 
used  inventory  worth  $1  billion. 

With  1999  trucks  selling  for 
$25,000,  it's  going  to  be  tough  to  un- 
load 2002  models  for  $100,000.  Navis- 
tar will  produce  35,000  fewer  of  them 
this  year.  Goldman  Sachs  analyst 
Joanna  Shatney  predicts  earnings  will 
drop  to  $1.30  per  share  in  2001 — half 
of  last  year's  profits,  which  were  down 
by  a  half  (not  counting  a  nonrecurring 
item)  from  1999. 

How  did  this  happen?  Blame  indus- 
trywide overproduction  during  the 
trucking  boom  of  the  1990s.  The  chief 
culprit:  Freightliner.  The  Daimler  unit 
is  now  the  largest  heavy-truckmaker, 
with  37%  of  the  business.  It  won  that 
spot  by  offering  giveaway  financing 
and  by  selling  trucks  with  guaranteed 
buybacks.  A  truck  bought  for  $100,000 
in  1996  often  came  with  a  promise  that 
Freightliner  would  redeem  it  after  three 
or  four  years  for  $75,000. 

Truckers  grabbed  those  deals.  So 
other  truckmakers  followed  suit.  As  a 
result,  the  trade-in  cycle  on  heavy 
trucks  contracted.  A  rig  once  came  in 
for  its  first  trade  four  to  five  years  after 
it  rolled  off  the  lot.  Now  the  trucks 
Freightliner  pledged  to  take  back  at 
$75,000  are  worth  less  than  $40,000  in 
the  used  market. 

The  used-truck  backlog  started  to 
appear  in  1998,  when  first-time  trade- 
ins  outnumbered  trucks  taken  to  the 
scrapyard  by  about  1 1,000.  The  gap  has 
grown  ever  since  to  an  estimated  20,000 
or  so  this  year.  Freightliner  will  probably 
sustain  the  greatest  impact,  although  the 
results  will  be  harder  to  see,  buried  in 
DaimlerChrysler's  financial  results  and 
probably  overshadowed  by  the  parent's 
car-division  troubles.  Freightliner  has 
announced  plans  to  attack  the  surplus, 
but  hasn't  yet  released  details. 

Even  the  mighty  Paccar,  maker  of 
the  premium  Kenworth  and  Peterbilt 
rigs,  will  take  a  hit.  Earnings  at  the 
Bellevue,  Wash,  company  could  still  sink 
60%  in  2001.  And  this  ultraconserva- 
tive  firm  comes  into  the  downturn  with 
no  long-term  debt;  Navistar  gets  55% 
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of  its  capital  from  debt. 

All  that  will  keep  Navistar  (once 
known  as  International  Harvester) 
from  suffering  considerably  worse  pain 
than  Paccar  is  that  Navistar  Sells  a  lot 
of  fleet  trucks,  of  the  sort  used  by  large 
freight  haulers  like  Yellow  Corp.  The 
worst  of  the  oversupply  is  in  fancy 
sleeper  cabs  that  are  sold  to  fleets  and 
owner-operators.  That 
market  is  dominated 
by  Freightliner  and 
Paccar. 

It  would  be  easy  to 
attack  Freightliner  for 
creating  this  mess.  But 
there  seems  to  be  a 
collective  sense  of 
guilt.  "We  all  caused 
it,"  says  Navistar's 
Home,  a  35-year  vet- 
eran of  the  super-cycli- 
cal truck  business. 
"Now  we  all  have  to 
adjust." 

Home  has  won 
praise  for  advances  in 
medium-duty  trucks 
and  for  improving 
Navistar's  manufactur- 
ing efficiency — last  year 
its  17%  gross  margin 
soundly  beat  Paccar's 
12.4%.  He  has  man- 
aged a  few  other  tri- 
umphs of  late.  In 
February  Navistar  an- 
nounced it  would  begin 
building  chassis  for 
Ford  trucks  in  a  joint 
venture  in  Mexico.  That 
could  give  Navistar's 
engines  an  edge  when 
Ford  eventually  consid- 
ers putting  diesels  in  its 
sport  utility  vehicles 
(see  box). 

And  at  a  recent 
customer  show  in  Las 
Vegas,  Home  rolled 
out  Navistar's  latest 
International  trucks, 
medium-duty  rigs  for 
tasks  like  short-haul 
trucking  and  garbage 


collection.  The  snazzy-looking  tru< 
have  a  distinctive  front  grille  and  he 
die  like  sport  utility  vehicles.  The  co 
pany's  executives  took  4,800  orders 
the  new  models  at  the  show,  60%  m< 
than  they  hoped  for.  But  it  will  tak 
lot  more  good  news  to  resurrect  l 
stock,  which  was  recently  trading 
about  five  times  trailing  earnings. 
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Making  a 
Clean  Break 

Navistar  got  some  much-needed  good  news 
Feb.  28  from  Environmental  Protection  Ager 
head  Christine  Whitman,  who  announced  tl 
the  agency  would  stick  with  the  Clinton  Administratic 
plan  to  all  but  eliminate  sulfur  in  diesel  fuel  by  201 
That  will  force  oil  refiners  to  produce  low-sulfur  fue 
go  with  the  superclean  diesel  engines  that  Navistar  I 
developed. 

The  so-called  green-diesel  engines  replace  the  1 
ditional  diesel  muffler  with  a  ceramic  particulate  t 
that  catches  soot  from  engine  exhaust  as  it  travels 
ward  the  tailpipe.  The  ceramic  apparatus  vaporizes  p 
ticulates  much  the  way  the  catalytic  converters  instal 
in  car  engines  burn  off  carbon  monoxide.  A  nitrogi 
oxide  absorber  converts  that  smog-causing  gas  ii 
harmless  nitrogen.  To  show  off  the  result  Navistar  hat 
you  a  white  handkerchief  to  hold  to  the  tailpipe  c 
green-diesel  bus;  it  comes  away  stain-  and  odor-free 
Navistar's  new  engines  are  being  field-tested  in  C 
ifornia  buses,  which  will  be  battling  natural-gas-pc 
ered  buses  for  that  state's  clean-air  endorseme 
Diesels  get  a  lot  more  miles  to  the  fuel  dollar  than 
gas  engines,  so  they  may  find  their  way  into  sport  uti 
vehicles  and  even  into  passenger  cars.  — £ 
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Stimulating  children's  minds  is  the  great  gift  of  educational 
programming,  which  is  why  the  Northwestern  Mutual  Foundation 
is  proud  to  sponsor  NOVA. 
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Nobody's  puppet:  Tom  Gallagher 
insists  he'll  run  Park  Place  on  his  o> 

keen  interest  in  the  casinos, 
once-avid  poker  player  hims< 
Hilton  long  ago  convinced  his 
ther,  Conrad,  a  devoutly  religic 
man,  that  the  company  shoi 
enter  the  gambling  business 
buying  the  Flamingo  and  the 
ternational  (later  renamed  the  1 
Vegas  Hilton)  from  Kirk  Kerl 
rian.  Hilton  still  calls  casino  m; 
agers  on  occasion  to  check  on 
previous  night's  hold. 

"For  him,  this  is  kind  o 
hobby,"  says  Henry  Lewin 
friend  of  Hilton's  who  once  i 
the  company's  casinos. 

But  ever  since  the  spin 
from  Hilton,  Bollenbach  a 
Barron  Hilton  felt  unwelcome 
Park  Place.  Goldberg,  installec 
chief  executive  in  1998,  ran 
company  as  his  fiefdom,  e\t 
though  Bollenbach  retained 
nominal  title  of  chairman,  a 
Barron  Hilton  was  a  director. 

Goldberg  had  parlayed  1 
cash  from  his  father's  sm 
trucking  business  into  a  series 
successful  corporate  raids. 

With  Arthur  Goldberg  barely  in  the  grave,  Hilton  has  ^—7^3 
stepped  in  to  reassert  control  over  its  old  casino  empire.  maker  Ba,,y m™*"^ 

turned  it  around  and  sold  i 

BY  JOHN  GORHAM  over,  Hilton  Hotels'  chief  administra-     casinos  to  Hilton  in  1996  for  $3  billi 

QCT.  18  WOULD  BE  ARTHUR  tive  officer  and  general  counsel,    in  assumed  debt  and  stock,  $1 10  n 

Goldberg's  last  night  on  earth.  Thomas  Gallagher,  was  anointed  the 

A  few  days  earlier,  the  chief  new  head  of  $4.9  billion  (2000  sales) 

executive  of  Park  Place  Enter-  Park  Place,  which  had  been  spun  off 

tainment  had  been  rushed  to  from  Hilton  the  year  before.  It  was  the 


Goldberg's  last  night  on  earth. 
A  few  days  earlier,  the  chief 
executive  of  Park  Place  Enter- 
tainment had  been  rushed  to 
Johns  Hopkins  Hospital  in  Baltimore, 
complaining  of  poor  circulation  and  se- 
vere pains  in  his  legs.  At  the  hospital, 
Goldberg's  heart  failed  and  his  lungs 
drowned  in  fluid. 

Even  as  Goldberg  was  gasping  his 
last  breaths  on  a  ventilation  machine, 
Park  Place  directors  were  planning  an 
emergency  board  meeting  for  the  next 
day  at  New  York's  Waldorf-Astoria 
hotel  to  choose  a  successor  to  the  58- 
year-old  casino  boss. 

But,  as  they  say  in  Vegas,  the  fix  was 
already  in.  By  the  time  the  meeting  was 


capstone  of  an  extraordinary  behind- 
the-scenes  power  play  by  Hilton  to  re- 
assert control  over  its  former  casino 
properties. 

Though  Hilton  executives,  most  no- 
tably Chief  Executive  Stephen  Bollen- 
bach, are  known  to  have  bristled  for 
some  time  at  the  autocratic  Goldberg, 
Barron  Hilton  himself  also  felt  estranged 
from  the  casino  operations.  Still  the 
largest  individual  investor  in  both  com- 
panies, Hilton  owns  6.3%  of  Hilton  and 
7.5%  of  Park  Place. 

Officially  retired,  Hilton,  73,  takes  a 


lion  of  which  went  to  Goldberg. 

As  head  of  Park  Place,  Goldb" 
gambled  on  several  shrewd  acqu: 
tions,  including  the  famously  kitsc 
Caesars  Palace  from  Starwood  Hoi 
for  $3  billion.  His  crowning  achie 
ment  was  the  $800  million  Paris  cas: 
on  the  Strip  in  Las  Vegas,  a  24-acre 
City  replica  of  the  City  of  Light,  repl 
with  an  Eiffel  Tower,  Arc  de  Triomt 
and  employees  who  cheerfully  man 
the  French  language. 

From  the  start,  Goldberg  madt 
clear  he  would  do  things  his  o 
way.  Even  before  the  spinoff, 
cleaned  house  in  the  bloa^ 
Hilton  casino  headquarters.  He  e^ 
obliterated  the  Hilton  name  fn 
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SURFING  60  FOOTERS  AT  WAIME, 
SPEED  CLIMBING  EL  CAPITAI 

TEAMING  ACROSS  MULTIPLE  DISCIPLINE 

TO  IMPLEMENT  A  COST-EFFICIEN 
YET  FLEXIBLE  GAS  SUPPLY  MODE 
SAVING  MUNICIPALITIES  A  BUNDL 

whatever  gets  those  endorphins  going  ^ 


HI 


nit  it..  At  Dynegy,  we're  opportunity  junkies, 
jii;  r  for  the  rush  of  turning  the  complexities  of 

irketplace  into  upside  for  our  clients.  For 

If,  using  our  expertise  to  create  a  virtual 
i  e  capability  so  a  western  city  can  save  on 

died  natural  gas  costs.  Cool  stuff  like  that. 

isiness  is  to  market,  generate,  deliver  and 
|f;)fce  energy  (and  now  broadband)  for  our 

:  lynegy.com  877-4-DYNEGY 

ind  the  tangram  are  trademarks  of  Dynegy  inC 


clients.  We  do  it  with  unmatched  market  savvy.  A 
work  ethic  second  to  none.  A  contempt  for  canned 
solutions.  And  we  do  it  well.  In  just  15  years,  we've 
become  a  company  with  revenues  topping  $29  billion 
and  we're  now  included  on  the  S&P  500.  All  of 
which  makes  Dynegy  (NYSE:  DYN)  a  company 
worth  watching.  Presumably  for  some  opportunities 
of  your  own.  Enjoy  the  rush. 


HILT  Oil 

the  "Flamingo  Hilton." 

Tensions  boiled  to  the  surface 
when  Bollenbach  exercised  5  million 
of  his  total  of  6  million  options  on 
Park  Place  stock  and  sold  the  shares 
for  a  $24  million  profit  in  late  1999 
and  early  2000.  Bollenbach  reportedly 
sold  the  stock  in  part  to  repay  a  $5 
million  loan  to  Hilton.  But  the  sales 
enraged  Goldberg,  who  said  it  sent  the 
wrong  message  to  investors.  He  must 
have  been  steamed  by  the  timing  of 
the  first  sale  of  2  million  shares  in  Oc- 
tober 1999,  which  came  just  as  Gold- 
berg was  basking  in  the  glow  of  the 
newly  opened  Paris. 

"Arthur  never  sold  any  of  his 
Hilton  stock  after  he  was  no  longer  a 
part  of  Hilton,"  says  Kenneth 
Looloian,  a  Park  Place  direc- 
tor and  Goldberg  loyalist. 
"He  felt  that  Steve  shouldn't 
sell  any  of  his  Park  Place 
stock  in  a  similar  fashion." 

The  coup  de  grace  came 
last  year  when  Goldberg  an- 
nounced a  deal  to  sell  Barron 
Hilton's  beloved  Las  Vegas 
Hilton  to  hardball  Los  Angeles 
developer  Edward  Roski  Jr. 
(FORBES,  Oct.  2,  2000).  Al- 
though an  aging  30-year-old 
dowager  compared  with  the 
new  glitzy  Strip  properties,  the 
Hilton  is  still  dear  to  Barron, 
and  even  served  as  his  Las 
Vegas  office  when  he  was  in 
town.  Barron  Hilton  reluctantly  agreed 
to  sign  off  on  the  sale  to  Roski,  and 
moved  his  office  to  Caesars  Palace.  Roski 
eventually  backed  out  of  the  deal  anyway. 

In  death  as  in  life  Goldberg  held 
his  cards  close  to  his  vest.  For  eight 
years  he  kept  from  his  business 
associates  the  fact  that  he  was 
suffering  from  a  dangerous  form  of 
anemia.  Even  when  he  was  on  his 
deathbed,  directors  figured  they  were 
anointing  temporary  replacements 
until  Goldberg  bounced  back. 

But  when  they  showed  up  for  their 
fateful  meeting  at  the  Waldorf-Astoria 
the  next  morning  to  news  of  Gold- 
berg's death,  Bollenbach  didn't  waste 
time.  There  should  be  no  executive 


search,  he  told  the  board.  Nor  should 
the  board  appoint  any  of  Goldberg's 
talented,  but  still  untested,  lieutenants. 

The  board  needed  to  act  quickly  to 
install  Gallagher,  argued  Bollenbach 
and  longtime  director  and  Bally  lawyer 
Clive  Gummis.  Bollenbach's  primary 
concerns:  heading  off  takeover  specula- 
tion and  preventing  an  employee  exo- 
dus. Gallagher,  who  says  he  was  un- 
aware of  Bollenbach's  plans  and  had 
flown  with  Barron  Hilton  from  Beverly 
Hills  just  in  case  the  board  needed  legal 
advice,  was  summoned  inside  the  room 
and  handed  the  job. 

But  some  Park  Place  investors, 
many  of  whom  were  happy  to  be  rid  of 
Hilton  and  Bollenbach,  smelled  a  rat. 


"What  Steve  and  Barron  have  to  cl 
in  terms  of  expertise,  in  terms  of  v 
they  know  about  the  company,  v 
they  know  about  the  gaming  bush 
will  probably  get  a  warmer  recepti* 
The  son  of  a  corporate  lawyer 
bearded  Gallagher  couldn't  be  n 
different  from  the  gruff,  micromai 
ing  Goldberg.  After  earning  a  law 
gree  from  Harvard  in  1969,  Galla; 
toiled  for  25  years  in  corporate 
ministering  to  the  legal  affairs  of 
Saudi  royal  family  and  Merv  Gri 
for  whom  he  ran  the  entertair 
business  affairs  and  negotiated  the 
of  his  Resorts  casino.  Bollenbach  h 
him  in  1997.  He  promises  a  kin 
gentler  regime  and  vows  to  use  1 


After  Goldberg  took  over  Park  Place, 
Bollenbach  and  Barron  Hilton  felt 


"It  was  almost  like,  'Let's  get  the 
election  over  with  before  anybody  has 
the  chance  to  mount  a  campaign,'" 
complains  Thomas  Mclntyre,  a  portfo- 
lio manager  at  Dessauer  &  Mclntyre, 
which  owns  1.5  million  Park  Place 
shares.  "How  do  you  get  a  board  meet- 
ing that  fast,  let  alone  an  agenda  or  a 
consensus?" 

Gallagher  insists  he  will  run  Park 
Place  as  his  own  man,  dismissing  as 
"tabloid  gossip"  the  speculation  that 
he's  a  puppet  of  Bollenbach  and  Barron 
Hilton.  "I  didn't  come  here  as  a  care- 
taker," he  insists. 

Adds  Hilton  flack  Marc  Grossman: 
"Steve  is  going  to  let  [Gallagher]  run 
the  company."  But  he  quickly  adds: 


Place's  $615  million  in  free 
flow  (net  after  interest,  taxes  and  n 
tenance  capital  expenses)  to  retire  < 
buy  back  stock  and  invest  selectiv 
But  already  there's  little  confu 
about  who's  pulling  the  strings 
board  members,  Looloian  and  R 
Marano,  both  close  confidants  of  C 
berg,  were  recently  told  their  ser 
will  no  longer  be  required  once 
directorships  expire  this  year.  And 
lagher  says  the  Las  Vegas  Hilton 
longer  for  sale  after  the  Roski  dee 
through  in  January. 

Just  in  case  the  message  w; 
clear  enough,  Barron  Hilton  nv 
his  office  back  into  the  Las  \i 
Hilton  shortly  after  the  collapse  o 
Roski  deal. 
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There's  no  better  way  to  fly. 
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A  STAR  ALLIANCE  MEMBER  \  + 

ON  THE  DOCK  FT 


BY  WILLIAM  P.  BARRETT 


How  Lawyers  Get  Rich 

You'd  think  62  years  would  be  sufficient  to  resolve  a  Texas  estate. 
But  not  when  big  money,  salacious  scandals  and  lawyers  are  in  play 


NOW  PLAYING  AT  THE  COUNTY 
courthouse  in  Orange,  Tex.: 
Who  Gets  The  Historic  Stark 
Fortune?  The  $200  million 
drama  is  a  pretty  good  illus- 
tration of  why  so  many  lawyers  abound 
in  America.  It  resembles  Charles  Dick- 
ens' Bleak  House,  where  the  never-end- 
ing case  of  Jarndyce  v.  Jarndyce  kept  gen- 
erations of  lawyers  busy. 

This  estate  case  revolves  around  H.J. 
Lutcher  Stark,  sole  heir  to  a  pioneering 
19th-century  Texas  timber  fortune.  Stark 
had  three  wives.  With  his  first,  Nita,  he 
adopted  twin  boys,  Homer,  77,  and  Bill 
II,  now  deceased.  Nita  died  in  1939,  giv- 
ing the  boys  by  will  a  net  estate  officially 
valued  at  only  $100,000.  The  executor 
was  her  wealthy  husband.  In  1941 
Lutcher  wed  his  longtime  secretary,  Ruby 
Childers,  who  died  a  year  later.  Lutcher 
then  married  Ruby's  sister,  Nelda 
Childers,  a  local  hospital  employee. 

Lutcher  Stark  died  in  1965,  giving 
each  adopted  son  $1  million  and  divid- 
ing the  other  $73  million  between  Nelda 
and  what  is  now  the  Nelda  C.  &  H.J. 
Lutcher  Stark  Foundation.  Some  of 
Lutcher  Stark's  heirs  fumed  over  the 
brusque,  secretive  Nelda,  but  it  wasn't 
until  1987  that  they  hired  a  tough  Hous- 
ton lawyer,  Michael  Gallagher,  to  raise  a 
stink.  He  got  around  a  statute  of  limita- 
tions by  advancing  the  theory  that  he  had 
just  discovered  that  Lutcher  Stark  fraud- 
ulently undervalued  Nita's  1939  estate  to 
duck  death  taxes,  depriving  the  sons  of 
their  full  inheritance. 

But  despite  massive  research,  Gal- 
lagher couldn't  prove  his  charges  and  in 
1991  the  heirs  settled  their  claims  for  $5 
million,  leaving  Nelda  with  $120  million. 

Now  we  move  ten  years  ahead.  Nelda 
Stark  died  in  1999  at  age  90,  leaving  a 
$213  million  estate.  Nelda's  will  gave  $1 


million  to  Homer  Stark  (the  surviving 
adopted  twin),  another  $1  million  to 
some  associates  and  just  about  every- 
thing else  to  the  Stark  Foundation  (as- 
sets before  this  bequest:  $150  million). 
The  foundation  runs  an  art  mu- 
seum and  historic  mansion 
in  downtown  Orange,  a 
port  town  90  miles  east 
of  Houston. 

Various  heirs 
from  the  Bill  II 
branch  hired  a  dif- 
ferent tough  lawyer, 
L.  Clayton  Burgess 
of  Lafayette,  La., 
who  quickly  set  out 
to  dig  up  dirt.  He 
got  a  sworn  state 
ment  from  one  of 
Nelda's  security  guard 
that  Nelda  and  her  staff 
hid  evidence  that  mig! 
revealed  the  original  owner 
Nita? — of  some  art. 

Burgess  also  raised  conflict  of  interest 
questions  about  Judge  Buddie  J.  Hahn, 
who  presided  over  the  1989  case  and 
drew  the  current  one.  Burgess  showed 
that  Hahn  had  collected  rent  back  then 
from  one  of  Nelda's  lawyers  who  was 
also  defending  Hahn's  son  in  a  drug  case. 
Burgess  documented  that  the  Stark 
Foundation  last  year  gave  $673,000  to  a 
college  on  whose  foundation  board 
Hahn  sat.  Hahn  denied  wrongdoing  but 
recused  himself  in  February. 

It  gets  even  more  soap-opera-ish. 


ird 


cor 


St! 


H.J.  Lutcher  Stark 


Although  not  a  factor  in  the  cas 
yet — one  of  Homer's  children,  Reb< 
Stark  Smith,  tells  FORBES  the  heirs  1 
copies  of  prescriptions  suggesi 
Nelda  hastened  the  death  of  both 
sister  and  Lutcher  Stark  v 
excessive  medication. 
Let's  throw  in  sc 
sex.  The  case  has 
newed  talk  aroi 
Orange  that  Ho 
and  Bill  were  a< 
ally  the  produc 
an  illicit  affair 
tween  Ruby 
either  Lute 
Stark  or  his  c 
W.T.  Stark.  E 
though  it  wouk 
irrelevant  to  the 
tate  case,  Rebecca  S 
Smith  now  hopes  to 
court  order  exhurr 
bodies  for  DNA  testing 
Lawyer  John  Cash  Sn 
representing  the  Nelda  Stark  est 
calls  the  fraud  charges  baloney  and 
the  estate  is  entitled  to  a  ruling  with 
further  evidence.  He  cites  a  1998  Ti 
Supreme  Court  ruling  that  held  a 
tlement  is  valid  despite  later  fr 
claims,  as  long  as  the  parties  say  t 
are  acting  on  their  own  and  not  reh  S 
on  anything  the  other  side  said  or 
Courts  generally  keep  people  from 
ing  multiple  bites  at  the  apple. 

In  Texas,  some  cases  never 
They  simply  come  back  as  revivals 


Amid  juicy  questions  of  parentage,  one 
Stark  heir  hopes  to  get  a  court  order 
exhuming  bodies  for  DNA  testing.  
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House  of 


lapital  One  built  a 
successful  credit 
ard  business  by 
ourtingonly  the 
lost  profitable 
ustomers.  So  why 
i  the  midst  of  an 
conomic  slowdown 
i  it  piling  up  loans 
aster  than  ever? 


mi 

'  BERNARD  CONDON 

I  H|  OR  AN  INDUSTRY  PIPSQUEAK, 
Capital  One  Financial  Corp. 
■H  sure  makes  a  big  splash.  The 
nation's  ninth-biggest  credit 
card  company  drew  in  three 
hfmes  as  many  new  customers  in  the 
Jial  three  months  of  last  year  as  any 
>  (her  plastic  issuer.  It  sends  triple  the 
4iount  of  direct  mail  to  homes  than 
■  fcs  Citigroup,  which  has  a  card  busi- 
J  ss  three  times  as  large.  The  marketing 
Jpz  comes  at  a  curious  time.  The  slow- 
W'wn  in  the  economy  makes  loan  de- 
ults  more  likely.  Yet  Wall  Street  has  re- 
bonded  with  cheers. 
I  Capital  One  started  out  48  years  ago 
j  the  card  business  of  what  became 
l;net  Bank.  Since  Signet  cast  it  free  in  a 
■94  stock  offering,  Chairman  Richard 
.iirbank  and  President  Nigel  Morris 
jlre  taken  Capital  One  on  a  wildly  suc- 
iisful  ride  in  the  stock  market,  with 
.  lives  up  tenfold  to  a  recent  $57,  or  25 
ics  trailing  earnings. 
Why  is  Wall  Street  so  enamored  of 
is  company?  Because  of  the  magic 
iipt  Fairbank  and  Morris  work  with 
bir  software  for  judging  credit  risks. 
Ley  seem  to  be  able  to  pick  out  that 
pst  elusive  of  debtors:  the  spender 
lio  can  be  charged  a  lot  for  loans  be- 


cause he  seems  like  a  risky  bet,  but  is  in 
fact  a  safe  one.  That  is  how  they  have 
expanded  earnings  more  than  fourfold 
since  1994,  to  $470  million  last  year  on 
a  $30  billion  (as  of  December)  pile  of 


Card  sharks:  Richard  Fairbank  (above)  and 
Nigel  Morris  drew  blood  from  rivals  in  the  last 
downturn.  They're  back  for  second  helpings. 

credit  card  receivables. 

Bulls  argue  that  Capital  One  will 
seize  market  share  this  year  in  a  replay 
of  1992,  when  recession-racked  banks 
lost  card  customers  to  pure  play  issuers. 
It  won't  be  long  before  the  theory  is  put 
to  test.  Card  companies  have  extended 
borrowing  lines  to  Americans  to  an  all- 
time  high  of  $3  trillion,  nearly  double 
the  level  just  four  years  ago.  Personal 
bankruptcy  filings  are  expected  to  jump 
10%  to  20%  this  year. 

"Everyone's  worried  about  the 
slowdown  and  this  company  is  stepping 
on  the  gas,"  says  David  S.  Berry,  a 
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 CAPITAL  ONE 

Keefe,  Bruyette  &  Woods  analyst  who 
has  a  "buy"  on  the  stock.  "It's  white- 
knuckle  time." 

Capital  One,  headquartered  in  Falls 
Church,  Va.,  first  made  its  big  mark  in 
the  industry  in  the  early  1990s  when 
card  companies  charged  a  19.8%  inter- 
est rate  across  the  board  to  their  mid- 
dle-income customers.  The  genius  of 
Morris  and  Fairbank  was  to  burrow 
deep  into  the  spending  habits  and 
lifestyles  of  these  so-called  prime  cus- 
tomers to  find  the  better  bets,  then  offer 
them  various  rates  based 
on  their  various  risks. 
Citibank,  MBNA  and  First 
USA  caught  on  and 
flooded  the  market  with 
direct  mail.  So  the  two 
men  left  the  prime  mar- 
ket to  target  the  higher- 
risk  customers,  called 
subprime. 

The  bet  was  that  they 
could  find  prime  bor- 
rowers in  subprime 
clothing.  Customers  with 
no  credit  record  or  with  a  single  default, 
for  instance,  weren't  even  considered  for 
a  card  back  then.  Capital  One  decided  to 
lend  a  select  few  of  them  a  little  money 
each  month  to  see  if  they  would  pay.  It 
worked.  The  two  men  had  reinvented 
the  industry  again. 

The  "surgical"  slicing  of  the  market, 
in  Morris'  words,  has  led  to  an  impres- 
sive twinning  of  numbers.  Providian 
Financial  Corp.,  a  subprime  lender, 
grosses  26%  on  its  loan  portfolio  but 
loses  8%  of  the  portfolio  to  deadbeats 
each  year.  Capital  One  grosses  22% 
with  losses  of  just  4%. 

Now  Capital  One  is  targeting  prime 
again.  It  says  it  is  reentering  the  busi- 
ness because  competition  has  eased. 
But  Capital  One's  biggest  rivals  are  in 
fact  expanding,  not  retreating. 
BAlGlobal  Inc.,  a  market  researcher, 
says  the  top  ten  card  issuers  doubled 
their  volume  of  direct  mail  solicitations 
last  quarter,  compared 


that,  in  Fairbank's  words,  it  has  "never 
seen  more  opportunity  than  now."  The 
company  likes  to  talk  about  its  small 
market  share — it  accounts  for  just  4% 
of  total  card  loans.  But  it  knows  that  its 
supply  of  ideal  customers  will  eventu- 
ally run  out.  This  is  a  problem  for  a 
growing  company.  To  hit  its  ambitious 
30%  earnings  target  this  year,  Capital 
One  plans  to  have  42  million  customers 
by  year's  end,  up  8  million. 

That's  a  steep  number.  Citigroup 
added  just  3  million  last  year.  What's 


;  Numoei 


Capital  One  is  grabbing  more  and  more  credit  card 
customers  while  they  fall  deeper  and  deeper  into  debt. 


:apital  One  customers  in  1995 


Capital  One  customers  in  2000 


U.S.  household  debt  in  1995 


U.S.  household  debt  in  2000 


One;  Federal  Reserve;  Jerome  Le/y  Economics  Institute. 


more,  the  figure  doesn't  include  all  the 
new  customers  Capital  One  needs  to 
replace  old  ones  who  have  bolted  to  ri- 
vals. The  company  doesn't  say  how 
many  accounts  it  loses  each  year.  If  you 
assume  it  loses  no  fewer  than  does  the 
average  card  company,  the  number  of 
new  customers  it  needs  to  attract  would 
be  12  million.  That  is  10%  of  all  U.S. 
households  and  nearly  double  the 
number  it  added  two  years  ago. 

Getting  new  customers  is  crucial 
not  just  to  goose  the  company's  earn- 
ings but  to  keep  the  charge-off  ratio  at 
a  low  4%.  An  important  subtlety 
about  this  ratio,  not  well  understood 
by  most  investors,  is  that  it  mixes 
chronological  apples  and  oranges.  To 
get  the  number,  a  credit  card  com- 
pany compares  bad  loans  being 
charged  off  now — meaning,  the  bor- 
rower stopped  paying  six  months 
ago — with  loans  outstanding  today.  A 


more  meaningful  ratio  compa 
today's  charge-offs  with  loans  a 
standing  nine  months  ago.  By  t 
score  Capital  One's  loss  rate  is  5.i 
slightly  better  than  average. 

Capital  One  does  seem  better  r. 
pared  than  most  lenders  for  a  do^ 
turn.  People  tend  to  borrow  to  the  li 
on  their  cards  in  tough  times  to  pay 
secured  debts,  like  mortgages.  Cap 
One  allows  its  average  customer  to  t 
row  up  to  $2,200  at  any  one  time, 
average  figure  for  the  industry 
$8,000.  So  Fairbank  and  Morris  st; 
to  lose  less  than  their  competitor: 
this  particular  kind  of  deadbeat. 

And  the  duo  has  proven  skep 
wrong  before.  Though  subprime 
big  source  of  Capital  One's  profits, 
company  did  start  adding  weal 
"superprime"  customers  to  its  i 
three  years  ago,  luring  them  with 
quent-flier  miles  that  can  be  used 
any  major  airline  or  pictures  of  p 
players  on  cards  for  polo  enthusia 
This  market  is  not  only  keenly  comj 
itive,  it's  dangerous.  When  the  wea 
default,  they  cut  deeply  into  a  c 
company's  profits.  Capital  One's  cc 
puters  seem  to  have  found  not  only 
safest  bets  but  also  those  who  sp» 
enough  to  compensate  for  the  groi 
tendency  not  to  pay  late  fees. 

Yet  the  company  is  clearly  un 
pressure.  It  recently  announced  t 
it  is  raising  its  low  credit  ceiling; 
help  expand  the  loan  portfolio, 
lieving  the  need  to  find  new  c 
tomers.  Given  the  shaky  economy 
difficult  not  to  worry.  It  doesn't  h 
that  Fairbank  and  Morris  recer 
sold  stock  worth  $72  million  and 
million,  respectively. 

Michael  Auriemma,  a  well-knc 
industry  consultant,  likens  the  c 
right  now  to  gymnasts  on  a  bala 
beam.  "The  beam  is  getting  narrc 
and  higher  off  the  ground,  but  they 
still  perform." 

Where's  the  net? 


with  a  year  earlier.  It  ccmm  ■  ■      ■  ■  -  ■  ■  ■ 

hardly  looks  like  a  repeat  tveryone  s  worried  ana  this  company  is 

of  1992. 

Capital  One  insists 


stepping  on  the  gas.  It's  white-knuckle  time. 


78     FORBES"  April  2,  2001 


iBaan.com 


both  pointless 


pen  is  mightier  than  the  sword  then  the  pencil  must  be  mightier   and  careful  development  A  process  that  Baan  has  been  perfecting 


FC1 

Why?  Because  what  you  write  can  be  changed.  Developed, 
e>  need  and  honed  to  perfection.  Equally,  development  without 
ion  is  ...  well  ...  impossible. 

ing  practical,  effective  and  flexible  information  systems  for 
business  is  no  different.  A  process  of  inspiration,  application 


(along  with  information  systems)  for  23  years. 
From  the  accounting  systems  you  need  now  to  collaborative 
commerce  solutions  that  will  help  your  business  into  the  networked 
economy.  All  based  on  proven  technology  and  the  knowledge 
that  everything  can  be  improved. 


get  to  the  point 


mvensys 

Software  Systems 


CREATIVE  GIVING 


Not  just  a  charity:  Robert  Beall 
talking  to  a  young  cystic  fibrosis 
patient  at  Johns  Hopkins  Hospital. 


Drug  Money 

Most  disease  foundations  are 
passive  grant-givers.  The  Cystic 
Fibrosis  Foundation  is  a  very  different 
beast— more  like  a  biotech  financier. 

ROBERT  BEALL  CALLED  HALF  A  DOZEN  BIOTECH 
companies  two  years  ago,  inquiring  about  auto- 
mated technology  to  screen  for  cystic  fibrosis 
drugs.  Most  didn't  even  return  his  phone  call.  Beall 
is  used  to  that  kind  of  treatment.  He  heads  not  a 
big  drug  company,  but  the  Cystic  Fibrosis  Foundation.  "The 
attitude  is,  'First,  your  disease  is  small,  and  second,  you're  a 
charity,' "  says  Beall. 

Beall  hasn't  let  the  rejections  deter  him.  In  fact,  he  has 
turned  the  foundation  into  a  virtual  drug  company,  funding 
extensive  research  and  forming  partnerships  in  ways  that 
nonprofits  typically  avoid.  He  has  to,  he  says,  if  he  wants  to 
find  an  effective  treatment  for  cystic  fibrosis.  Handing  out 
small  grants  to  academic  researchers  won't  do  the  trick.  In- 
stead, he  is  putting  much  of  the  foundation's  budget  ($142 
million  this  year)  into  product  development. 

The  for-profit  drug  companies  have  to  be  prodded  to  in- 
vest in  research  for  this  fatal  lung  disease  because  the  market 
is  so  small.  The  genetic  ailment  afflicts  between  25,000  and 
30,000  people  in  the  U.S.  Life  expectancy  is  32  years.  Sales  of 
cystic  fibrosis  drugs  now  amount  to  less  than  $300  million  a 
year,  scarcely  worth  the  attention  of  a  big  drug  company 
even  if  it  discovered  a  magic  bullet  capable  of  capturing  the 


whole  market.  For  now  cystic 
brosis  drug  sales  come  mos 
from  two  drugs,  Pulmozyn 
which  thins  mucus  in  the  lun 
and  TOBI,  an  inhaled  version  o 
standard  antibiotic. 

So  Beall  has  thrown  out  1 
way  most  foundations  work.  H< 
making  big  bets  on  new  genom 
technologies  and  shepherdi 
drugs  through  human  trials,  mi 
like  a  pharmaceutical  compa 
partnering  with  startups.  Most 
the  foundation's  money  is  rai< 
from  special  events  such 
walkathons,  though  in  1999  the  1 
and  Melinda  Gates  Foundati  k 
gave  $20  million. 

"In  the  last  three  years  we  re 
ized  we  had  all  this  informati 
[the  cystic  fibrosis  gene  was  c 
covered  in  1989],  but  there  are  no  takers,"  says  Beall.  "' 
had  to  entice  companies  by  helping  them  financially  a 
with  trials." 

So  far  the  foundation  has  showered  money  on  1 1  com] 
nies,  including  big  ones  like  Genzyme  and  newcomers  si 
as  MoliChem  Medicines,  Inologic  and  Altus  Biologies 
helped  launch  PathoGenesis  (now  part  of  Chiron)  and 
publicly  traded  Inspire  Pharmaceuticals  and  SciClone  Ph 
maceuticals.  It  doesn't  take  equity  stakes  in  for-profit  vi 
tures,  although  it  could  without  transgressing  the  federal 
laws  on  charities. 

Last  May  the  foundation  pledged  $46.9  million  to  Aur< 
Biosciences.  The  money  is  partly  contingent  on  whether 
San  Diego  biotech  company  hits  certain  research  milesto 
and  discovers  three  drug  candidates  over  the  next  five  ye; 
That's  big  money  to  Aurora,  comparable  to  the  $50  millio 
received  from  Pfizer.  If  Aurora's  scientists  discover  someth 
worth  commercializing,  the  foundation  and  Aurora  will 
cense  the  drugs  to  a  pharma  company,  splitting  the  royalt 

For  newer  partnerships  Beall  plans  to  ask  for  a  muiti 
on  his  investment  instead  of  royalties.  In  March,  for  instar 
he  signed  a  $25  million  research  deal  with  Altus  Biologic 

i  Sng9r  Pflddy  » .»«— — — . 

The  Cystic  Fibrosis  Foundation  has  given  grants  or  helped 
finance  II  companies  so  far.  Here  are  its  5  largest  grants. 

Company  Grant  ($mil)  Goal 


Aurora  Biosciences     $46.9      Drugs  to  target  deficient  protein 


Altus  Biologies 

25.0 

Drug  to  replace  missing  digestive  enzyme 

Structural  GenomiX 

13.2 

Identify  the  3-D  structure  of  key  protein 

Chiron 

1.7 

Drugs  to  target  bacteria  in  lungs 

Copernicus  Gene  System 

0.5 

Gene  therapy 

Source:  The  Cystic  Fibrosis  Foundation. 
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any  information  source, 
one  view. 


lists,  sales  figures,  marketing  reports,  financial  data,  person- 
es.  How  many  different  applications  and  systems  do  your 
e  use  to  keep  tr^ck  of  all  the  information  they  need? 
iBaan,  the  ans       is  simple.  One.  A  single  environment  that 
ates  all  your  business  information.  Then  lets  you  share  that 
p  nation  among  customers,  suppliers  and  staff  to  create  a  truly 


collaborative  enterprise.  All  the  people  you  choose  get  all  the 

information  they  need.  And  you  get  the  chance  to  build  a  truly 

networked  business  for  the  networked  economy. 

The  reason  is  simple.  It's  your  business  and  you  want  it 

to  operate  efficiently.  Your  information  systems  should  make  that 

easier,  not  harder. 


fib 


get  to  the  point 


mvensys 

Software  Sysler 


r.RF. ATI VF,  GIVING  ,  

Altus  gets  approval  for  a  cystic  fibrosis  drug,  it  will  immedi- 
ately pay  the  foundation  something  less  than  $100  million, 
regardless  of  sales. 

Trained  as  a  biochemist,  Beall,  57,  joined  the  foundation 
in  1980  from  the  National  Institutes  of  Health.  He  started 
implementing  his  new  business  model  three  years  ago,  after  a 
successful  collaboration  with  PathoGenesis  that  led  to  the  de- 
velopment of  TOBI.  The  foundation  had  run  early  trials  of 
the  drug.  PathoGenesis  founder  Wilbur  Gantz  was  impressed 
with  the  data.  He  bought  the  foundation's  rights  for  $17  mil- 
lion in  cash,  and  TOBI  became  the  company's  bestselling 
drug,  with  $86  million  in  sales  last  year. 


The  foundation  also  contributes  money  to  eight  hos 
tals,  including  Baltimore's  Johns  Hopkins  Hospital  and  Se 
tie's  Children's  Hospital,  to  help  recruit  patients  for  ear 
stage  clinical  trials.  Two  years  ago,  Inspire  Pharmaceutic 
wanted  to  start  testing  a  lung-clearing  compound.  With  l 
help  of  the  foundation,  it  took  only  six  months  to  enroll 
patients,  whereas  it  would  have  taken  Inspire  twice  as  long 
its  own. 

Beall  is  taking  on  some  pretty  big  risks  by  betting 
fledgling  companies.  But  he  sees  no  other  way.  "We  have 
take  the  risk,"  he  says.  "We  have  a  responsibility  for  our  j 
tients'  destiny." 


NTTMBFKS  GAME  

BY  ELIZABETH  MACDONALD  WITH  DANIEL  KRUGER 


Aiding  and  Abetting 


The  SEC  isn't  just 
going  after  companies 
that  puff  up  their 
revenues.  The  new 
front  in  its  earnings 
management 
campaign:  customers 
who  provide  cover. 

ALL  THOSE  TECH  COM- 
panies  that  are  padding 
their  revenues  couldn't 
be  doing  it  without 
some  conniving  by 
their  customers.  Such  is  the  rea- 
soning of  the  Securities  &  Ex- 
change Commission.  In  a  new  line 
of  attack,  the  agency's  Silicon  Val- 
ley bureau  is  pursuing  not  just  the 
padders  but  the  accomplices. 
Brace  yourself  for  some  nasty  en- 
forcement actions. 

"All  too  often,  companies 
wouldn't  be  able  to  accomplish  the 
frauds  without  the  assistance  of 
their  customers.  We  want  to  make 
customers  stop  and  think  before 
they  play  these  games  that  they 
may  get  hit  with  a  lawsuit  h  orn  the 
SEC,"  says  Helane  L.  Morrison,  dis- 
trict administrator  of  the  SEC's  San 
Francisco  office,  which  oversees 
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As  much  fun  as  you  can  have 
and  still  run  for  office  someday. 

You  are  wrapped  in  pure  roadster  styling.  Senses  alive.  A  mid-mounted  engine  singing  with 
unbridled  joy.  And  the  committees  that  frown  on  such  fun?  They  ride  in  boring  cars,  behind 
tinted  glass.  Veto  them.  The  Boxster.  To  contact  us,  call  1-800-PORSCHE  or  porsche.com. 


NUMBERS  GAMK 


Silicon  Valley.  The  U.S.  attorney's  office  in  San  Francisco, 
which  works  with  the  SEC  on  accounting  fraud  cases,  is  also 
gearing  up  its  surveillance. 

A  telling  example  of  customer  collusion  is  the  imbroglio 
surrounding  McKesson  HBOC,  the  San  Francisco  health  care 
products  distributor.  In  January  1999  McKesson  bought  HBO 
&  Co.,  a  health  care  software  vendor,  for  $14  billion.  McKesson 
overpaid.  It  was  soon  revealed  that  HBOC  had  used  sham  deals 
to  inflate  profits  big-time.  In  July  1999  McKesson  HBOC  re- 
stated three  years  of  earnings.  The  stock  promptly  skidded 
from  $65  to  $34,  where  it  remains  today.  The  alleged  overseers 
of  the  fraud,  HBOC's  former  co-presidents,  Jay  Gilbertson,  40, 
and  Albert  Bergonzi,  51,  are  now  under  criminal  indictment 
and  face  up  to  ten  years  in  prison  plus  a  $1  million  fine  each. 
Both  have  pleaded  not  guilty.  McKesson  HBOC  says  it  took  im- 
mediate and  sweeping  mea- 
sures to  fix  the  mess. 

Backdating  at  McKesson 
HBOC  was  clearly  out  of  con- 
trol, involving  hundreds  of 
sales  contracts,  according  to 
investigators.  For  instance,  on 
Apr.  5,  1999,  almost  a  week 
after  McKesson  HBOC  closed 
its  1999  fiscal  fourth  quarter, 
computer  hardware  maker 
Data  General  suddenly 
agreed  to  buy  $20  million  of 
HBOC  software  in  a  deal 
backdated  to  Mar.  31,  1999. 
The  deal,  which  made  up 
17%  of  its  software  revenues 
for  the  fourth  quarter,  helped 
McKesson  HBOC  beat  analyst 

forecasts,  with  62  cents  a  share  in  quarterly  earnings.  Without 
the  deal,  it  would  have  missed  the  estimates. 

But  what  did  Data  General  get?  A  simultaneous  contract  to 
sell  $25  million  of  hardware  to  McKesson  HBOC,  plus  a  side 
letter  that  said  it  could  return  the  software.  Michael  Dicke,  an 
SEC  enforcement  official  in  San  Francisco,  terms  the  deal  "very 
unusual"  because  Data  General,  as  a  hardware  manufacturer, 
has  little  need  for  software.  Computer  storage  giant  EMC, 
which  bought  Data  General  last  fall,  declined  comment. 

HBOC  also  got  Internet  health  company  WebMD  to  back- 
date to  Dec.  31,  1998  a  $5  million  software  sales  contract  that 
was  actually  inked  Jan.  7,  1999.  And  who  negotiated  the  back- 
dated contract  on  WebMD's  behalf?  HBOC's  Gilbertson,  who  by 
then  had  quit  HBOC  to  become  WebMD's  president  and  chief 
operating  officer.  WebMD  says  he  has  left  the  company,  declin- 
ing further  comment;  Gilbertson's  attorney  says  he  denies  the 
charges.  Bergonzi  also  declined  comment.  To  date  the  SEC  has 
not  filed  any  action  against  Data  General  or  WebMD  in  the  mat- 
ter. It  declined  further  comment. 

But  in  a  case  involving  Hybrid  Networks,  a  wireless  com- 
munications outfit  in  San  Jose,  Calif.,  the  SEC  did  admonish 


an  executive  at  its  distributor,  Ikon  Office  Solutions,  to  waj 
his  step.  When  Hybrid  felt  its  weak  fourth-quarter- 1997  nul 
bers  wouldn't  support  the  valuation  of  its  recent  initial  pull 
offering,  it  sent  out  an  SOS  to  Ikon,  asking  the  distributor 
buy  $1.5'  million  worth  of  modems.  "It's  very  common  fo 
manufacturer  to  call  you  up  and  say,  'I  need  to  hit  my  qu; 
terly  number,  would  you  mind  giving  me  a  purchase  order 
$100,000?"'  Ronald  Davies,  the  Ikon  executive  who  handl 
the  sale,  told  FORBES. 

Davies,  a  churchgoing  Mormon,  says  he  first  balked  1 
cause  Ikon  didn't  have  any  customers  for  Hybrid's  modei 
Still,  maintaining  a  good  relationship  with  the  supplier  w 
out,  and  Ikon  placed  the  order  on  the  last  day  of  Hybri 
fourth  quarter.  To  make  this  easier  to  swallow,  Ikon  got  a  s 
letter  that  essentially  said  it  could  return  the  modems  withe 
paying  for  them.  And  that's  exactly  what  Ik 
did,  in  1998. 

But  when  the  SEC  saw  that  a  third  of  F 
brid's  fourth-quarter  revenue  came  from 
not-so-final  sale  made  on  the  last  day  of  I 
quarter  to  one  customer,  it  sued  Hybrid.  Af 
Hybrid  restated  its  1997  earnings,  its  los 
deepened  to  $22  million.  Davies  got  hit  wit 
cease-and-desist  order  telling  him  not  to  v 
late  securities  laws  again.  He  had  e-mailed  F 
brid  claiming  no  knowledge  of  secret  side 
ters,  which  Hybrid  then  gave  to  its  auditor 
Sometimes  it  takes  more  than  side  lett 


Morrison  and  her  team  want  corporate  client 
to  "think  before  they  play  these  games."  


to  seduce  customers.  For  Troy  Lee  Wood,  48,  it  took  $17,00C 
cash  and  gifts.  That's  what  the  former  president  of  Dallas-ba: 
National  Health  Services  got  in  return  for  signing  off  oi 
bogus  $1.3  million  purchase  of  software  and  equipment  fr< 
Automated  Telephone  Management  Systems.  And  ATM,  wh 
needed  the  deal  to  meet  its  1993  numbers,  told  Wood  that  f 
tional  Health  would  not  have  to  accept  the  products  or  pay 
them.  The  SEC  says  Wood  then  supplied  three  fake  docume 
that  ATM  used  to  substantiate  the  sale  to  outside  auditors. 

Wood  played  down  his  role  in  an  interview  and  says  f 
the  $17,000  in  gifts  were  "referral  fees"  for  directing  other  c 
tomers  to  ATM.  "I  didn't  even  know  I  was  doing  someth 
wrong,"  he  says  in  an  interview.  After  the  SEC  slapped  him  w 
a  cease-and-desist-order,  Wood  became  a  self-employed  ins 
ance  salesman.  ATM  shut  down  in  1994. 

Leslie  R.  Caldwell,  assistant  U.S.  attorney  in  San  Francis 
figures  there  will  be  a  lot  more  customer  mischief  to  sniff « 
over  the  next  year.  "As  there's  an  economic  downturn,  it  \ 
become  more  tempting  [to  fudge  sales],"  she  says.  Invest 
didn't  need  another  reason  to  be  leery  of  high-priced  te 
stocks,  but  they've  got  one  here. 
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Well,  you  know  what  we  mean:  teamwork.  The  real  kind.  Ask  our  custoi 
about  the  impact  of  our  teamwork.  Last  year,  we  helped  them  save  nearly  700,000 
disability  days,  reduce  claims  by  20%  and  lower  their  cost  of  claims  by  10%.  Results 
like  these  come  from  partnering  with  our  customers  on  every  angle  of  insurance, 
through  our  unique  team  process  called  Liberty  Works™.  It's  how  we  evaluate  their 
business  from  top  to  bottom,  helping  them  uncover  safety  and  savings  opportunities. 
It's  how  we  customize  the  best  insurance  for  each  individual  business.  And  ultimately, 
teamwork  is  how  we  make  your  insurance  more  effective  and  easier  to  manage. 


WORKERS  COMP 


To  learn  about  case  histories  in  your  industry, 


'  more  information,  call  1-800-4-LIBERTYor  go  to  www.libertymutualgroup.com 


Liberty 
Mutual 


$ 


How  to  make  yours  work  even  harder. 

Get  more  for  your  investment  dollar 
with  American  Express  Brokerage. 

Smart  investors  look  for  value.  And  they  find 
it  at  American  Express  Brokerage.  Simply  open 
an  account  and  you  can  qualify  for  free  online 
stock  trading*  Enjoy  fee-free  banking  features 
like  online  bill  payment,  ATM  withdrawals  and 
unlimited  check  writing*  in  addition  to  attractive 
money  market  rates*  Plus,  you  can  even  receive 
a  complimentary  American  Express®  Gold  Card 
valued  at  $75.§  When  it  comes  to  online  trading, 
American  Express  gives  you  the  extras  to  help 
you— and  your  investment  dollar— do  more. 


online  trading  investments  online  banking  1-800-297-8004  americanexpress.com 
i  i  i  i  

*Three  free  online  stock  buys  per  month  with  an  account  balance  of  $25,000  or  more.  Ten  free  online  stock  buys  and  sells  per  month  with  an  account  balance  of  $1 00,000  or 
trades  of  more  than  3,000  shares,  add  $0.03  per  share  above  3,000.  Online  market  orders  at  lower  asset  levels,  online  limit/stop  orders  and  all  online  orders  in  excess  c 
monthly  free  trades  are  $19.95.  Account  balance  (defined  as  cash,  money  market  funds,  mutual  funds,  stocks,  options,  and  bonds)  is  reviewed  periodically  to  determine  commis 
These  commissions  do  not  apply  to  the  sale  of  restricted  stock.  Fees  and  commissions  are  subject  to  change.  'If  your  balance  falls  below  $5,000,  you  will  incur  a  monthly  service 
to  maintain  check-writing  and  ATM/debit  card  features.  ATM  surcharge  reimbursements  are  available  for  a  limited  time  only  for  customers  with  less  than  $25,000  in  assets, 
with  balances  below  $25,000  will  incur  a  monthly  service  fee  of  $6.95  for  our  online  bill  payment  service.  'An  investment  in  a  money  market  fund  is  not  guaranteed  by  th 
Deposit  Insurance  Corporation  or  any  other  government  agency.  Although  the  fund  seeks  to  preserve  the  value  of  your  investment  at  $1 .00  per  share,  it  is  possible  to  lose 
investing  in  the  fund.  Investments  are  not  insured  by  the  FDIC,  are  not  deposits  or  obligations  of  or  guaranteed  by  a  financial  institution,  involve  investment  risks  including  possit 
principal.  All  deposit  products  and  services  are  offered  by  American  Express  Centurion  Bank,  a  federally  insured  financial  institution.  5To  be  eligible  for  a  fee-waived  Gold  Card, 
have  $25,000  or  more  in  assets  in  your  account  or  on  deposit  with  American  Express  Centurion  Bank.  American  Express  Financial  Advisors  Inc.  Member  NASD  and  SIPC. 
Express  Company  is  separate  from  American  Express  Financial  Advisors  Inc.  and  is  not  a  broker-dealer.  ©2001  American  Express  Financial  Corporation.  All  rights 


rhe  Great  Divorce 

rudential  Securities'  wild  idea:  Separate  stock 
•okerage  from  investment  banking—and  give  the 
itail  customer  an  honest  analyst's  opinion  or  two. 


ASHLEA  EBELING 

HE     WALL  STREET  BROKERAGE 
house  whose  analysts  deliver 
l^m  unbiased  research?  Whose 
HA  brokers  have  no  special  sales 

1A  targets?  Prudential  Securities 
I  that's  how  it  will  now  do  business, 
i  delicious  irony  is  that  this  promise 
lies  from  a  firm  that  was  tarred  and 


linnecy.  Rofik 


giant  insurer  and  its  subsidiary,  Prudential  Securities,  have  had  their  ups  and  downs  over  the  past  two  decades. 


feathered  in  the  early  1990s  for  selling 
bum  partnerships. 

"Yeah,  we  had  some  problems,"  con- 
cedes the  company's  new  chief  executive, 
John  Strangfeld.  "We  fixed  them,  and  we 
paid  the  price,  too  [$1.5  billion  in  settle- 
ments, in  addition  to  lost  business]. 
What  you're  hearing  today  is  offense,  not 
defense.  It's  substance,  not  spin." 


Arthur  Ryan,  chief  executive  of 
the  brokerage's  parent  company, 
Prudential  Insurance  Co.  of  Amer- 
ica— a.k.a.  the  Rock — handpicked 
Strangfeld,  48,  for  the  job  last  fall. 
Ryan  is  positioning  the  whole  com- 
pany for  a  public  offering,  expected 
this  October,  and  wants  it  double- 
barreled  to  provide  "growth"  and 
"protection."  That  means  selling 
stocks  and  selling  annuities  and  life 
insurance.  The  man  who  nursed 
the  securities  arm  back  from  the 
brink,  Hardwick  Simmons,  wanted 
to  split  from  the  parent.  Ryan  said 
no,  and  Simmons  left  in  October — 
now  he  heads  the  Nasdaq. 

Strangfeld  has  spent  half  his  life 
with  Newark,  NJ. -based  Prudential 
and  continues  as  head  of  the  Rock's 
$300  billion  asset-management 
group.  But  since  crossing  the  Hud- 
son to  his  34th-floor  brokerage  of- 
fice overlooking  the  Brooklyn 
Bridge,  he  hasn't  even  had  time  to 
put  photos  of  his  equestrian  pur- 
suits on  the  wall.  He's  been  too 
busy  breaking  china. 

Strangfeld  first  eliminated  the 
struggling  institutional  fixed-in- 
come unit,  which  underwrote  cor- 
porate bonds.  Then  he  decimated 
the  firm's  investment  banking  unit, 
another  moneylosing  operation. 
Only  about  30  out  of  300  invest- 
ment bankers  remain.  They  will  broker 
comanaged  deals  to  meet  client  de- 
mand for  access  to  public  offerings. 

What  is  left  is  a  brokerage  firm  in 
business  to  serve  investors,  not  under- 
writing clients.  If  it  works,  it  will  be 
quite  a  departure  from  Wall  Street  tra- 
ditions, which  call  for  analysts  to  be 
perennial  bulls  and  to  refrain  from 


1981  Prudential 
Insurance  Co.  of 
America  (founded 
1875)  acquires 
struggling  broker- 
age firm  Bache 
&  Co.  (founded 
1879)  for  $385 
million. 


1982  Bache  &  Co. 
renamed  Pruden- 
tial-Bache  Securi- 
ties. George  Ball 
replaces  Harry 
Jacobs  as  chief 
executive.  Offers 
brokers  carrot  to 
sell  tax  shelters. 


1991  Limited 
partnership  suits 
percolate  (payout 
will  reach  $1.5  bil- 
lion). New  name: 
Prudential  Securi- 
ties Inc.  (PSI). 
New  chief:  Hard- 
wick Simmons. 


Pru  settles 
insurance  sales 
practices  class 
action,  reserving 
$2.5  billion  to  pay 
policyholders.  (By 
2001  $2  billion 
paid;  individual 
cases  pending.) 


2000  Simmons 
departs;  Pru  says 
PSI  is  not  for  sale. 
John  Strangfeld,  a 
23-year  Pru  vet- 
eran, appointed  as 
brokerage's  new 
chief  executive. 
Pru  plans  IPO. 
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WHICH  IS  FASTER, 

YOUR  ASAP  OR 
YOUR  COMPETITION'S? 

As   a   fractional  owner  of  a   Learjet*1  or 
Challenger"'  business  jet,  modern  CEOs  are  able 
to  respond  with  speed  and  spontaneity  due 
to  less  congested  airfields  and  personalized 
scheduling  built  around  their  specific  business 
needs.  We  offer  the  most  complete  range  of 
latest  technology  aircraft  available  today.  So 
while  there  may  be  other  options  to  Flexjet, 
there  can  only  be  one  choice.  Flexjet.  For  more 
information  on  the  many  affordable  benefits  of 
fractional  ownership  and  our  unprecedented 
level  of  personal  service  and  attention  to  detail, 
call  1-800-FLEXJET. 


www,  flexjet.  com 


FLEXJET 

we  build  the  aircraft 


BOMBARDIER 

AEROSPACE 


PRUDENTIAL 

criticizing  the  stock  of  any  preseni 
potential  investment  banking  c\U 
The  big  wire  houses,  Strangfeld  si 
"are  beholden  to  a  system  with  1 
masters." 

Strangfeld  wants  Prudential  Sec 
ties,  still  the  seventh-biggest  broker 
in  the  U.S.  and  holding  $280  billioi 
retail  accounts,  to  have  one  master: 
investor.  In  a  bold  and  symbolic  m 
in  February,  he  hired  former  Cn 
Suisse  First  Boston  banking  ana 
Michael  Mayo,  who  had  outraged  l 
firm's  investment  bankers  by  knocl- 
the  stocks  of  commercial  banks  fr 
which  the  investment  bankers  war 
merger  and  underwriting  de 
Strangfeld  wants  analysts  like  Mayo  \ 
will  shout  "sell"  when  it's  in  invest 
best  interests.  In  his  first  research  relH| 
in  March,  Mayo  put  sell  ratings  on  r 
bank  stocks  and  buys  on  just  three. ' 
banks  might  not  be  happy, 
Strangfeld  is.  "Mike  Mayo  is  a  symbc 
all  we  aspire  to  be,"  he  says.  "We're 
pealing  to  a  group  of  research  purisl 

Away  from  Wall  Street  there  is  an 
evidence  that  investors  hunger  f( 
straight  shot.  Midsize  brokerages  in 
hinterlands,  like  A.G.  Edwards,  P 
mond  James  and  Legg  Mason,  h 
done  just  fine  with  minimal  investmi 
banking  ties.  But  Strangfeld  has  to 
his  investor-centric  message  both  to 
vestors  mindful  of  recent  history  an- 
the  company's  own  18,000  employe 

Strangfeld  is  taking  his  messag- 
employees  in  a  16-city  tour.  At  one  i 
rah  session  in  Philadelphia  in  Febri  | 
he  told  120  of  them,  "My  intention  i 
see  Prudential  Securities  as  the  jewe 
Pru's  crown."  One  gem  of  an  idea:  ] 
the  analysts  to  cover  more  large- 
stocks.  In  the  old  days  three-quarter 
the  research  coverage  was  on  small 
midcap  stocks,  investment  banking 
ritory.  He  added  that,  starting  this  y 
branch  managers  will  be  compens; 
in  part  on  anonymous  customer  sa 
faction  ratings  of  the  brokers. 

The  brokers  in  Philadelphia  lo 
the  changes.  But  Prudential  still  n 
repair  its  reputation  with  invest- 
who  have  long  memories  of  th 
busted  partnerships. 


Revenge  of  the  Horseplayers 

Mercilessly  overcharged  by  the  racing  cartel  for  years,  serious  bettors 
now  see  possible  liberation  in  an  emerging  free  market. 


BY  DAN  SELIGMAN 

WHERE  IS  DAVID  BOIES  WHEN 
you  need  him?  The  crackerjack 
attorney  was  there  for  us  when 
art  auction  houses  rigged  commission 
rates.  But  he  has  yet  to  be  heard  from  in 
defending  consumers  against  the  odi- 
ous cartel  that  runs  Thoroughbred  rac- 
ing in  America. 

The  cartel's  members  include  the 
racetracks,  the  offtrack  betting  opera- 
tions— whose  volume  is  five  times  that 
of  the  tracks — and  the  state  govern- 
ments overseeing  it  all.  Day  after  day  the 
industry  extracts  from  its  customers 
something  like  20%  of  the  bundle  they 
bring  to  the  game.  That  20%  vigorish 
comes  to  maybe  $3  billion  a  year. 

In  a  competitive  world  the  house  take 
for  letting  horses  run  around  an  oval 
would  be  considerably  less.  This  is  not, 
however,  a  market  with  free  and  open 
competition,  because  of  the  heavy  hand  of 
state  regulation  of  the  gambling  industry. 
The  regs  mandate  high  "takeouts" — the 
money  taken  out  of  pari-mutuel  betting 
pools  before  the  winners  are  paid — and 
the  states  themselves  share  in  the  takeouts. 
A  typical  racetrack  takes  out  15%  on  win, 
place  and  show  bets  and 
25%  to  30%  on  exotic  bets 
like  trifectas  (you  must  pick 
the  first  three  horses  to 
cross  the  finish  line,  in 
order).  The  average  is  the 
infamous  20%. 

In  an  ideal  world  the 
legislatures  of  the  43  states 
where  horse  betting  is 
legal  would  be  carted  off 
to  jail  for  price-fixing. 
That  hasn't  happened — 
but  price  competition  is 
coming  anyway. 

It  began  in  Las  Vegas  in 
the  mid-1990s,  when 
sports  books  at  some  small 
casinos  began  offering  a 


fascinating  deal  to  heavy-hitting  horse- 
players, defined  as  characters  averaging 
bets  of  several  thousand  dollars  a  day. 
Basic  proposition:  The  players  would  still 
receive  track  odds  on  their  winning  bets, 
i.e.,  odds  reflecting  the  price-fixed  take- 
out. But  at  periodic  intervals  they  would 
get  back  maybe  10%  of  the  money  they 
had  put  up.  This  black  market,  i.e.,  free 
market,  was  telling  the  world  that  the 
competitive  price  for  takeouts  was  10%, 
not  20%.  A  winning  ticket  that  paid  $80 
under  cartel  rules  would  pay  $90  in  the 


Placing  Bets 


Only  16%  of  pari-mutuel 
betting  is  now  done 
at  racetracks;  all  the 
growth  is  offtrack. 

Total  Thoroughbred  belting 

M  On-track      m  Offtrack 
$16(bil) 

14 

12 

10 

8 

6 

4 

2 

0 

Source:  The  Jockey  Club. 


free  market. 

The  Nevada  rebates 
triggered  hysterics  in 
California,  where  racing 
officials  observed  their 
own  big  bettors  increas- 
ingly visiting  Las  Vegas. 
Demanding  rebate  sup- 
pression, the  California 
tracks  threatened  to  cut 
off  all  simulcasts  to 
Nevada — a  potential  dis- 
aster for  the  lavish  multi- 
screen theaters  at  the  big 
casinos.  Caving  in  to  the 
Golden  State  and  the  big 
casinos  (and  in  effect 
telling  consumers  to 


drop  dead),  the  Nevada  legislatur 
1997  made  it  illegal  to  "refund  or  re 
to  a  patron  any  portion  or  percenta§ 
the  full  value  of  an  offtrack  pari-mu 
wager."  Whether  this  has  actu 
stopped  all  rebating  in  Nevada  is  ar 
teresting  question.  Paul  Berube,  pi 
dent  of  the  Thoroughbred  Racing 
tective  Bureau,  tells  me  it  hasn't. 

In  any  case,  rebating  has  now  sp: 
across  the  land  and  over  the  wa1 
Berube's  group  puts  total  annual  re 
wagering  at  $500  million.  And,  ex 
in  Nevada,  it  all  appeal 
^^^^  be  legal.  It  is  now  poss 
for  big  players  to  dep 
funds  in  several  Caribt 
casinos  offering  rebates 
eluding  one  in  St.  Kitts) 
then  phone  in  bets  e1 
day.  Similar  deals  are  a 
able  in  Indian  casinos 
eluding  the  Coeur  d'A 
in  Idaho)  and  in  score 
maybe  hundreds  of  offt 
betting  shops. 

An  article  in  Blood-t 
magazine  last  year  hee 
hinted  that  Racing  Serv 
a  North  Dakota-based  c 
pany  that  owns  and  franchises  offt 
betting  operations  in  four  states, 
offering  rebates.  The  article  mentic 
a  major  player  who  had  moved  f 
Las  Vegas  and  was  now  placing  his 
at  the  company's  headquarter 
Fargo.  Charming  detail:  The  guy 
shoving  money  at  two  tellers  who 
there  exclusively  for  him.  I  rece 
asked  Susan  Bala,  president  of  Ra 
Services,  whether  her  company  off 
rebates,  and  she  said  it  depends  on 
you  define  that  term.  I  also  asked 
whether  the  guy  in  Fargo  was  still  g 
strong,  and  she  said  he  was. 

When  the  bettors  opt  for  wint< 
Fargo,  you  have  to  believe  the  car' 
in  trouble. 
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Point  of  View  By  SteveJLHanke 


Truth  or  Consequences 


PUBLIC  COMPANIES  OCCASIONALLY  DISSEMBLE  OR 
even  lie.  When  they  do,  the  perpetrators  risk  trou- 
ble with  the  law.  Just  ask  the  former  chairman  and 
vice  chairman  of  Cendant.  Governments  are  held 
to  a  different,  lower  standard.  Indeed,  although  dis- 
sembling and  outright  lying  are  frowned  upon,  these  sins 
usually  go  unnoticed  and  unpunished. 

Take  NATO's  operations  in  Kosovo.  After  the  78-day  aer- 
ial bombardment  in  1999,  the  chairman  of  the  Joint  Chiefs, 
General  Henry  Shelton,  displayed  colorful  charts  to  show  the 
public  that  NATO  had  taken  out  120  tanks,  220  armored  per- 
sonnel carriers  and  450  ar- 
tillery and  mortar  pieces. 
Later,  a  suppressed  Air  Force 
report  emerged  with  the  fol- 
lowing real  count:  14  tanks,  18 
armored  personnel  carriers 
and  20  artillery  pieces. 

The  Kosovo  hocus-pocus 
is  nothing  new  and  hardly 
confined  to  the  military.  Offi- 
cial economic  data  have  long 
been  rife  with  chicanery.  The 
much-ballyhooed  Marshall 
Plan,  which  delivered  U.S.  aid 
to  western  Europe  after  World 
War  II,  is  a  case  in  point.  One 
of  the  plan's  top  European  ad- 
ministrators is  on  record  as 
saving:  "We  shall  produce  any  statistic  that  we  think  will  help 
us  get  as  much  money  out  of  the  U.S.  as  we  possibly  can." 
You  should  be  skeptical  about  whether  the  Marshall  Plan's 
success  was  all  that  it  was  advertised  to  be. 

Central  banks  in  particular  have  a  long  history  of  hiding 
information  and,  yes,  lying.  In  the  1930s  and  1940s  Great 
Britain  suppressed  and  Nazi  Germany  misstated  their  re- 
spective gold  reserve  holdings  to  mislead  the  world  about 
their  monetary  strength. 

In  more  recent  times  central  banks  of  emerging- market 
nations  have  been  the  flimflam  artists,  making  their  posi- 
tions look  better  than  reality.  The  National  Bank  of  Ukraine 
in  1996  and  1997  overstated  its  net  foreign  reserve  position, 
thus  allowing  Ukraine  to  con  the  International  Monetary 
Fund  into  sending  it  money.  The  Bank  of  Indonesia  illegally 
lent  billions  of  dollars  to  commercial  banks,  which  put  up 


A  third  of  the 
world's  central 
banks  have  no 
Web  sites.  Those 
that  do  give  little 
useful  data.  A  lot 
of  it  isn't  current. 
What  are  the 
banks  hiding? 


no  collateral.  I  uncovered 
latter  problem  when  I  was 
vising  then-President  Suh; 
in  1998.  An  official  audit  1 
found  the  practice  had  toi 
huge  hole  in  the  Indone: 
central  bank's  balance  si 
and  left  the  bank  insolvenl 
The  IMF,  which  keeps  ; 
of  these  nations  afloat, 
mands  current  and  accu 
disclosure  of  central  bai 
conditions.  After  all,  they  are  the  purveyors  of  money, 
financial  markets  worldwide  operate  in  real  time.  A  mon 
old  paperbound  report  is  useless.  So  what  better  way  is  tl 
for  a  central  bank  to  open  its  books  than  on  the  Web? 

Alas,  full  and  timely  disclosure  via  the  Internet  is  bey 
a  lot  of  the  banks.  This  I  discovered  after  conducting  an 
haustive  search  for  the  Web  sites  of  the  world's  1 74  cer 
banks.  Only  123  had  a  site.  The  other  51,  ranging  from 
central  bank  of  Afghanistan  to  that  of  Yugoslavia,  tel 
nothing.  These  countries  may  be  poor,  but  poverty  is  nc 
cuse  for  not  setting  up  a  minimal,  inexpensive  Web  site. 

The  heart  of  central-bank  disclosure  is  the  balance  si 
vital  for  determining  what  course  monetary  policy  is  foD 
ing.  It  shows  monetary  liabilities  (the  monetary  base)  or 
right-hand  side  and  their  asset  counterparts  (domestic  ; 
ernment  bonds  and  foreign  reserves)  on  the  left. 

While  most  sites  do  contain  balance  sheets,  man) 
not  current.  And  except  for  countries  with  currency  bo 
(independent  bodies  that  fix  exchange  rates),  which  1 
no  monetary  policies  and  thus  nothing  to  hide,  bala 
sheet  formats  are  literally  all  over  the  map.  You  need  t 
Sherlock  Holmes  to  interpret  the  financials  of  a  lot  of  t 
banks.  Only  63%  of  the  sites  are  in  English,  the  languaj 
the  world's  major  financial  markets.  Central  banks  ck 
need  the  equivalent  of  the  private  sector's  Internationa, 
counting  Standards  Committee  to  set  rules. 

The  obvious  conclusion  is  that  central  banks  witl 
Web  sites,  or  those  that  tell  little,  have  something  to  con 
The  IMF  should  decree  that  any  country  without  a  cut 
balance  sheet  displayed  in  English  and  in  orthodox  fas 
on  a  Web  site  does  not  qualify  for  IMF  support. 

Your  taxpayer  money  is  funding  this  international 
out  organization.  Demand  some  accountability. 


Steve  H.  Hanke  is  a  professor  of  applied  economics  at  The  Johns  Hopkins  University  in  Baltimore  and  chairman  of 
the  Friedberg  Mercantile  Group,  Inc.  in  New  York.  Find  past  columns  at  www.forbes.com/hanke  or  use  your 
:CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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emarketmakers 

Building  the  Next-Generation  Net  Market 

ay  you  live  in  interesting  times,"  goes  an  old  Chinese  curse.  These  are  inter- 
esting times  for  e-marketmakers.  Few  industry  watchers  doubt  that  Web-based 
exchanges  will  ultimately  revolutionize  the  efficiency  and  responsiveness  of  busi- 
ness. While  these  trading  networks  are  still  far  from  mature,  they  will  transform 
how  supply  chains  are  managed  and  alter  every  major  business  process  —  from 
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The  possible  dream  of  the 
Net  market  revolution  is  to 
link  and  synchronize  de- 
mand chains  and  supply 
chains  across  businesses  and  directly 
connect  a  company's  customer  and  chan- 
nel interactions  with  its  supplier  interac- 
tions. This  is  far  too  valuable  a  vision  not 
to  pursue. 

What  is  less  clear  is  the  exact  form  the 
surviving  marketplaces  will  take.  Will  they 
be  the  independent,  third-party  exchanges 
that  were  first  to  market?  Net  markets 
have  taken  a  beating  from  Wall  Street  as  it 
becomes  clear  that  those  that  simply  serve 
as  a  dating  service  between  buyers  and 
sellers  must  expand  their  offerings  or  die. 

Or,  will  they  be  the  big  industry  con- 
sortia, like  Covisint,  Aeroexchange  and 
RubberNetwork.com,  that  are  being  built 
by  industry  leaders,  usually  with  a  tech- 
nology partner?  They  must  convince  sup- 
pliers that  exchanges  dominated  by  some 
of  the  world's  leading  corporations  are 
not  simply  a  way  for  buyers  to  bully  sell- 
ers into  lower  prices. 

The  current  favorite  model  among  e-mar- 
ketplaces is  the  private  exchange  —  "an 
extranet  on  steroids,"  in  the  words  of  one 
analyst.  They  are  basically  exchanges 
owned  by  a  single,  large  firm,  such  as  Wal- 
Mart's  Retail  Link.  One  in  three  U.S.  com- 
panies with  more  than  $1  billion  in  revenue 
will  implement  an  online  trading  exchange 
by  2005,  according  to  AMR  Research, 
which  expects  as  much  as  80%  of  the  total 
investment  in  exchanges  over  the  next  five 


years  to  be  made  in  private  exchanges. 

"The  expanding  quantity  and  range  of 
e-marketplaces  creates  a  crowded,  con- 
fusing environment,"  says  Steven  J. 
Kafka,  a  top  technology  analyst  with  For- 
rester Research.  "But  as  trade  through 
these  venues  takes  off,  participants  will 
come  to  better  understand  their  needs  — 
driving  a  shakeout  over  the  next  three 
years  that  will  affect  both  dot-coms  and 
industry  consortia.  The  result:  a  new  ter- 
rain with  just  181  highly  specialized  online 
markets  in  the  U.S." 

To  position  themselves  among  For- 
rester's curiously  specific  181  Net  markets, 
over  the  past  nine  months,  most  indepen- 
dent and  industry  trading  exchanges  have 
begun  to  expand  their  functionality.  They 
are  moving  beyond  simple  trading  mecha- 
nisms and  transaction-based  revenue 
models  toward  annual  subscriptions  and 
value-added  services  that  bring  their  partic- 
ipants closer  to  the  e-marketplace  dream. 


Next-Generation 
E-Marketplaces 

The  e-marketplaces  to 
come  will  have  the  ability 
to  securely  pass  informa- 
tion between  core  busi- 
ness systems  via  the 
Internet.  This  opens  un- 
precedented opportunities 


for  collaboration  among  bus 
partners  through  tools  like  cc 
rative  planning,  forecasting  and  re 
ishment  (CPFR®). 

In  its  November  2000  report,  "E 
ness  Planning:  Participating  in  the 
Web,"  Carol  Rozwell  of  Gartner  writ< 
new  Value  Web  of  enterprise  interai 
has  emerged.  The  combination  of  eu 
business  drivers,  changing  client  der 
and  the  evolution  of  enabling  technol 
producing  a  redefinition  of  what  usee 
called  the  supply  chain  . . .  Organizi 
are  evolving  from  vertically  intec 
supply  chains  to  interconnected  ec 
terns  of  suppliers  and  clients."  The  G 
report  goes  on  to  predict  that  "By 
the  Value  Web  will  become  the  don 
construct  of  business  interaction." 

So,  who  will  survive?  There  will  bi 
ners  among  the  independent  Net  ma 
the  industry  consortia  exchanges  ar 
private  exchanges.  What  they  will  h 
common  is  the  right  combination  of  t 
exchange,  supply  chain  and  back-offic 
gration  services  to  allow  custome 
create  collaborative  business  model 
eliminate  costs  and  create  new  value. 


Web  Address  Dir 


Ajunto  •  www.ajunto.com 
Blue  Martini  Software  •  www.bluemar 
Commerce  One  •  www.commerceone. 
Manugistics  •  www.manugistics.com 
Poet  Software  •  www.poet.com  . 
SAS  •  www.sas.com 
Thomas  Register  •  www.thomasregist< 
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ThomasRegister.com 


Sets  the  Standard  for  Online  Industrial  Purchasing 


For  the  past  95  years,  Thomas 
Register's  mission  has  been  to 
serve  the  product  information 
needs  of  industrial  buyers.  The  venerable 
catalog  has  grown  from  a  single  volume 
to  what  is  the  world's  most  comprehen- 
sive multimedia  database  of  U.S.  and 
Canadian  manufacturers,  including  over  2 
million  sources  of  supply  under  62,500 
specific  product  and  service  headings. 
Thomas  Register  is  enhanced  with  over 
8,000  manufacturers'  catalogs  and  is  now 
available  in  print,  CD-ROM,  DVD  and 
online. 

"Our  print  catalogs  have  been  around  for 
nearly  100  years  and  have  become  the 
standard  sourcing  tool  for  buyers  and  spec- 
ifiers in  the  purchasing  and  engineering 
communities,"  says  Alisa  Fogel,  marketing 
director  for  Thomas  Register.  "We're 
bringing  that  same  commitment  to  be- 
come the  standard  tool  of  commercial 
buying  to  our  online  environment." 

Industrial  buyers  use  Thomas  Register 
extensively  in  sourcing  potential  suppliers, 
as  well  as  in  specifying  products  and  com- 
paring services  and  capabilities.  They  can 
easily  compare  supplier  offerings  by 
reviewing  the  information  provided  by 
more  than  23,000  advertisers.  More  com- 
panies advertise  in  Thomas  Register  than 
in  all  other  industrial  publications. 

The  familiar  print  version  is  comprised  of 
31  volumes  that  include  detailed  product 
specifications,  engineering  drawings, 
photos,  performance  data  and  service 
capabilities.  Buyers  can  easily  browse 


through  information  and  make  side-by- 
side  comparisons.  More  than  125,000 
ads  are  included  that  allow  buyers  to 
compare  suppliers  at  a  glance. 

ThomasRegister.com  currently  offers 
some  2  million  products  —  from  about 
1 ,500  companies  —  that  can  be  purchased 
online.  Fogel  says  those  numbers  are 
growing  daily.  Secure  online  ordering 
allows  a  buyer  to  locate  and  purchase 
items  using  a  credit  or  purchasing  card. 
Users  also  have  the  ability  to  negotiate 
online  with  suppliers  using 
RFQ  (request  for  quote 
functionality. 

Buyers  can  

search  by  compa- 
ny name,  product/ 
service  or  brand 
name.  Once  a 
search  is  com- 
plete, users  have 
the  option  to  buy 

or  to  receive  more  information  via  fax  and 
e-mail  request  or  document  download. 
The  added  benefit  of  following  links  to 
manufacturers'  online  catalogs  and  Web 
sites  makes  the  Thomas  Register  con- 
tent-rich with  industrial  sourcing  informa- 
tion. An  added  feature  is  the  ability  to 
download  over  1  million  dimensionally 
correct,  manufacturer-specific  CAD  (com- 
puter-aided design)  drawings.  Access  is 
free  with  registration. 

"Based  on  feedback  from  customers, 
we've  recently  enhanced  the  e-commerce 
functionality  of  the  Web  site  to  make  it 


easier  for  buyers  to  place  orders 
request  quotes,"  Fogel  says.  "With 
e-commerce  functionality,  we  now  h 
product  index  on  every  page.  V 
added  some  new  search  capabiliti 
allow  users  to  progressively  narrow 
searches.  From  a  clickable  menu,  the 
be  able  to  view  images,  discount: 
options.  We  also  plan  to  enhance  ou 
tent  by  doing  regular  polling  of  our 
on  current  events  and  issues  pertain 
all  of  our  users.  We'll  continue  to  i 
enhancements  as  needed  in  ord 
make  ThomasRegister.com  the 
user-friendly  environ 
for  industrial  buyer 
the  Web." 

Thomas  F 
ter  is  one  of 
resources 
vided  by  Tht 
Publishing 
leading  pro 
of  industrial 
service  inforrr 
through  both  print  and  electronic  pu 
ing.  The  pioneer  of  buying  guides  for 
ally  every  industry  category  in  North  / 
ica,  Thomas  has  been  bringing  buyer 
sellers  together  for  more  than  1 00  y 
In  addition  to  the  Thomas  Registe 
company  publishes  24  major  buying  gt 
29  product  newsmagazines,  two  pro 
information  exchange  services,  a  mac 
on  factory  automation  and  publicatic 
assist  buyers  in  selecting  the  most 
efficient  transportation  models. 


BRACED 


cut  costs  and  maximize  revenue  simultaneously?  What  if  supply  chain 
ement  was  united  with  pricing/revenue  optimization?  What  if  it  created  a  single 
i-end  solution  called  Enterprise  Profit  Optimization™  (EPO)?  What  if  it  helped 
at  your  profit  target  by  millions?  What  if  there  was  software  that  did  just  that? 

EXPAND   YOUR  MARGINS? 

www.manugistics.com 


menugistlcs" 


Leveraged  Intelligence 
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Poet  Software 

Connects  Suppliers  to  E-Marketplaces  and  Buyers 


Simply  put,  the  objective  of  e-mar- 
ketplaces is  to  bring  together 
buyers  and  suppliers  to  facilitate 
transactions  over  the  Internet.  In  address- 
ing this  market,  most  of  the  software 
vendors  have  focused  primarily  on 
enabling  buyers  and  handling  transac- 
tions. Yet  the  single  most  significant  chal- 
lenge facing  e-marketplaces  today  is  con- 
necting suppliers.  Poet  Software  solves 
the  supplier-enablement  challenge  with 
its  eSupplierWeb  product,  which  is  used 
by  leading  e-marketplaces,  ASPs  and 
buyers  around  the  world. 

The  roots  of  the  supplier  enablement 
problem  are  based  on  both  psychological 
and  technological  factors.  Psychological- 
ly, suppliers  are  afraid  that  e-market- 
places will  force  them  into  a  standard 
mold  that  strips  them  of  their  brand  and 
forces  them  to  compete  solely  on  price. 
Technologically,  suppliers  have  disparate 
IT  systems  that  were  designed  for  inter- 
nal use  only.  Typically,  the  data  is  com- 
pletely unsuitable  for  consumption  by 
outsiders  and  certainly  not  sufficient  to 
support  buying  decisions.  Together,  these 
two  issues  have  created  the  most  signif- 
icant challenge  to  the  explosive  growth 
of  e-marketplaces.  As  Geoffrey  Moore, 
author  of  Crossing  the  Chasm,  said, 
"Until  businesses  can  easily  produce  and 
manage  online  catalogs,  I  don't  think 
we'll  see  any  of  the  dramatic  growth  fore- 
casted by  the  compound  annual  growth 
algorithms  embedded  into  industry  pun- 
dits' spreadsheets." 


Poet  Software  addresses  both  of  these 
issues  in  a  unique  and  effective  manner. 
In  addressing  the  psychological  aspect  of 
the  problem,  Poet  realized  that  it  was 
imperative  that  suppliers  control  their 
own  data.  In  response,  Poet  pioneered 
the  self-service  supplier-enablement 
model.  Much  like  a  bank  ATM  machine, 
suppliers  can  enter  and  maintain  their 
electronic  catalogs,  which  are  sent  to  all 
of  their  various  e-marketplaces  and  buy- 
ers. Most  importantly,  this  model  enables 
the  supplier  to  ensure  that  the  data  is  rich 


enough  to  differentiate  their  products,  to 
support  their  current  pricing  and  prof- 
itability model.  The  self-service  model  has 
the  added  benefit  of  removing  a  huge 
and  costly  content  management  problem 
from  the  e-marketplaces  themselves. 

The  second  issue  is  getting  usable 
product  and  pricing  information  from  sup- 
pliers' different  IT  systems.  Poet  provides 
the  suppliers,  who  know  their  own  IT  sys- 
tems and  data,  with  the  tools  to  easily 
cleanse,  customize,  codify  and  transform 
their  product  and  pricing  information  into 
electronic  catalogs  that  can  be  used  by  all 
of  the  major  e-marketplaces  and  e-pro- 


curement  systems.  This  means  that 
pliers  gain  an  instant  electronic  cha 
It  also  means  that  e-marketplaces 
clean  content  that  will  support  elect 
buying  decisions. 

"Poet  eSupplierWeb™  delivers  a  ur 
self-service  solution  that  reduces  the 
tent  management  burden  placed  on  e 
ketplace  operators,  resulting  in  a  dran 
increase  in  the  scalability  of  their  bus 
model,"  says  Dirk  Bartels,  presiden 
chief  executive  officer  of  Poet  Soft\ 
"At  the  same  time,  eSupplierWeb  is 


attractive  to  suppliers  who  are  able  tc 
control  of  their  own  product  and  p 
data  to  ensure  that  they  maintain 
competitive  differentiation  and  stren 
existing  relationships  with  buyers  " 
By  focusing  on  connecting  suppli 
e-marketplaces  and  e-procuremen 
terns,  Poet  eSupplierWeb  is  addressir 
greatest  challenges  facing  e-suppliet 
e-marketplaces.  The  success  of  this 
tion  is  demonstrated  by  Poet's  cus" 
list,  which  includes  both  innovative  s 
e-marketplaces  and  Global  1000  bus 
es  such  as  Deutsche  Telekom,  BCE 
gis,  Dresdner  Bank  and  Philips. 


"  Poet  eSupplierWeb  reduces  the  conten 
management  burden  on  e-marketplace 
operators,  resulting  in  a  dramatic  incre 
in  the  scalability  of  their  business  mod 
Dirk  Bartels,  President  and  CEO,  Poet  Softw 
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IT  PAYS  TO  TEST  THE  WATERS. 


Marketing  is  an  expensive  proposition,  so  many  companies  test  their  ideas  beforehand.  This  process  is 
valuable,  but  often  proves  to  be  expensive  and  time-consuming.  So  Blue  Martini  Software  developed 
its  new,  powerful  campaign  management  software.  With  it,  you  can  test  offers,  messages,  ad 
campaigns,  and  immediately  determine  which  is  the  most  impactful.  And  the  results  are  tracked  in  real 
time,  allowing  you  to  react  quickly  and  adjust  accordingly.  To  test  how  this  can  improve  your 
communication,  visit  www.bluemartini.com/test. 


I  the  Blue  Martini  So 


af  Blue  Martini  Softv 


:om  Blue  Martini  Soflwai 
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Eddie  Bauer  Uses  SAS®  CRM  to  Tailor  Customer  Relationships 


I  f  you  had  gone  into  the  original  Eddie 
I  Bauer  store  in  Seattle  in  1920  and 
I  asked  the  founder  about  his  business, 
chances  are  he  would  have  told  you  that 
building  a  one-to-one  relationship  with 
more  than  a  handful  of  customers  at  a 
single  store  is  a  tough  job.  Multiply  that 
difficulty  by  more  than  5  million  retail,  cat- 
alog and  Internet  customers,  and  you  get 
an  idea  of  the  challenge  that  faces 
today's  Eddie  Bauer.  The  multimillion- 
dollar  clothing  retailer  operates  548  stores 
in  50  states  and  publishes  44  catalogs 
annually  with  a  circulation  of  105  million 
in  the  U.S.  and  Canada. 

"We've  operated  in  a  multichannel 
environment  for  a  long  time,  so  the  data 
we  need  to  build  customer-centric  pro- 
grams is  collected  in  literally  hundreds  of 
different  places,"  says  Michael  Boyd, 
director  of  Customer  Relationship  Man- 
agement (CRM)  at  Eddie  Bauer.  "A  few 
people  were  using  SAS  software  to  do 
data  mining  and  bring  the  data  from  dif- 
ferent areas  together,  but  we  were  limit- 
ed in  that  we  didn't  have  enough  people 
who  were  using  the  data." 

Managers  decided  it  was  time  to  imple- 
ment a  data  mining  project  that 
could  consolidate  the  disparate  data 
and  make  it  available  to  everyone 
who  needed  it.  The  company 
turned  to  SAS,  the  world's 
largest  privately  held  software 
company,  whose  solutions 
are   used   at   more  than 
35,000  business,  govern- 


ment and  university  sites  in  1 10  coun- 
tries. Using  the  SAS®  Solution  for  CRM, 
Eddie  Bauer  is  optimizing  the  shopping 
experience  for  its  online  customers  by 
viewing  the  shopping  experience  from 
their  perspective  and  understanding  their 
needs. 

"With  SAS,  we  can  now  track  the  way 
customers  make  their  purchases  — 
whether  it's  through  our  catalogs,  retail 
stores  or  the  Internet,"  Boyd  says.  "That 
gives  us  enormous  insight  into  consumer 
shopping  trends." 

Eddie  Bauer  uses  predictive  modeling 
with  data  mining  software  from  SAS' 
CRM  solution  to  decide  who  receives 
specialized  mailings  and  catalogs.  For 
example,  each  year  the  company  holds 
an  outerwear  sale,  and  —  thanks  to  data 
mining  —  it  can  determine  which  groups 
of  customers  are  most  likely  to  make  a 
purchase.  The  company  can  also  identify 
groups  of  people  with  similar  character- 


istics who  don't  normally  buy  outeij 
and  target  them  with  mailings  to 
them  into  the  store  or  encourage  th« 
buy  from  the  catalog. 

"The  essence  of  data  mining  is  t 
pieces  of  information  that  aren'' 
common  sense  and  use  them  to  i 
customers  more  effectively,"  Boyd 
"SAS  provides  us  with  insights  intc 
tomer  shopping  trends  in  a  way  th 
couldn't  get  with  other  tools.  It  re; 
a  strategic  business  solution  fo 
company." 

Why  is  this  so  important?  A  corr 
with  15  million  customers  might  p 
which  300,000  of  them  are  most  lik 
buy  an  item  and  target  a  mailing  to  1 
If  each  customer  spends  an  avera 
only  $2  more,  that's  $600,000  in  ne\. 
enue.  If  the  company  has  30  maili 
year,  it  makes  an  extra  $18  million 
tually  no  new  cost. 

"SAS  is  integral  to  our  strategy  bei 
putting  new  CRM  programs  togethe 
testing  new  concepts  inevitably  rr 
mining  data  to  extract  useful  and 
ously  unknown  knowledge  from  diff 
points  in  the  organization;  being  al 
analyze  the  data,  transform  it  and 
struct  tests  and  experiments  the 
manageable;  and  then  to  take  the  re 
j  and  actually  apply  them, "  Boyd 
"SAS  goes  far  beyond  being  a  SO' 
to  any  one  issue.  It  provide 
intelligence  that  allows 
maintain  a  strong  compe 
-  advantage." 


Paper  clips  vs. 

IT  Sourcing 


Millions  of  companies  have  embraced  B2B  eCommerce  to  automate  the  sourcing 
of  simple  commodities  -  like  paper  clips.  What  if  those  efficiencies  were  applied  to 
sourcing  complex,  big-budget  IT  solutions? 

Introducing  the  Ajunto  IT  Automation  SoftwareSM  platform.  Streamline  the  entire 
IT  sourcing  value  chain  -  from  sales  and  channel  development,  to  procurement  and 
corporate  knowledge.  Realize  bottom-line  savings  on  your  top-level  budget  items. 

Thought  the  paper  clips  had  a  big  upside?. 


Ajunto 

The  IT  Automation  CompanySM 

www.ajunto.co  rri  fk 

1.866.425.8686 


©  2001,  Ajunto,  Inc.  All  rights  reserved 
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Ajunto 


Hewlett-Packard  to  Utilize  Ajunto's  B2B  Sourcing  Platform  to  Create  Digital  Delivery  Che 


A 


s  anyone  who  has  ever  researched    vices.  The  service  will  allow  IT  profession-    Ajunto  has  applied  its  solutions  to  th 
a  product  or  service  offering  on    als  to  easily  locate  information  for  their  spe-    nology  offerings  of  a  single  compar 


the  Web  can  tell  you,  finding  an    cific  IT  sourcing  initiative. 


Also  in  January,  Ajunto  launched 


answer  to  the  simple  question  —  "Do  you 


"The  idea  is  to  match  HP  solutions  and  prietary,  patent-pending  IT  Autoi 

have  what  I  need?"  —  is  not  always  easy,    professional  services  with  a  customer's  Software  application,  which  creates 

This  is  especially  true  of  larger  companies    needs  through  a  series  of  smart-mapped  delivery  channels  customized  for  tr 

with  sites  that  contain  hundreds  of  pages    questions  that  result  in  recommendations  stituencies  that  make  up  a  com 

for  optimal  HP  offerings, "  Fields  says,  unique  IT  value  chain.  This  offering  $ 


and  offer  dozens  of  products  and  services. 
When  Hewlett-Packard  (HP)  decided  to 


unique  IT  value  chain.  This  offering 
"Customers  can  access  sophisticated,  companies  to  save  time  and  mo 
attack  this  problem  head-on,  it  found  the  context-sensitive  online  sourcing  tools,  automating  many  aspects  of  the  trs 
solution  in  a  somewhat  unlikely  place  —  a  access  in-depth  HP  and  industry  research  al,  time-consuming  process  assc 
small  but  fast-growing  company  called  and  market  intelligence,  and  interact  with  with  IT  sourcing  decisions.  Ajunto  b 
Ajunto  in  King  of  Prussia,  Pa.  Launched  last  HP  and  each  other  in  a  closed  communi-  that  next-generation  B2B  applicatic 
year,  Ajunto  is  the  IT  Automation 
company  dedicated  exclusively  to 
automating  the  IT  industry  through 
its  patent-pending  IT  Automation 
Software3"  platform  and  Intelligent 
Sourcing  ServiceSM. 

"Ajunto  provides  us  with  the 
framework,  tools  and  e-services 

to  improve  the  total  customer  experience  ty.  It's  an  environment  where  companies  be  verticalized  around  industries 
in  the  way  we  market  solutions  on  can  go  and  very  quickly  determine 
the  Web,"  says  Stan  Fields,  worldwide  whether  HP  has  solutions  for  their  spe- 
e-commerce  solutions  portfolio  manager  cific  business  needs." 
at  HP.  "Instead  of  Web  marketing  that  is  Fields  says  the  Ajunto  solution  also  per- 
product-  or  services-centric,  Ajunto  makes  forms  valuable  knowledge  management  covered  that  there  is  tremendous  d 
customer-centric  marketing  possible  by  for  HP  representatives,  providing  them  for  solutions  that  help  companies  sc 
helping  buyers  find  their  way  through  a    with  an  automated  tool  to  quickly  match    applications  and  services  more  effi 

their  customers'  requirements  with  the  The  last  five  years  were  about  auto 
company's  products  and  services 


"  The  Ajunto  software  platform  and  sourcing 
service  allows  companies  to  optimize  all  ai 
of  the  sourcing  and  procurement  value  chs 
Mike  Carter,  Founder  and  CEO,  Ajunto 


"Over  the  years,  the  IT  indust 
automated  every  other  industry 
itself,"  says  Mike  Carter,  founder  ar 
executive  officer  of  Ajunto.  "We' 


bewildering  array  of  IT  options." 

HP  is  customizing  Ajunto's  IT  Automa- 
tion Software  platform  to  create  a  Solution 


the  procurement  of  discrete  prod 

Ajunto  introduced  its  Intelligent  Sourcing  discrete  industries.  The  next  10  ye 

Advisory  Service  for  each  of  five  solutions    Service  in  January  as  a  subscription-based  be  about  automating  knowledge 

domains  that  the  company  has  targeted  —    service  for  IT  professionals  to  use  to  quick-  industries  and  products.  The  Ajum 

manufacturers,  financial  services  providers,    ly  research  and  locate  customized  infor-  ware  platform  and  sourcing  service 

network  service  providers,  horizontal  busi-    mation  about  all  of  the  IT  offerings  in  the  companies  to  optimize  all  aspects 

ness  solutions  and  online  consulting  ser-    marketplace.  HP  is  the  first  instance  where  sourcing  and  procurement  value  ch 


\ 


Do  you  really  know  what  goes  on  in  the  minds  of 
your  e-customers?  What  they  might  be  thinking 
about  buying?  Or  not  buying?  And  why?  That's 
where  you  need  e-Intelligence  from  SAS.  With 
e-Intelligence,  you  can  quickly  integrate  bricks- 
and-mortar  data  with  clicks-and-mortar  data.  To 
reveal  insights  that  can  help  you  optimize  online 
merchandising,  recognize  cross-selling  opportuni- 
ties, build  greater  customer  loyalty,  and  establish 
more  profitable  relationships  with  your  very  best 
e-customers.  To  learn  more  about  e-Intelligence 
from  SAS,  and  what  it  can  do  for  your  business, 
phone  1-800-727-0025  or  stop  by  www.sas.com. 


The  Power  to  Know,. 
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Blue  Martini  Software 

Drives  Multichannel  Sales  for  Direct  Marketer  Systemax 


Systemax,  a  $1.5  billion  direct 
marketer  of  private-label  and 
name-brand  PC  hardware,  relat- 
ed computer  products  and  industrial  prod- 
ucts, offers  over  40,000  items  to  its  2  mil- 
lion customers  in  North  America  and 
Europe  through  an  integrated  system  of 
branded  e-commerce  Web  sites,  direct 
mail  catalogs  and  relationship  marketing. 
Its  business  sales  divisions  include  Global 
Computer  Supplies,  TigerDirect,  Midwest 
Micro,  Dartek  and  other  divisions  that  sell 
to  both  B2B  and  B2C  customers. 

"We're  a  traditional  direct  marketing  firm 
that  has  moved  into  e-commerce,"  says 
Len  Dozois,  director  of  Internet  Com- 
merce at  Systemax.  "Although  the 
majority  of  sales  still  come  via  cata- 
logs or  salespeople,  the  online  per- 
centage is  growing  rapidly.  Our 
strategy  is  to  strengthen  online 
and  offline  relationship  market- 
ing efforts  and  online  sales  by 
making  it  easier  for  B2B  cus- 
tomers to  do  business  with  us." 

A  major  challenge  for  companies  at- 
tempting to  tap  into  the  B2B  market  is 
avoiding  channel  conflict.  Systemax  select- 
ed Blue  Martini  applications  to  further  its 
current  e-commerce  initiatives  and  to 
enhance  its  ability  to  support  its  channel 
partners.  The  Blue  Martini  e-business  plat- 
form allows  Systemax  to  strengthen  rela- 
tionships by  providing  more  personalized 
interactions  with  critical  business  cus- 
tomers, and  providing  24/7  access  to  the 
company's  extranet  for  its  major  accounts. 


Says  Dozois:  "We  picked  Blue  Martini  Web-ready  content  to  online  m 

because  of  the  ease  with  which  we  could  places  or  trading  exchanges, 

set  up  secure  Web  sites  for  our  B2B  cus-  adapters  that  integrate  Blue  M 

tomers  that  allow  them  to  log  on  and  powered  Web  sites  with  marketp; 

access  contract  pricing,  as  well  as  a  site  Blue  Martini  applications  enable  | 

that  follows  their  workflow  as  far  as  the  to  differentiate  their  products  by  I 

internal  approval  process  and  the  steps  customers  from  marketplaces  bac 

needed  to  make  a  purchase.  Of  course,  seller's  site  to  provide  rich  produd 

the  Blue  Martini  application  suite  is  ex-  mation,  advice  and  context.  Sysi 

tremely  robust  and  scalable  and  allows  us  will  utilize  the  Blue  Martini  applic 

to  leverage  our  brands  to  support  our  to  provide  capabilities  that  differe 

channel  partners."  product  offerings  by  providing 

Blue  Martini  Software  offers  Systemax  detailed,  personalized  content. 


features  to  help  it  interact  with 


"For  example,  we  have  the 
to  change  —  on  the  fly  —  the  a 
ance  and  behavior  of  an  indi 


i  x  I  j  1 1 1 
*  e  *  »    b  \ 

session,  based  on  what  we  kr 
be  true  about  that  particular  cus 
from  the  attributes  we're  trac 
Dozois  says.  "Blue  Martini  ak 
a  very  impressive  data  mining 
bility  that  lets  us  go  back  th 
our  sales  records  and  uncove 
tionships  and  data  that  woul 
mally  not  be  available  to  us." 
customers  via  online  catalogs,  manage  Blue  Martini  applications  suppo 
account  relationship  marketing  and  side  B2B  commerce  through  direc 
manage  master  business  contracts.  It  rect  and  online  marketplace  chai 
also  gives  Systemax  the  capability  to  Currently,  Blue  Martini  Software  de 
automatically  generate  promotional  activ-  the  applications  that  enable  the  • 
ities  supported  by  the  application's  viral    B2B  operations  of  companies  inc 


Polaroid  Corporation,  S.P  Richards 
pany,  Iomega  Corporation  and 
Colors.  Blue  Martini  Software  al 


marketing  and  promotions  features. 

Dozois  says  Systemax  also  was  im- 
pressed with  Blue  Martini  content  man- 
agement functionality  and  expects  to  use  member  Arthur  Andersen  is  leadir 
the  Blue  Martini  Universal  Catalog  to  implementation  of  the  Blue  Martini 
reach  new  customers  by  publishing    cations  at  Systemax. 


•ET  ^      BRINGING  SUPPLY  TO  DeMAND 


.ooking  for  a  scalable  solution 
to  connect  suppliers  to 
your  eMarketplace? 


1 


ilding  a  successful  eMarketplace  requires  both  buyers  and  sellers.  The  buyers  only  require 
a  browser,  but  connecting  suppliers  is  the  real  challenge.  Install  Poet  eSupplier  Solutions 
ucts  at  your  eMarketplace  and  suppliers  can  upload,  cleanse  and  manage  their  eCatalogs 
from  a  browser.  And  you  can  use  Poet  eSupplier  Solutions  to  automatically  normalize  the 
ilogs  and  load  them  into  your  eMarketplace.  Simple,  scalable  and  supplier-friendly  -  and 
ly  available  from  Poet  Software.  So  stop  looking  for  suppliers  and  start  connecting  them. 

Call  us  at  1-800-850-8845,  or  visit  our  web  site  at  www.poet.com 


POET 


www.poet.com 
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Manugistics 

Powers  Collaboration  for  GlobalNetXchange,  the  Leading  Retail  Exchange 


One  of  the  lessons  learned  from 
the  struggles  of  early  net  market- 
places is  that  transaction- 
focused  exchanges  that  simply  play  match- 
maker for  buyers  and  sellers  are  unlikely  to 
succeed.  The  e-marketplace  model  that 
does  succeed  is  one  that  creates  opportu- 
nities for  companies  and  their  suppliers  to 
communicate,  share  data  and  optimize 
supply  chain  efficiencies  without  making 
large  capital  investments.  In  other  words, 
collaboration  is  key. 

"A  new  commitment  to 
communication  and  part- 
nership is  being  forged  be- 
tween retailers  and  suppli- 
ers," says  Joseph  Laughlin, 
CEO  of  GlobalNetXchange 
(GNX),  the  leading  B2B 
exchange  dedicated  to  the 
global  retail  industry. 

Unlike  many  industry  consortia  that 
have  struggled  to  become  functional, 
GNX  was  launched  on  February  28,  2000 
and  was  operational  two  weeks  later. 
Members  conducted  over  300  transac- 
tions valued  at  more  than  $450  million  in 
the  first  10  months  of  operation.  Laugh- 
lin attributes  this  success  to  a  commit- 
ment on  the  part  of  the  equity  partners  to 
use  the  exchange. 

To  build  on  that  success,  GNX  knew  it 
had  to  offer  retailers  and  suppliers  Internet- 
based,  real-time  collaboration  based  on  the 
Collaborative  Planning,  Forecasting  and 
Replenishment  (CPFR®)  Guidelines  —  a 
set  of  business  processes  that  better 


enable  collaboration  around  a  number  of 
buyer/seller  functions.  So  GNX  turned  to 
Rockville,  Md. -based  Manugistics  Group, 
Inc.  (Nasdaq:  MANU),  a  leading  supply 
chain  and  marketplace  solutions  provider 
—  and  its  Manugistics  NetWORKS™  col- 
laborative solutions  —  to  help  create  a 
superior  CPFR  offering.  The  Manugistics 
solutions  are  designed  to  help  trading  part- 
ners improve  the  accuracy  of  demand  fore- 
casting and  reduce  inventory  levels  and 
supply  chain  cycle  times  —  enabling  retail- 


is  a  great  partner  for  us  becaus 
have  a  proven  CPFR  application 
recognized  as  best-of-breed  by  rr 
industries,  including  retail.  And  b< 
the  application  is  exchange  enabl 
members  don't  have  to  own  or  h< 
software.  So  right  away,  they  car 
to  see  value  —  through  better  ec 
ics,  through  collaborating  and  tl 
managing  their  supply  chains 
strategically." 
The  first  company  to  impleme 


"  Manugistics  is  a  great  partner  because  they  h 
a  proven  CPFR  application  recognized  as  bes  | 
of-breed  by  multiple  industries,  including  rets 
Joseph  Laughlin,  CEO,  GlobalNetXchange 


ers  and  suppliers  to  deliver  product  to 
meet  true  market  demand.  The  solutions 
also  include  exceptions  management  and 
alerting  capabilities  —  as  well  as  the  first- 
ever  exchange-based  enterprise-to-enter- 
prise performance  analyses  capabilities  — 
which  help  ensure  that  both  day-to-day  and 
longer-term  operations  track  to  corporate 
and  industry  targets. 

"CPFR  is  one  of  the  most  powerful 
tools  we  can  provide  to  the  retail  industry 
because  it  provides  end-to-end  visibility 
across  the  supply  chain.  Among  the  con- 
sortium exchanges,  we  are  the  first  to 
have  a  collaborative  solution  installed  and 
operational,"  says  Laughlin.  "Manugistics 


GNX  CPFR  solution  is  Sainsbury's 
markets  with  their  trading  p; 
Unilever  (Lever-Faberge  UK)  and  Kii 
Clark  Europe.  This  collaboration 
products  in  the  health  &  beaut\ 
care  and  household  categories 
expects  general  release  of  its  CPF 
tion  by  year's  end. 

Manugistics  solutions  are  used 
of  the  top  10  Forbes  500s  retail 
ranked  by  market  value.  Manuc 
leading  retail  clients  include  com 
such  as  Amazon.com,  Canadian  T 
cuit  City,  Gebr.  Heinemann  KG, 
Elektra,  Lowes,  Payless  Cashway: 
Stores,  Gap,  Inc.  and  The  Limited. 


There's  no  better  word  for  the 
purchasing  power  you'll  acquire 
when  you  access  Thomas  Register 
online  at  www.ThomasRegister.com. 
More  than  just  an  information 
source,  ThomasRegister.com  is  an 
all-in-one  tool  that  lets  you  make 
your  TRansactions  online! 

"With  a  proven  TRack  record  of 
success  dating  back  to  1906,  the 
world's  most  comprehensive 
industrial  resource  directory  is 
now  the  world's  most  TRusted 
industrial  purchasing  tool... 
year  after  year. 

No  other  single  source  gives 
you  information  this  current  and 
complete.  Only  Thomas  Register 
brings  you  all  the  manufacturers 
and  suppliers,  all  the  products 
and  services,  all  the  catalogs  and 
contacts... and  now  you  can  access 
them  all  online  —  FREE! 


industry,  answers,  results. 


ter  ^ 


Find  it.  Source  it  Buy  it  at  www.ThomasRegister.com 
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Commerce  One 

Connects  the  World  Through  the  Global  Trading  Web 


A network  is  a  linked  series  of  points 
or  nodes  that  form  some  kind  of 
I  infrastructure.  The  value  of  a 
network  to  an  individual  user  increases  as 
the  number  of  users  increases.  Econo- 
mists call  this  the  "network  effect." 

"This  principle  is  central  to  the  emer- 
gence of  e-marketplaces,"  says  Brian 
Davidson,  vice  president,  Marketplace 
Management  Group,  at  Commerce  One, 
the  e-marketplace  company.  "As  the 
number  of  buyers  and  suppliers  increas- 
es, the  value  to  each  user  also  increases. 
Buyers  can  access  more  sources  for 
materials  and  components.  Suppliers 
have  more  markets  and  potential  cus- 
tomers. But  for  a  variety  of  reasons  — 
such  as  regulatory,  cultural  and  other 
issues  —  no  singie  e-marketplace  has 
the  capability  to  serve  the  entire 
global  community." 

To    extend    the    value  of 
e-marketplaces  on  a  global 
scale,  Commerce  One  created  the  j| 
Global  Trading  Web™,  the  world's 
largest,  open,  business-to-business  trading 
community. 

"The  Global  Trading  Web  is  an  inter- 
connected network  of  e-marketplaces 
that  is  the  backbone  for  worldwide  busi- 
ness-to-business e-commerce,"  says 
Davidson.  "It  provides  a  business  net- 
work for  content,  community  and  global 
directory  services  specifically  designed  to 
facilitate  trade  and  interoperability. 

"Because  it  is  composed  of  many 
e-marketplaces,  the  Global  Trading  Web 


delivers  all  the  standard  benefits  of  an 
e-marketplace,  including  lower  procure- 
ment costs,  faster  procurement  cycle 
times  and  improved  return  on  invest- 
ment," Davidson  adds.  "Its  global  scope 
and  vertical  depth,  however,  yield  addi- 
tional benefits  that  simply  are  not  avail- 
able with  stand-alone  e-marketplaces." 

The  key  benefits  of  the  Global  Trading 
Web  are  that  it  accelerates  global  trade 
while  reducing  costs  for  buyers  and  sup- 
pliers. It  also  allows  regional  trading  part- 
ners and  industry-specific 
players  to  streamline  B2B 


processes  and  global  supply  chain  strate- 
gies. And,  it  brings  global  reach  to  local 
sourcing,  procurement  expertise  and  busi- 
ness services. 

"What  sets  Commerce  One  apart  from 
the  field  is  that  it  provides  the  technolo- 
gy and  services  to  allow  easy  access  and 
interoperability  across  the  Global  Trading 
Web,"  Davidson  says.  The  level  of  inter- 
operability is  impressive  —  tens  of  thou- 
sands of  e-marketplace  to  e-marketplace 
transactions  to  date. 


"To  enable  the  Global  Trading  V 
grow  organically,  it  is  essential  th 
underlying  technology  be  based 
open  architecture  and  widely  disse 
ed  industry  standards,"  Davidsc 
plains.  "It  is  the  hands-off  nature  o 
net  technologies  such  as  HTML 
and  TCP/IP  that  enabled  the  Inter 
gain  momentum.  Though  comrr 
transactions  require  business  co 
and  processes,  it  is  still  critical  th 
technologies  be  open.  Closed,  prop 
applications  act  as  barri 
wider  expansion.  Com 
One  e-marketplaces  are 
to  any  on-ramp  and  se 
from  EDI-delivered  tr 
tions  to  back-end  ER 
terns.  This  interoper 
makes  it  possible  fc 
buying  or  selling  a 
tion  to  connect  t 
Global  Trading  Web." 

The  Global  Trading  Web  incorpora 
Commerce  One  e-marketplaces  anc 
ing  partners,  including  large,  ind 
focused  e-marketplaces  driving  mor 
ciency  to  their  supply  chains,  hori 
e-marketplaces  delivering  e-com 
services  to  a  broad  base  of  user 
market  makers  bringing  together  coi 
nities  of  buyers  and  sellers,  and  the 
and  suppliers  connected  to  these  difl 
e-marketplaces.  Over  140  e-marketp 
over  1 0,000  buyers  and  over  1 58,001 
pliers  worldwide  are  participating 
Global  Trading  Web. 


PETER  BRIMELOW 


Europe's  Real  Problem 

Not  decrepit  people—a  decrepit  labor  market. 


EUROPEANS  WORRY  THAT  THE  AGING  OF  THEIR  POPULATION  MEANS  ECONOMIC  STAGNATION. 
But  they  really  have  a  different  problem:  low  work-force  participation.  Of  men  over  age  16 
only  74.4%  of  French  and  79.9%  of  Germans  are  in  the  work  force,  compared  with  84%  of 
Americans.  The  divergence  is  particularly  marked  after  age  55 — exacdy  the  European  group  pro- 
jected to  grow  the  fastest. 

Richard  W.  Judy,  director  of  the  Indianapolis-based  Hudson  Institute's  Center  for  Workforce 
Development,  cites  several  institutional  factors  contributing  to  Europe's  sloth:  generous  unem- 
ployment insurance,  a  regulatory  burden  that  discourages  hiring,  easier  retirement  rules  and  tax 
rates  that  reduce  incentives. 

Further,  says  Judy,  European  work-force  participation  is  overstated  because  of  European  retrain- 
ing programs.  The  real  figure  may  be  as  much  as  ten  percentage  points  lower.  The  good  news  for  Eu- 

^    ropeans,  according  to  Judy:  They  have  op- 
tions— if  they  liberate  their  labor  market. 
"Look  at  the  dumb  French,"  Judy  says, 


Ages 
65+ 


55-64 


25-54 


"legislating  a  35-hour  workweek."  The 
conceit  was  that  shortened  hours  would 
force  employers  to  add  more  workers — 
but  if  anything  they  seem  to  be  substitut- 
ing capital  for  labor.  F 

Research:  EDWIN  S.  RUBENSTEIN,  research  director, 
Hudson  Institute,  Indianapolis,  edwinr@hudson.org. 
Graphics:  DAVID  LADA. 


Male  work-force  participation  rates 
by  age  group,  19991 

■  ■  ■  U.S. 

Germany 
hh  France 


■ 

■      'The  chart  doee  not  represent  the  actual  distribution  of  the  dif- 
3|       ferent  age  groups  in  each  country.  Source:  OECD. 
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STORY  BP  Amoco 


TANDEM  OPERATION:  THE  SCHIEHALLION  TRAILED  BY  A 
SHUTTLE  TANKER,  WHICH  DELIVERS  OIL  TO  THE  MAINLAND. 


company  safely  afloat  even  if  oil  prices, 
currently  $30  a  barrel,  fall  by  half. 

London-based  BP  Amoco  once  con- 
fined its  efforts  to  buying  small  stakes  in 
the  deepwater  forays  led  by  bigger  rivals. 
But  in  recent  years  the  company  has  qui- 
etly stolen  the  lead  in  this  expensive 
game,  moving  ahead  of  ExxonMobil 
Corp.  and  Royal  Dutch/Shell  Group.  BP 
Amoco  (which  will  drop  "Amoco"  from 
its  name  later  this  year)  has  spent  the  past 
decade  buying  up  exclusive  drilling  rights 
to  undersea  acreage  in  the  world's  most 
promising  deepwater  regions,  setting  up 
an  assembly-line  process  to  find  new  re- 
serves, build  rigs  and  get  the  oil  out. 

By  2005  BP  expects  to  pull  1 .3  million 
barrels  of  oil  and  their  equivalent  of  gas 
a  day  from  fields  lying  in  waters  more 
than  1,000  feet  deep  in  places  including 
offshore  Trinidad,  the  North  Sea  and  the 
Gulf  of  Mexico — 25%  of  its  worldwide 
production,  up  from  only  6%  now.  The 
total  could  climb  dramatically  as  BP 
completes  similar  projects  in  Brazil  and 
Angola  (see  map,  p.  116).  "This  demon- 
strates what  organic  growth  means," 
Browne  says.  "We  found  the  resources 
ourselves,  we're  developing  them  our- 
selves and  we  have  a  lot  of  legs.  It  goes 
and  goes  and  goes." 

The  deep-sea  plunge  is  the  crucial  el- 
ement to  achieving  Browne's  promise  of 
turning  in  earnings  growth  of  10%  a  year 
even  as  revenue  grows  only  half  as  fast. 
Hitting  that  target  requires  trimming 


per-barrel  costs  by  3%  a  year,  and  the  key 
to  doing  that  is  technology.  And  nowhere 
in  the  oil  patch  is  technology  as  chal- 
lenging as  in  the  deep  waters  of  the  At- 
lantic, the  Gulf  of  Mexico  and  elsewhere 
(see  diagram,  p.  1 14). 

If  Browne  is  right,  BP,  now  the 
world's  third-largest  oil  company  with 
$148  billion  in  sales  and  almost  $12  bil- 
lion in  net  income  last  year,  could  pass 
Shell  to  become  the  number  two  oil 
company  and  pose  a  more  potent  threat 
to  number  one  ExxonMobil.  BP  needs 
some  good  news:  Its  stock  is  down  11% 
over  the  past  eight  months,  compared 
with  a  9.5%  rise  in  the  S&P  Oil  Index  (BP 
trades  as  an  ADR  on  the  New  York  Stock 
Exchange).  BP  shares  are  valued  at  only 
16.7  times  trailing  earnings,  compared 
with  ExxonMobil's  multiple  of  18. 

But  Browne's  deepwater  push  carries 
big  risks,  ranging  from  steep  upfront 
costs  to  devastating  human  error  and 
corrupt  foreign  governments.  Drilling  a 
deepwater  well  costs  $50  million  or  more, 
compared  with  only  $1  million  onshore. 
At  the  sea  floor,  ice  plugs  can  form  in 
pipelines  exposed  to  the  near- freezing 
temperatures,  forcing  the  owner  to  rent  a 
drilling  rig  at  $200,000  a  day  to  fix  the 
clog.  Mistakes  can  be  brutally  expensive. 
Poorly  engineered  wells  can  get  clogged 
with  sand,  requiring  intervention  at  $5 
million  a  pop.  In  1998  contractors  on 
Texaco's  Petronius  project  accidentally 
dropped  a  3,600-ton  deck  module  into 


is  in 

I 
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the  Gulf  of  Mexico.  Today  the  $70 
lion  platform  still  languishes  under  1 
feet  of  water,  too  deep  to  be  recover' 

In  some  regions  the  challenge  is  c  :  - 
plicated  by  politics.  After  BP  and  twi  ity. 
vals  paid  $870  million  in  "signa 
bonuses"  to  Angola's  government  to 
deepwater  concessions  in  1 999,  hun 
rights  activists  complained  that  the 
went  to  fund  the  long  war  against  U7 
rebels.  And  some  doubters  wor 
whether  BP  can  really  deliver.  Invej 
should  be  wary  until  Browne  prove 
deepwater  gamble  has  paid  off,  says  >  \ki 
rill  Lynch  analyst  Jonathan  Wright, 
questions  whether  BP  deepwater  re 
will  come  in  time  to  replace  diminisl 
production  of  existing  fields. 

Exploiting  the  deep  was  a  typic 
bold  move  by  Browne,  a  lifelong  BP 
ployee  whose  father  was  a  BP  engir 
as  well.  Named  chief  executive  in  1 
Sir  lohn  kicked  off  a  spate  of  oil  mer 
in  1998  with  his  $48  billion  acquisitic 
Amoco,  later  cutting  annual  opera 
expenses  by  $5  billion.  Exxon  respor 
by  acquiring  Mobil.  Browne  i 
scooped  up  Arco  for  $27  billion,  ma] 
BP  the  largest  U.S.  producer  of  nat 
gas — in  time  to  see  the  price  of  its  pi 
uct  triple.  Smaller  outfits  like  Che\ 
and  Texaco  are  still  playing  catch  -uf 

Browne,  53,  is  a  donnish,  C; 
bridge-educated  oil  engineer  who  h 
the  opera,  smokes  Cuban  cigars  and 
lects  Mapplethorpe  photographs  ("f| 
ers,"  he  is  quick  to  point  out)  and  h 
century  English  furniture.  His  fat 
Edmund,  worked  at  BP  for  ten  years 
died  in  1980.  His  mother,  Paula,  wi 
Romanian  survivor  of  the  Auscfo 
death  camp  in  World  War  II;  she  L 
with  him  until  she  died  last  y 
(Browne  has  never  married.) 

While  studying  physics  at  Cambr 
in  1966,  Browne  apprenticed  at  his  d! 
company.  After  graduating  in  1969, 
younger  Browne  joined  BP  full  tira 
an  engineer  at  Prudhoe  Bay  in  Ala 
where  BP  had  just  discovered  a  mass 
14-million-barrel  oilfield. 

Prudhoe  Bay  taught  Browne  the 
tinction  between  technical  and  finan 
success — and  the  value  of  blind  h 
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j  Vhen  BP  and  its  partners  built  a  pipeline 
d  carry  the  crude  800  miles  overland  to 
tanker  depot  in  Valdez,  project  costs 
1  ose  tenfold  to  $9  billion.  Fortunately, 
the  price  of  oil  went  up  by  a  factor  of 
ve,"  Browne  says.  "Based  on  $1.95  oil,  it 
/ould  have  been  pretty  tough." 

By  1980  Browne  had  earned  a  mas- 
k's in  business  at  Stanford  while  work- 
ig  for  BP  in  San  Francisco.  He  moved 
ack  to  the  company's  base  in  London 
ve  nd  held  a  series  of  finance  jobs,  welding 
>vt  is  knowledge  of  petroleum  engineering 
/sib  the  discipline  of  return  on  investment. 
1  1986  he  became  chief  financial  officer 
f  BP's  55%-owned  Sohio  unit  (which  it 
iter  acquired  outright).  There,  Browne 


began  to  take  a  harder  look  at  the 
promise  of  deepwater  drilling,  largely  out 
of  necessity:  He  took  charge  of  explo- 
ration and  determined  that  Sohio's  oil 
projects  outside  of  Alaska  were  a  mish- 
mash of  expensive  properties  that  would 
never  yield  a  proper  profit. 

At  the  time  Jack  E.  Golden,  then  a 
staff  geologist  and  now  head  of  deepwa- 
ter exploration  for  BP,  had  a  theory  that 
massive  oil  deposits  lay  just  beyond  the 
Continental  Shelf  in  the  Gulf  of  Mexico, 
in  waters  1 ,000  feet  deep  or  more.  That 
was  beyond  the  reach  of  conventional 
drilling  platforms,  which  stand  on  steel 
legs  anchored  to  the  sea  floor.  But  engi- 
neers were  fast  developing  new  floating 


platforms  and  undersea  equipment  to 
exploit  these  deeper  reserves. 

Intrigued,  Browne  diverted  Sohio's 
entire  $50-million-a-year  exploration 
budget  to  the  unproven  deep,  even 
though  other  oil  companies  were  still 
making  good  money  on  the  Shelf.  "The 
key  was  to  take  a  position  in  advance  of 
the  then-fashionable  theory,"  says 
Browne.  "It  wasn't  a  'bet-the-company' 
strategy,  but  it  was  clear  that  if  it  didn't 
work,  our  position  in  North  America 
would  be  limited  to  Alaska." 

The  gamble  worked.  Rather  than 
punching  in  wells  immediately,  BP 
bought  a  share  of  two  Shell  projects, 
Ursa  and  Mars,  which  turned  out  to 
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The  Delicate  Art  of  Sucking  Up 


Extracting  crude  oil  from  deposits  under 
6,000  feet  of  water  is  one  of  the  most 
complex  projects  around,  on  a  par  with 
building  a  jet  airliner.  Hardly  surprising  that 
oil  executives  are  looking  to  the  high-tech 
Boeing  777  as  the  model  for  doing  things 
cheaper,  faster  and  better. 

In  both  cases  engineers  rely  on  com- 
puter-aided design,  intricate  planning  and 
layers  of  digital  controls  to  make  everything 
work.  To  develop  a  deepwater  oil  field,  ge- 
ologists first  sift  through  terabytes  of  data 
collected  by  undersea  seismic  devices.  Only 
the  U.S.  Navy  uses  more  sophisticated  com- 
puter techniques. 

Next,  geologists  and  petroleum  engi- 
neers huddle  in  a  "hive,"  or  3-D  imaging 
room,  to  identify  promising  geological  for- 
mations and  plan  the  trajectory  of  the  well. 
Using  Linux-based  servers  working  in  par- 
allel, they  generate  a  computer  model  of 
how  a  drill  bit  must  twist  and  turn  to  hit  one 
or  more  formations  as  much  as  30,000  feet 
below  the  sea  floor. 

With  plan  in  hand  the  oil  company  rents 
a  drill  ship  at  $250,000  a  day  to  punch  in 
exploratory  wells.  The  700-foot  drill  ship 
is  equipped  with  computer-controlled 
thrusters,  or  swiveling  propellers,  that  can 
keep  it  in  position  in  any  kind  of  inclement 
weather,  up  to  a  hurricane. 

To  drill  the  well,  engineers  have  devised 
an  ingenious  system  of  hollow  "riser  pipe" 
that  creates  a  hermetic  seal  between  the 
well  opening  on  the  sea  floor  and  the  ship 
swaying  6,000  feet  above.  Inside  the  riser 
pipe  is  a  space  about  18  inches  in  diameter, 
large  enough  to  hold  the  spinning  drill  pipe 


and  bit  as  well  as  to  allow  the  return  flow 
of  drilling  fluid.  The  whole  construction  is 
similar  to  an  oil  well  on  land,  with  the  weight 
of  the  drilling  fluid  designed  to  contain  the 
geological  pressures  deep  in  the  ground. 
But  to  protect  against  uncontrolled  re- 
leases, or  blowouts,  a  valve  assembly  must 
be  lowered  to  the  sea  floor. 

Scuba  divers  can't  work  at  6,000  feet, 
where  the  water  temperature  is  close  to 
freezing  and  pressure  exceeds  2,600 
pounds  per  square  inch.  So  everything  must 
be  done  with  remote-controlled  robots- 
equipped  with  cameras  and  powerful 
lights— that  install  the  blowout  preventers, 
submersible  pumps  and  other  devices  to 
manage  the  flow  of  oil  and  water  on  the 
sea  floor. 

Once  the  wells  are  completed,  often 
over  50  square  miles  or  more  of  the  ocean 
bottom,  they  are  connected  by  flexible 
hoses  to  a  floating  production  platform  on 
the  surface.  Some,  called  spars,  resemble 
giant  fishing  bobs  700  feet  long  and  are  an- 
chored to  the  bottom  with  massive  chains. 
The  $500  million  spar  takes  in  the  natural 
gas,  crude  and  water  flowing  from  the  wells 
and  separates  them  with  filters  and  cen- 
trifugal spinners,  offloading  the  oil  and  gas 
to  undersea  pipelines  or  a  waiting  tanker. 

To  manage  the  field  over  its  20-year  life 
span  oil  companies  borrowed  technology 
from  the  aerospace  and  telecommunica- 
tions industries.  Fiber-optic  links  feed  back 
constant  temperature  and  pressure  data, 
while  sensors  the  size  of  a  dime  determine 
if  water  has  infiltrated  the  surrounding  rock, 
threatening  oil  production.  Technology  bor- 


SUNK  COSTS 


A  single  floating  production  plat- 
form can  take  in  oil  from  wells 
scattered  across  miles  of  sea  floor. 
High-tech  monitoring  devices  keep 
everything  flowing. 


OIL  WELLS 


rowed 
from  a  satellite 
manufacturer  yields 
valves  that  can  operate  reli- 
ably  for  years  at  pressures  as  high  as 
18,000  pounds  per  square  inch,  so  rese 
voir  managers  can  direct  the  flow  of  oil  ar 
water  inside  the  formations. 

The  ultimate  purpose  of  all  this  tecr 
nology  is  to  protect  an  asset  that,  at  a  co: 
of  more  than  $1  billion,  must  produce  evei  g 
last  drop  of  oil  it  can.  — D 

u 


orae  f 


hold  some  500  million  barrels  apiece. 
Having  proved  Golden's  hunch  correct, 
BP  then  leapfrogged  Shell  and  its  other 
competitors  and  went  farther  out  into 
the  Gulf,  into  zones  where  conventional 
seismic  analysis  couldn't  actually  detect 
whether  there  was  oil  in  the  ground. 

The  risk  was  higher,  because  only  a 
$50  million  well  would  determine  suc- 
cess. But  by  going  farther  out,  BP  found  it 


could  assemble  large  tracts  of  9-square- 
mile  blocks  at  the  minimum  lease  bid  of 
$150,000,  compared  with  current  prices 
as  high  as  $20  million. 

BP  hit  pay  dirt  in  1995  with  its  Nep- 
tune well,  6,200  feet  under  in  the  Gulf  of 
Mexico.  Then  in  1999  BP  found  Crazy 
Horse,  with  an  estimated  1.5  billion  bar- 
rels lying  6,000  feet  below,  a  field  that  is 
expected  to  produce  wells  tapping  more 


tenicc 


than  20,000  barrels  a  day  by  2005,  2  Deep'.- 
times  the  average  in  shallower  portion 
of  the  Gulf.  Some  analysts  think  BP's  Mc 
Dog,  Holstein  and  Atlantis  fields  hold  ai 
other  2  billion  barrels  or  more. 

Now  Shell  is  rapidly  falling  behind  I 
in  water  depths  exceeding  2,000  fee 
While  Shell  is  widely  believed  to  contr  • 
more  acreage  worldwide,  BP  holds  f;  j 1 
more  of  the  estimated  future  reserves  \  fai 
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the 

Gulf.  "We 
are  now  in  the  posi- 
tion where  we  own  30%  to  40% 
he  discovered  reserve  base  in  the 
Hvater  Gulf,"  says  BP's  Golden,  corn- 
el with  25%  for  Shell.  "We  managed 
ime  from  nowhere  over  the  course 
e  decade." 

)eepwater  fields  require  $1  billion  or 
e  to  develop — many  times  the  cost 
i  onshore  patch  and  almost  as  much 
iemiconductor  plant.  But  engineered 
:,  deep  water  yields  higher  returns 
many  onshore  projects  because  the 
is  are  compact  and  easily  drained, 
lime  you  find  a  lot  of  oil  in  a  small 
',  the  economics  are  fantastic,"  says 
glas  Terreson,  managing  director  at 


Morgan 
Stanley  Dean  Wit- 
ter in  Houston.  "The  best 
example  is  Saudi  Arabia." 
But  Saudi  Arabia  has  long  been  off- 
limits  to  Westerners.  So  have  other  low- 
cost  areas  such  as  Mexico  and  Iran,  where 
BP  got  its  start  as  Anglo-Persian  Oil  Co.  in 
1908  with  the  first  commercial  oil  strike 
in  the  Middle  East.  To  replace  earlier 
finds  oil  companies  moved  offshore, 
where  continent-draining  rivers  like  the 
Mississippi  and  the  Congo  have  been  de- 
positing petroleum-forming  sediments 
for  millions  of  years. 

BP  also  is  the  only  company  with  in- 
terests in  all  three  of  the  deepwater  tracts 
where  oil  has  been  found  near  Angola. 
Off  the  coast  of  Brazil,  it  has  leased  15,000 
square  miles — as  much  acreage  as  its  vast 
holdings  in  the  North  Sea — and  hopes 
to  extract  billions  of  barrels  of  crude. 
With  the  new  fields,  BP  aims  to  boost 


pro- 
duction  6% 
annually  over  the  next 
two  years,  double  the  rate  Exxon- 
Mobil and  Shell  hope  to  achieve. 

Those  new  reserves  are  proving  to  be 
pretty  cheap.  By  getting  in  early  and  con- 
trolling the  projects  itself,  BP  can  bring 
in  the  oil  for  no  more  than  $6  a  barrel, 
company  officials  say,  including  explo- 
ration, production  and  transportation 
costs.  That  drops  below  $5  in  the  Gulf  of 
Mexico.  So  even  if  oil  prices  drop  to  $16 
a  barrel  from  their  current  $30,  BP  is  left 
with  a  gross  profit  of  $10  a  barrel. 

Deepwater  oil  "improves  the  finan- 
cial characteristics  of  the  whole  busi- 
ness," says  Golden.  BP's  production  costs 
are  at  just  18%  of  revenue,  versus  23% 
at  ExxonMobil  and  19%  at  Shell,  says 
Prudential  Securities  analyst  Michael 
Mayer.  That  lead  should  only  widen.  BP's 
return  on  investment  in  exploration  and 
production  could  increase  to  18.6%  next 
year  from  13.6%  in  1999,  mosdy  due  to 
cheap  reserves,  says  Morgan  Stanley'3 
Terreson.  "One  of  the  things  BP  hasn't 
gotten  credit  for  is  how  successful  they've 
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WiCDVER  STORY  BP  Amoco 


THE  DEEPWATER  WORLD, 
ACCORDING  TO  BP  AMOCO 


been  with  the  drill  bit,"  he  says. 

No  one  knows  how  much  oil  is  left  to 
be  found  in  the  Gulf  of  Mexico.  So  far 
the  discoveries  are  tracking  the  produc- 
tion curve  of  the  Continental  Shelf, 
where  40  billion  barrels  have  been  located 
since  drilling  began  in  the  late  1940s. 
With  10  billion  barrels  discovered  in  wa- 
ters deeper  than  2,500  feet  thus  far,  that 
means  another  30  billion  barrels  may  be 
hiding  out  there.  "Three  times  since  I 
joined  BP  there  has  been  a  terrific  buzz 
about  the  company:  the  North  Sea,  Prud- 
hoe  Bay — and  now  this,"  says  Adrian 
Clark,  a  technical  expert  in  the  upstream 
group,  who  joined  in  1970.  "There's  the 
sense  we're  sitting  on  something  huge." 

Roger  Anderson,  a  geophysicist  and 
director  of  the  Energy  Research  Center 
at  Columbia  University's  Lamont- 
Doherty  Earth  Observatory,  says  the  dis- 
coveries may  have  only  begun.  Below  the 
sands  BP  is  drilling  now,  he  says,  lies  an 
extension  of  the  massive  Pozo  Rico,  an 
older  carbonate  formation  that  extends 
into  the  water  and  was  discovered  in 
Mexico  at  the  turn  of  the  century.  "You 
want  to  know  the  size  of  it,  look  at 
Pemex's  reserves,  not  BP's,"  he  says.  The 
state-owned  Mexican  oil  company  claims 
reserves  of  25  billion  barrels;  BP  pegs  its 


oil  supply  at  14  billion  barrels. 

Similarly  massive  fields  are  believed 
to  be  waiting  off  the  coasts  of  Brazil  and 
Angola.  As  in  the  Gulf,  the  oil  deposits 
were  created  during  a  period  of  flourish- 
ing plant  life  80  million  years  ago,  when 
rivers  draining  Africa  and  South  America 
dumped  sediments  into  the  narrow  and 
shallow  sea  then  separating  the  two  con- 
tinents. Poor  water  circulation  meant  the 
organic  material  was  covered  before  it 
could  decompose,  and  it  eventually  was 
transformed  into  oil  and  natural  gas. 

Getting  at  the  oil  can  be  tricky,  and 
not  just  because  it  lies  under  as  much  as 
30,000  feet  of  water  and  rock.  In  the  Gulf 
most  of  the  oil  is  hidden  under  thick  lay- 
ers of  salt  that  blur  conventional  seismic 
images,  requiring  fancy  supercomputer- 
driven  images  to  decipher  what  is  pre- 
sent (see  box,  p.114).  Once  oil  is  found, 
BP  is  extremely  careful  in  planning  how 
to  extract  it.  It  has  set  up  an  assembly  line 
of  rig  builders,  engineers  and  computer 
scientists  to  bring  its  deepwater  projects 
online  quickly  and  cheaply. 

Before  a  major  well  is  drilled  or  a 
platform  is  built,  key  employees  gather 
in  the  "hive,"  a  $500,000  room  for  view- 
ing 3-D  images  generated  by  a  Silicon 
Graphics  computer.  The  hive  allows  col- 
laboration by  geologists,  engineers  and 
drillers,  who  used  to  work  in  isolation. 
They  often  walk  out  of  a  two-hour  meet- 
ing with  a  drilling  plan,  a  process  that 
once  took  weeks.  BP  saved  enough  on  one 
well  to  buy  20  hives  to  equip  all  of  its 
major  offices.  The  goal,  Browne  says,  is 
to  get  as  much  upfront  cost  out  as  possi- 


ble to  achieve  an  annual  return  on 
vestment  of  at  least  15%,  assuming  $ 
a-barrel  oil. 

"Every  business  is  a  margin  bi 
ness — you  always  have  to  balance  v. 
production  against  unit  costs,"  Brov 
lectures.  "If  you  ever  forget  that,  you 
build  the  greatest  projects,  get  the  gr< 
est  production — and  get  no  profit." 

It  was  Browne's  familiarity  with 
economics  of  billion-dollar  projects  I 
landed  him  on  the  board  of  Intel,  wl 
he  reviews  similar  expenditures  in 
high-tech  realm.  Intel  Chairman  A: 
Grove,  who  recruited  Browne  as  a  di 
tor  in  1997,  says  the  BP  chief  "asks  s 
questions"  in  daylong  meetings  Bro 
often  attends  via  transatlantic  videoc 
ference  from  his  office  in  London, 
understand  each  other  well,"  Grove  s 
"True  for  him,  true  for  us." 

Browne  is  trying  to  keep  BP  a 
paces  ahead  in  the  energy  race,  in  par 
developing  nonpetroleum  fuel  sou 
such  as  hydrogen-powered  fuel  cells 
solar  panels  for  the  day  when  the  w 
finally  runs  out  of  fossil  fuel.  BP's 
logo,  a  green  sun,  and  its  Web  site,  pc 
lated  by  what  look  like  refugees  fro 
Benetton  ad,  help  reinforce  the  imag 
the  company  as  the  environment's 
friend.  But  for  the  foreseeable  fut 
Browne  will  be  judged  on  how  mucl 
he  can  find — and  at  what  price. 

Browne,  who  was  knighted  in  199 
up  for  the  challenge.  "In  the  end,  it's  \ 
we  prove  we  can  do  and  not  what  we 
we  can  do,"  he  says,  "and  so  far 
record's  been  okay." 


RRFAT  EXPECTATIONS         PULLING  AHEAD 


With  fewer  than  100  wells  drilled,  the 
deepwater  Gulf  of  Mexico  is  tracking 
the  pattern  of  shallower  regions  where 
40  billion  barrels  were  discovered. 


40  Billion  barrels  of  oil  equivalent 


BP  Amoco  has  grabbed  the  lead  in  til 
deepwater  Gulf  by  leasing  undersea  f 
tracts  covering  almost  40%  of  near- 
term  expected  reserves. 

Gulf  of  Mexico  deepwater  estimated  net  reserves 


Deepwater  discoveries 
(water  depth  >2,500  feet) 


Source:  BP  Amoco. 


Number  of  wells  drilled 

1      I  1 
401       601  801 


1.001 


Source:  John  S.  He  ■ 


Billion  barrels  of  oil  equivalent 
I        I        I  I 
1  2  3 
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Emma  Mayes-Gant  considers  herself  a  true  zealot  when  it  comes  to  web  hosting.  Then  again, 
she  works  for  WorldCom3"— one  of  the  world's  premiere  web  hosting -providers. 

For  starters,  we, have  state-of-the-art  data  centers  all  over  the  world  that  seamlessly  connect 
to  one  of  the  largest  wholly  owned  IP  networks  on  earth.  _ 

But  we  don't  just  give  you  space  and  security.  Thanks  to  our  combined'  UUNET  and  Digex 
resources,  we  can  offer  you  everything  from  application  management  to  network  design* 
A  customized  solution  that  makes  every  facet  of  your  eBusiness  work. perfectly  together. 

All  of  which  allows  our  customers,  to  be  as  cool,  calm  and  collected  as  we  are. 

For  more  details,  visit  us  at  www.worldcom.com 
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Spin  Cycle 

Procter  &  Gamble  gave  up  on  Oxydol,  your 
grandmother's  laundry  detergent.  Can  the  soap 
make  a  comeback  with  sweaty  slackers? 


BY  MATTHEW  SWIBEL 

FEW  GROCERY  STORE  BRANDS 
have  been  around  as  long  as 
Oxydol,  the  86-year-old  "rich, 
safe,  speedy  soap"  in  the  or- 
ange-and-blue  box.  Procter  & 
Gamble's  first  laundry  detergent  was 
among  the  earliest-advertised  soap 
brands.  Its  sponsorship  of  the  popular 
Ma  Perkins  radio  show  in  1933  helped 
coin  the  term  "soap  opera." 

But  P&G  started  writing  Oxydol  out 
of  its  script  ten  years  ago,  cutting  staff 
and  ad  support.  By  last  year  Oxydol's 
retail  sales  had  tumbled  to  just  $5.5  mil- 
lion from  $64  million  in  1950.  Not  sur- 
prising that  the  detergent  was  among 
nine  tired  old  brands  P&G  dumped  re- 
cently. But  two  P&G  exec- 
utives saw  potential  in  the 
company's  garbage.  Todd 
Wichmann  and  Richard 
Owen  quit  the  packaged- 
goods  giant  and  con- 
vinced it  to  sell  Oxydol 
last  July  to  their  company, 
Redox  Brands,  for  about 
$7  million.  Most  of  that 
was  raised  from  Meri- 
wether Capital  Corp.  and 
investors.  (Two  months 
later,  with  another  $8  mil- 
lion from  Meriwether, 
Redox  picked  up  BIZ  de- 
tergent for  more  than  $40 
million  from  P&G,  which 
helped  arrange  financing 
for  the  deal.) 

First  order  of  busi- 
ness: Reintroduce  Oxydol 
as  a  premium  brand.  But 
where  was  the  demand? 


Owen,  32,  and  Wichmann,  30,  hoped 
nostalgic  baby  boomers  would  buy  the 
detergent  if  reminded  of  its  place  in 
Mom's  laundry  room.  So  they  brought 
back  the  original  bull's-eye  box  and  got 
Restoration  Hardware  to  feature  the 
soap  in  its  106  stores  and  on  the  cover 
of  its  spring  catalog,  at  no  cost  to 
Redox.  When  it  was  time  to  talk  about 
an  ad  spokesman,  they  considered 
Rush  Limbaugh. 

Then  came  a  forced  change  in  strat- 
egy. In  focus  groups  in  Dayton,  Ohio  the 
Redox  executives  were  dismayed  to  hear 
older  consumers  proclaim  their  devo- 
tion to  Tide  and  other  top-selling 
brands,  as  well  as  their  unwillingness  to 
change,  especially  to  a  soap  that  would 


Spin  doctors:  Richard  Owen  and  Todd  Wichmann  are  repositioning  Oxydol. 


cost  the  same,  about  $7  for  a  100-ou 
box  or  liquid  container.  But  at  the  sa; 
time,  Wichmann  and  Owen  were 
cou  raged  by  what  they  heard  from  t 
ticipants  in  their  20s.  They  insisted  t 
felt  no  loyalty  to  the  leading  brands 
fact,  they  said,  they  didn't  want  to 
detergent  their  parents  used. 

Also  promising:  The  young  ad 
said  they  weren't  penny-pinchers.  Sin 
cost  Redox  nearly  $3  to  make  and  pa 
age  the  detergent,  and  since  they  sell 
box  or  bottle  to  the  retailers  for  $5.25 J 
company  is  left  with  a  43%  margin 
$2.25.  It  needs  every  penny  to  covei 
estimated  $10  million  in  marketing  c 
for  the  relaunch.  It  won't  all  come  fij 
the  wholesale  revenues  of  Oxydol,  wH 
currently  contributes  $800,000  a  moi 
BIZ  is  already  kicking  in  $2.5  millic 
month  in  sales.  And  Redox  has  a  $5 1 
lion  line  of  credit. 

Timing  is  equally  important.  Re 
executives  quickly  ordered  up  green  pi 
aging,  with  a  label  that  reads:  "Dc 
freak.  Help  conquer  your  most  extre 
dirt,  not  to  mention  laundrophobia." 
it,  a  supersize  "X"  pops  out  of  Oxycj 
name,  underscoring  its  new  General 
X  target.  Too  subtle? 
breaking  this  month  fea: 
a  mud-soaked  dirt  bike 
This  is  new  and  J 
ilous  territory  for  de^ 
gent  ads.  There's  no  pi 
that  young  adults  will 
soap  just  because 
pitched  to  them.  Distri 
tion  is  another  probl 
Redox  has  more  than  d 
bled  the  number  of  sti 
carrying  Oxydol  to  15,(1 
but  that's  only  half 
outlets  that  stock  T 
And  there  may  be  cor 
sion  when  consumers 
the  yesteryear  packagin 
Restoration  Hardware. 

Still,  Redox  calls 
combined  BIZ  and  Ox] 
revenues  of  $50  mill 
this  year.  But  at  this  p< 
it's  just  a  plan. 
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Recruit  and  hire  the  emerging  professionals  who  will  help 
your  company  grow  at  experience.com,  the  leading  desktop 
solution  for  finding  qualified  college  graduates  and  MBAs. 

To  learn  why  over  50,000  corporate  recruiters  already  use 
experience:  www.experience.com  or  800-489-7611. 


expenence.com 


1  miss  our  2001  Cyber  Connections  Series,  a  set  of  targeted  Virtual  Career  Fairs  where  you'll  find  the  best 
MBA  Virtual  Career  Fair,  sponsored  by  Forbes  Magazine,  begins  March  5.  Visit  us  at  www.experience. 


ENTREPRENEURS 

FOOTLESS  AND 
FANCY-FREE 

Sara  Blakely's  new  parity  hose  are  a  hit.  But  what's  to  stop 
L'eggs  from  walking  ail  over  her? 


BY  LEIGH  GALLAGHER 

LIKE  SO  MANY  ACCIDENTAL  EN- 
trepreneurs,  Sara  Blakely  just 
wanted  to  solve  a  personal 
problem.  She  loved  to  wear 
tight-fitting  pants  with  sandals 
but  couldn't  find  the  right  undergar- 
ment to  give  her  a  smooth  derriere.  Gir- 
dles and  bodyshapers  ended  at 
midthigh,  causing  those  notorious 
bulges.  When  she  started  cutting  off  the 
feet  of  her  panty  hose  to  enjoy  their  con- 
trol-top benefits  and  still  bare  her  feet, 
the  frayed  edges  would  roll  up  to  her 
knees.  So  Blakely — who  worked  as  a  na- 
tional sales  trainer  in  Atlanta  for  office- 
supply  firm  Danka — started  sketching 
designs  and  researching  patents.  She 
called  mills  in  North  Carolina,  which 
manufactures  half  of  the  hosiery  made 
in  the  U.S.,  to  persuade  one  to  make  her 
a  prototype.  She  might  as  well  have 
asked  them  for  an  intergalactic  space 
probe;  no  one  got  it — or  wanted  to  slow 
production  for  a  test  run. 

But  as  luck  would  have  it,  the  panty 
hose  business  was  in  a  big  slump.  Last 
year  American  women  bought  an  esti- 
mated 1.2  billion  pairs  of  sheer  panty 
hose  and  tights,  says  Kurt  Salmon  Asso- 
ciates, down  from  1.8  billion  pairs  in 
1994;  by  2005  that's  expected  to  plunge 
to  720  million.  They're  no  longer  a  ne- 
cessity for  most  women;  the  trend  to- 
ward bare  legs  and  toe-peeking  shoes, 
not  to  mention  casual  dress  in  the  work- 
place, is  killing  the  business.  At  Sara  Lee, 


which  owns  the  Hanes  and  L'eggs 
brands  and  controls  48%  of  the  panty 
hose  market,  unit  sales  have  declined  in 
each  of  the  past  nine  years.  Kayser  Roth, 
the  privately  held  parent  of  No  Nonsense 
panty  hose,  has  tried  to  survive  by  buy- 
ing the  Hue  brand  of  socks  and  tights. 

In  such  a  grim  climate  Blakely  called 
on  Samuel  Kaplan,  co-owner  of  High- 
land Mills  in  Charlotte,  N.C.  Kaplan  said 
no,  then  called  his  daughters  and  asked 
them  what  they  thought  of  footless 
pantyhose.  Fabulous,  they  said,  who  sells 
them?  Kaplan  relented. 

By  last  July  Blakely  had  samples  in 
hand,  as  well  as  a  name  for  her  prod- 
uct— Spanx — and  a  bold  $20-a-pair 
suggested  retail  price,  four  times  that  of 
L'eggs.  A  graphic  designer  friend  devel- 
oped bright  red  packaging  with  stylish 
illustrations  and  the  motto  "Don't 
worry,  we've  got  your  butt  covered." 
Worn  under  pants  or  skirts,  Spanx  work 
like  control-top  panty  hose  to  shape  the 
behind  and  abdomen,  minimizing  un- 
derwear lines  showing  through  tight 
pants.  The  stocking  extends  down  most 
of  the  leg,  stopping  at  midcalf  in  elastic 
cuffs.  Blakely  was  pick)'  about  details:  a 
cotton  crotch  instead  of  polyester,  which 
meant  it  had  to  be  sent  out  to  be  hand- 
stitched,  and  a  soft,  thick  waistband  that 
wouldn't  dig  into  women's  middles. 

The  novelty  was  an  instant  hit  with 
high-end  stores.  Neiman  Marcus  took  a 
bunch  and,  when  they  sold  out  in  two 
weeks,  reordered  for  all  32  stores.  Saks 


Stockings  hung  with  care:  Blakely 
solved  a  basic  fashion  problem. 

Fifth  Avenue,  where  sales  of  sheer  ho.' 
dipped  10%  last  year,  has  sold  4,000  j. 
since  October.  All  told,  Blakely  has 
tributed  50,000  pairs  of  Spanx  thrafc  i: 
150  department  stores  and  100  b 
tiques.  Spanx  headquarters  is  still  a  s 
room  in  her  two-bedroom  apartmei 
Atlanta's  Virginia  Highlands  neighl 
hood.  Overhead  is  minimal:  One  fr: 
from  high  school,  a  former  Ande: 
consultant,  does  the  books  and  han 
strategy;  another  friend  handles  mat 
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(Blakely  owns  100%  of  the  com- 
y.)  After  months  of  bribing  friends 
1  pizza  and  wine  to  help  pack  or- 
she  recently  hired  a  fulfillment 
1  to  do  the  work.  Blakely,  30,  quit 
day  job  in  October. 
Blakely  boasts  a  pretax  margin  of 
),  compared  with  an  estimated  18% 
Sara  Lee,  on  revenue  of  $400,000 
four  months  of  business  last  year. 

hopes  to  gross  $1.6  million  this 
'  on  160,000  pairs  of  Spanx. 


There's  just  one  little  problem. 
Chopping  off  a  piece  of  panty  hose  at 
midcalf  is  not  a  patentable  idea.  And 
while  Blakely  is  awaiting  patent  ap- 
proval for  the  design  of  her  cuff  and 
waistband,  a  knock-off  Sara  Lee  prod- 
uct is  only  a  month  away. 

"I  wasn't  naive  about  that,"  says 
Blakely.  "1  can't  do  this  and  not  think 
that  something  is  brewing  with  the  big 
guys."  Brewing?  Try  boiling.  Time  to 
get  busy  redesigning  the  girdle.  F 


SERVICE 
MASTER 

Dave  Mastran  privatizes 
the  work  of  government 
bureaucrats.  He's  not  very 
popular  with  that  crowd. 

BY  MICHAEL  MAIELL0 

DAVID  MASTRAN,  58,  WAS  AN 
early  player  in  the  great  privatiza- 
tion movement  that  has  come  to 
American  government  over  the  past  sev- 
eral decades.  Being  early  hasn't  made  his 
business  easy.  Launching  Reston,  Va.- 
based  Maximus  Corp.  in  1975  with 
$12,000,  Mastran,  a  former  Air  Force  re- 
searcher and  later  a  paper  pusher  for  the 
Department  of  Health,  Education  & 
Welfare,  has  spent  years  discovering  that 
this  business  is  one  part  efficiency,  two 
parts  politics. 

The  work  started  out  with  a  modest 
$3,000  contract  to  help  process  military 
health  care  claims  and  then  a  $15,000 
job  to  develop  statistical  profiles  of 
fraud-prone  Medicaid  recipients  in  New 
Hampshire.  Then,  conflict.  Hired  by  the 
federal  Office  of  Child  Support  En- 
forcement to  advise  states  on  increasing 
collections  from  deadbeat  parents,  Mas- 
tran developed  a  procedure  to  identify 
high-income  moms  and  dads  first.  But 
the  agency  insisted  that  statutes  required 
that  delinquent  parents  be  targeted 
without  regard  to  their  incomes,  and 
Maximus'  contract  wasn't  renewed. 

For  a  decade  Mastran  consulted  for 
various  government  agencies,  collecting 
bigger  fees  but  keeping  out  of  the  lime- 
light. But  trouble  found  him  when  a 
five-year,  $49  million  job — providing 
job  training  to  the  unemployed  in  Los 
Angeles  County — expired  in  1993. 
County  employees  complained  so  bit- 
terly about  job  loss  that  Maximus'  con- 
tract wasn't  renewed  for  seven  years. 

It  got  worse.  Connecticut  granted 
Maximus  a  $12.4  million  contract  in 
1996  to  handle  paperwork  and  welfare 
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benefits  checks,  after  the  company 
promised  to  do  the  job  with  a  staff  ol 
62,  charging  $24  per  recipient  per 
month.  The  state  told  Mastran  to  expect 
1,000  phone  calls  a  day  and  2,000  wel- 
fare applications  a  month. 

More  like  5,000  calls  a  day  and  4,000 
applications  a  month.  Mastran  moved 
to  Hartford,  Conn.,  trying  to  bring  the 
situation  under  control  with  a  staff  he'd 
increased  to  1 70.  Even  after  talking  the 
state  into  an  extra  $6.2  million,  Max- 
imus  ended  up  losing  $3  million. 


had  found  employment  for  8,752  peo- 
ple, albeit  mostly  at  $7  an  hour.  But  a 
year  into  the  contract  a  retired  social 
worker,  supported  by  the  powerful  Ser- 
vice Employees  Union  International, 
sued  the  county.  The  lawsuit  claimed 
San  Diego  had  not  offered  proof,  before 
bidding  out  the  contract,  that  private 
outfits  like  Maximus  could  run  the  pro- 
gram more  efficiently  than  government 
workers.  In  December  a  superior  court 
ruled  in  the  plaintiff  s  favor — opening 
the  door  to  a  cancelation  of  the  contract. 


audit  in  Wisconsin  revealed  that  M 
imus  had  misused  contract  mone1 
pay  for  marketing;  among  other  thii 
Maximus  spent  $23,000  for  a  concer 
Broadway  singer  Melba  Moore  to 
tertain  staff  and  job  seekers,  and 
company  had  to  regurgitate  $500,( 
or  1%  of  the  $46  million  contract,  i 
kick  an  additional  $500,000  into 
welfare  program  to  quell  angry  legi 
tors.  Mastran  insists,  somewhat 
probably,  that  it  was  all  just  sloj 
bookkeeping. 


Now  Mastran  is  in  danger  of  losing 
a  five-year,  $23  million  contract,  which 
started  in  August  1998,  from  San  Diego 
County,  to  provide  job  and  family 
counseling  for  10,000  unemployed  res- 
idents. It  involves  ensuring  that  people 
show  up  for  job  interviews  and  report 
to  work  if  hired,  as  well  as  seeing  that 
they  stay  at  their  jobs  for  at  least  six 
months,  thereby  leaving  public  sup- 
port. (San  Diego  also  hired  Lockheed 
Martin,  Catholic  Charities  and  its  own 
staff  to  run  the  program  in  other  parts 
of  the  county.) 

Maximus  seems  to  be  holding  its 
own  against  the  competition.  An  early, 
incomplete  assessment  by  the  county 
showed  that  by  last  July  the  company 


Mastran  has  tried  to  make  peace 
with  the  union.  "I've  even  suggested  we 
subcontract  some  of  our  work  to  the 
union  members,"  he  says.  No  dice.  (His 
company  is  not  unionized.) 

Mastran  took  Maximus  public  in 
1997,  raising  $84  million.  He  followed 
with  a  $137  million  offering,  using  the 
proceeds  to  acquire  other  government 
outsourcers.  Welfare-to-work  services 
now  account  for  14%  of  the  company's 
business.  Maximus  netted  $30.5  million 
on  revenue  of  $399  million  last  year  and 
carries  a  $777  million  market  value. 

Mastran,  meanwhile,  is  busy  making 
new  enemies  among  the  unionized  pub- 
lic-sector employees  whose  jobs  he 
threatens.  They  have  ammunition.  An 


Unraveler  of  red  tape:  Fin 
ing  jobs  for  welfare  recipi 
ents  is  Mastran's  busines 


The  latest  imbroglio  is  in  New  Yt 
City.  A  $103  million  job-placement c« 
tract  for  Maximus  was  halted  for  sei 
months  by  political  bickering.  C 
Comptroller  Alan  Hevesi  refused  to 
ecute  the  contract  because  consult; 
Richard  Schwartz,  who  once  advis 
Mayor  Rudolph  Giuliani  on  welfare  p 
icy,  would  benefit  as  a  Maximus  sij 
contractor.  Giuliani  sued  to  force  He\ 
to  honor  the  contracts,  losing  the  fi 
round  but  winning  on  appeal. 

The  battles  will  not  end.  Unions  n 
resent  37.5%  of  public-sector  employ 
but  only  9%  of  the  private  sector,  a 
they  will  not  sit  by  idly  while  work 
taken  from  the  public  sector  and  gi\) 
to  the  private  one. 
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Want  to  make  your  business  more  productive?  Make  it  more  portable. 


The  Sprint  PCS  Wireless  WebSM  for  business  gives  your  employees  a  fast,  secure  connection 
to  your  company's  network,  even  when  they're  out  of  the  office.  With  their  wireless  Internet- 
ready  Sprint  PCS  Phoned  they  can  submit  reports,  place  orders,  send  and  receive  e-mail, 
even  access  Microsoft  Exchange  and  Siebel  eBusiness  Applications  -  all  in  real  time. 
Plus,  they'll  enjoy  crystal-clear  calls,  thanks  to  the  only  all-digital,  all-PCS  nationwide 
network  serving  more  than  300  major  metropolitan  areas  and  all  major  airports. 

To  start  making  your  business  more  productive,  call  1-888-895-4186  or  visit  sprintpcs.com. 


Sprint 


■en       -a  cm 


The  Sprint  PCS  Clear  Wireless  Workplace.'  Because  business  can't  wait* 


Sprint  PCS 


int  PCS  Wireless  Web  Browser  is  not  available  while  roaming  off  the  Sprint  PCS  Network.  Subject  to  credit  approval.  Sprint  PCS  Wireless  Web  service  may  not  be 
ately  available  in  select  affiliate  markets.  Terms  and  restrictions  for  Sprint  PCS  Wireless  Web  services  are  available  in  the  Wireless  Web  brochure.  ©2000  Sprint 
m  LP  All  rights  reserved.  Sprint,  Sprint  PCS,  Sprint  PCS  Wireless  Web,  Sprint  PCS  Phone  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  LP 


Troy  Williams  is  peddling  a  giant  library 
over  the  Web.  Will  students  care? 


BY  LYNN  COOK 

JUST  BEFORE  GRADUATING  FROM 
Harvard  Law  School  in  1998,  Troy 
Williams  turned  down  a  lucrative 
offer  from  Cravath,  Swaine  &  Moore. 
Instead,  he  finished  law  school  and 
moved  to  Houston,  where  he'd  gone  to 
college,  sleeping  in  his  car  for  three 
sweltering  nights,  looking  for  an  apart- 
ment and  a  way  to  start  a  Web  educa- 
tion company. 

Williams  wanted  to  do  for  college 
kids  studying  the  humanities  what 
Westlaw.com  does  for  lawyers:  put 
whole  libraries  of  research  material  on- 
line, accessible  at  any  hour  and  search- 
able by  titles,  subjects,  keywords  and 
hyperlinks.  You  could  research  a  term 
paper  on  literature  or  economics  or 
philosophy  and,  as  you  write  it,  use 
software  to  generate  footnotes  and  a 
bibliography. 

Academics  loved  the  idea.  But 
Williams  had  to  go  begging  for  money 


For  a  Web  dream,  he 
turned  down  Cravath, 
Swaine  &  Moore:  Williams. 

until  Rod  Canion,  the 
Compaq  cofounder 
forced  out  in  1991, 
helped  raise  $5  million 
to  start  Questia  Media. 
Canion  insists  Questia 
has  no  real  competi- 
tion. You  can  go  to 
NetLibrary.com  and 
read  Beowulf.  But  it 
won't  give  you  J.R.R. 
Tolkien's  seminal  essay 
on  the  Old  English  epic. 
Ebrary.com,  launching 
this  summer,  is  willing 
to  post  whatever  digi- 
tized books  publishers 
throw  their  way. 

Canion  proved  to 
be  a  great  door-opener, 
leading  Williams  to 
Enron  Chairman  Ken- 
neth Lay  and  AOL 
Vice  President  of  Edu- 
cation Therese  Crane, 
who  joined  the  board. 
They,  in  turn,  lured 
Timothy  Harris,  who  had  been  Com- 
paq's chief  technology  officer,  former 
University  of  Pennsylvania  provost 
Stanley  Chodorow  and  Randall  Dragon, 
onetime  Disney  vice  president  of  tech- 
nical operations,  to  help  run  the  show. 
All  of  which  helped  Questia  raise  $40 
million  from  TA  Associates  in  March 
2000  and  $90  million  six 
months  later  from 
OppenheimerFunds,  TA 
and  others — making 
Questia  the  most  heavily 
funded  online  education 
venture  ever. 

While  Williams  was 
raising  money,  his  300  employees — 
software  engineers,  publishing  house 
expats  and  librarians — were  digitizing 
50,000  books  (by  2003,  250,000  are  ex- 
pected). Questia  gained  subsidiary 
rights  from  200  academic  presses,  in- 
cluding Oxford,  Harvard,  Yale,  Cam- 
bridge and  the  University  of  Chicago,  as 


well  as  Pearson  Education,  the  worl< 
largest  educational  publisher.  Williai 
offered  free  digital  conversions — kee 
ing  the  original  page  and  line  breaks 
in  exchange  for  a  revenue-shari 
arrangement  for  those  texts,  based 
the  number  of  pages  viewed.  Total  e^ 
mated  outlay  by  2003:  $80  million— 
$200  to  $1,000  to  scan  and  proofre 
each  book. 

Questia  is  charging  students  $21 
month  for  unlimited  online  access 
the  collection.  Williams  figures  he  c 
recover  his  costs  in  two  and  a  half  ye 
if  only  5%  of  the  12.3  million  U.S.  J 
dergraduates  subscribe  for  six  to  eij 
months.  Of  course,  the  promise  of « 
livering  5%  of  a  market  is  the  epita 
of  many  a  failed  dot-com. 

The  challenge  is  to  overcome  I 
presumption  that  anything  on  the  V 
ought  to  be  free  and  to  get  students 
dip  into  their  $200  of  average  mont 
discretionary  income.  It's  cool  to  be  a 
to  search  for  Adam  Smith  and  the  ai 
tocracy,  and  come  up  with  5,573  « 
tries — or  to  read  an  essay  about  Hud 
berry  Finn  with  six  hyperlinks  abi 
1 9th-century  race  relations  in  Amer 
But  is  it  worth  giving  up  beer  and  piz 

Some  of  that  venture  capital  will 
into  an  ad  campaign  on  CBS  and  ca 
channels  MTV  and  VHl.  It  will  brt 
during  March  Madness,  just  as  stude 
procrastinate  on  papers  by  watch 
basketball.  Williams  has  also  dispatd 
135  people  to  400  campuses,  offer 
free  coffee  and  demos  of  the  serv 


irccurt 

Sflao 
But 
m  i 


TV  ADS  BREAK  DURING  MARCI 
MADNESS,  WHEN  STUDENTS 
PROCRASTINATE  ON  PAPERS. 


(You  can  get  a  free  taste  of  the  servi 
capabilities  at  www.questia.com.) 

"I  think  we  will  become  every  bi 
indispensable  as  word  processing,"  s 
Williams,  28.  Can't  blame  the  guy 
hoping.  Six  weeks  into  the  service,  r 
many  subscriptions  have  been  sq 
Williams  won't  say. 


on  it 
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xury  Properties  Now  Available  on  Forbes.com 


www.Forbes.com/lifestyle/realestate/ 


ircourt  $3,600,000 
id  13  acres  in  Bernardsville,  New  Jersey,  this  distinguished  estate  dates  from 
)9  and  was  designed  by  Carrere  &  Hastings.  8  bedrooms,  7  full  baths,  9 
places,  staff  quarters.  908-766-6500  Turpin  Realtors 


Sheridan  Area  Ranch  $4,000,000 
Mestled  under  the  Big  Horn  Mountains  with  5  bedrooms,  2-story  main 
residence.this  1 ,000  acre  property  enjoys  a  classic,  private,  basin-like  setting  for 
a  "gentleman's  ranch."  406-656-7500  Hall  and  Hall 


terville,  Cape  Cod,  Massachusetts  $1 ,850,000 

cious  colonial  in  desirable  estate  neighborhood  of  Seapuit.  A  superior  home 
ivaled  in  construction  and  appearance  and  ideal  for  any  lifestyle.  This  home 
et  on  2.85  acres  of  manicured  grounds  and  offers  five  bedrooms  and  three 
one-half  baths.  508-420-1 1 30       Kinlin  Grover  GM AC  Real  Estate 


Quigley  Residence  $4,250,000 
Magnificently  appointed  country  residence  set  on  nearly  two  acres  of  beautifully 
landscaped  port  front  property.  A  main  house  with  6  bedrooms,  6.5  baths, 
gourmet  kitchen,  master  suite  on  main  floor  facing  the  pond. 
631-537-3900  Allan  M  Schneider  Associates,  Inc. 


>  Cam panas  Tour  de  Force  $  1,695,000 

gorgeous,  Jeff  Sears-designed  home,  has  expansive  Sangre  de  Cristo  and 

ez  mountain  views.  The  main  house  is  about  3,900  square  feet  and  contains  a 

iter  suite  with  sitting  room  and  two  guest  bedrooms. 
984-5117  French  &  French  Fine  Properties,  Inc. 


Mauka  Plantation  $1,400,000 
Presides  over  ten  acres  of  rolling  hills  in  the  gated  equestrian  community  of 
Waiki'i  Ranch  located  on  the  slopes  of  Mauna  Kea,  overlooking  the  Kona  Kohala 
Coastline.  4,040-square-foot  home  plus  two-bedroom  guesthouse. 
808-885-8885  Mac  Arthur  &  Company 


liscorthy  $22,000,000 
quintessential  Charlottesville  area  country  estate.  Over  1,300  majestic 
comprised  of  rolling  meadows  and  superb  hardwood  forests,  including 
icturesque  lakes. 

979-9200  Roy  Wheeler  Realty  Co. 


1667  Crespi  House  Price:  Upon  Request 

Magnificent,  gated  Mediterranean  villa  with  spectacular  views  of  Carmel  Bay. 
Seven  bedrooms,  seven  plus-bath  home  with  secluded  grounds,  pool,  spa,  and 
putting  green  overlooking  the  Pacific  and  Pebble  Beach. 
831-620-6314  Mitchell  Group 


Search,  find  and  buy  luxury  properties  at  Forbes 


TECHNOLOGY 


Too  Hot  to 


Handle 

As  microprocessors  simultaneously 
shrink  and  speed  up,  they  turn  into 
little  furnaces.  One  more  reason  to  fret 
about  the  end  of  Moore's  Law? 


BY  ELIZABETH  CORCORAN 

WILLIAM  POHLMAN'S  1999 
retirement  party,  capping 
a  20-year  tenure  at  Intel, 
had  barely  started  when 
two  former  colleagues 
pulled  him  aside.  They  wanted  him  to 
help  them  start  a  new  chip  company,  Pri- 
marion,  which  wound  up  focusing  on 
regulating  the  energy  demands  of  mi- 
croprocessors. The  back  nine  could  wait. 
"I  knew  the  technology  megatrends  that 
were  creating  problems  for  building  fu- 
ture chips,"  says  Pohlrnan,  a  former  vice 
president  of  engineering  in  Intel's  mi- 
croprocessor group. 

Two  years  later  Intel  is  pulling  off 
breathtaking  feats,  squeezing  42  million 
transistors  onto  a  sliver  of  silicon  217 
square  millimeters.  Its  new  Pentium  4 
churns  through  data  at  rates  of  1.5  giga- 
hertz; one  gigahertz  is  a  billion  clock  cy- 
cles a  second. 

But  as  chips  get  this  dense  and 
quick,  they  get  hot — hot  enough  to  boil 
water.  The  heat  makes  them  so  electri- 
cally "noisy"  that  they  can  fail.  And  the 
materials  that  enabled  such  chip  den- 
sity are  reaching  physical  limits.  Says 


GETTING 
THE  HEAT  OUT 

To  make  more  powerful  micro- 
processors, engineers  try  to 
squeeze  more  transistors  onto  a 
single  silicon  chip.  That  means 
transistors  have  become  vanish- 
ingly  small.  If  Intel's  top-of-the- 
line  Pentium  4  processor  mea- 
sured 500  miles  on  a  side,  then 
each  of  its  42  million  transistors 
would  be  only  19  feet  across  the 
top.  But  the  tinier  the  transistors, 
the  hotter  the  whole  chip  be-' 
comes.  Here  are  a  few  of  the  tech 
niques  designers  are  trying  to  get 
the  heat  out.  Just  about  all  of 
these,  however,  add  some  cost 
and  difficulty  to  chipmaking. 


FIND  A 

BETTER  WAY  TO 
FLUSH  OUT  HEAT 

1.  Heat  sinks.  These  are  chunks 
of  material  that  pull  heat  away  from  the 
microprocessor.  Metal  is  a  good  conduc 
tor  of  heat,  water  is  better.  (Air  is  the 
best.)  Some  designers  are  building  nove 
heat  sinks  with  tiny  water  chambers.  Tfi 
water  draws  out  the  heat,  vaporizes  anc 


! 


as  it  cools,  condenses  again. 

2.  "Encapsulate"  a  microprocessor. 
Startup  Incep  hopes  to  package  a  chip, 
heat  sink  and  the  ability  to  modulate  vo 
age.  By  sliding  the  chip  into  this  tidy 
package,  it  could  expose  more  of  it  to  ai 
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SEMICONDUCTORS 


hlman,  now  chairman  of  Primarion 
rempe,  Ariz.:  "We've  hit  an  inflection 
int. 

And  it's  a  biggie.  If  nothing  is  done 
-ethink  chip  design,  the  most  power- 
microprocessors  could  be  consum- 
t  more  than  1,000  watts  by  2004.  "If 
I  business  as  usual,  we  wind  up  frying 
rs"  with  microprocessors,  says  Den- 
nis Monticelli,  a  Fellow  with  Na- 
tional Semiconductor  in 
Santa  Clara,  Calif. 


Many  of  these  problems  could 
occur  within  two  chip  generations, 
about  four  years  from  now.  Since  it 
takes  about  two  years  and  more  than 
$1.5  billion  to  build  a  new  semiconduc- 
tor factory,  chipmakers  are  rolling  some 
expensive  dice  betting  researchers  will 
find  solutions  in  time.  "Our  goal  is  to 
make  Moore's  Law  work  for  the  next 
decade,"  says  Patrick  Gelsinger,  chief 
technology  officer  at  Intel,  referring  to 
the  tenet  that  the  number  of  transistors 
on  a  chip  doubles  every  24  months. 
Doing  so,  however,  will  demand 
changes  in  the  design  of  chips  and  the 
materials  that  compose  them.  At  a 
recent  industry  conference, 
Gelsinger  declared  that  managing 
heat  is  now  one  of  the  industry's  top 
challenges.  Switching  every  transistor 
off  or  on  requires  a  touch  of  energy.  As 
transistors  shrink,  it  becomes  impossi- 
ble to  completely  turn  them  off,  so  they 
leak  current  all  the  time.  That  draws 
electricity — 50  watts  in  the  case  of  the 
Pentium  4 — and  the  electricity  creates 
heat.  Without  the  use  of  cooling  tech- 
niques, temperature  spikes  above  105 
degrees  centigrade  have  occurred.  Pip- 


USE  DIFFERENT 
MATERIALS 

Some  firms  are  exploring 
how  different  materials 
flush  out  heat  or  switch 
faster  with  less  voltage. 

1.  IBM's  "silicon  on  insulator" 
layers  silicon  and  an  insulator 
such  as  silicon  dioxide  where  cur- 
rent passes  through  the  semi- 
conductor. 

2.  Materials-maker  Isonics  pushes 
the  idea  of  using  isotopically  pure 
ilicon  wafers  that  have  fewer  crystal  defects 
han  conventional  wafers.  Electrons  pass 
hrough  with  fewer  road  bumps,  generating 
3ss  heat.  Isonics  is  seeking  a  commitment 
rom  a  big  chipmaker  before  it  begins  manufac- 
iiring  such  wafers.  Chipmakers  are  nervous 
bout  the  cost. 


REDESIGN  THE  CHIP 


1.  Add  more  local  or  "cache"  memory.  To  do 
a  task  such  as  addition,  a  chip  might  have  to 
fetch  the  numbers  from  the  hard  drive. 
Adding  more  cache  memory  means  the  chip 
does  less  work  to  find  the  data. 

2.  Add  specialized  processing  blocks.  Cre- 
ating a  section  of  the  chip  designed  to  han- 
dle repetitive  tasks  efficiently  saves  work. 

3.  Add  another  processor,  but  share  the 
memory.  Creating  two  processing  units  that 
share  a  large  cache  on  the  same  swatch  of 
silicon  speeds  up  work. 

4.  Use  software  to  find  parallel  tasks.  In  the 
most  radical  case,  software  might  be  able  to 
reorganize  a  problem  so  that  a  chip  can 
handle  several  tasks  simultaneously.  Soft- 
ware can  also  let  a  processor  work  as  if  it 
were  two  units  when  it's  only  one.      —  E.C. 


ing  out  the  heat  is  expensive.  Even  sim- 
ple "heat  sinks,"  chunks  of  material 
that  carry  heat  away  from  micro- 
processors, can  add  $16  to  the  cost  of  a 
$600  chip.  More  elaborate  models,  with 
tiny  chambers  of  water  that  vaporize 
and  carry  away  heat  even  more  quickly, 
can  run  twice  the  cost.  Computer  mak- 
ers hate  adding  gizmos  to  their  boxes  to 
flush  out  heat,  preferring  to  save  the 
room  for  gear  that  makes  their  ma- 
chines more  appealing. 

New  cooling  tricks  are  starting  to 
emerge.  In  late  February  the  fledgling 
Incep  Technologies  in  San  Diego  intro- 
duced a  technique  for  packaging  to- 
gether a  microprocessor,  a  logic  board 
for  regulating  power  to  the  chip  and  a 
heat  sink.  Even  though  such  "encapsu- 
lation" could  cost  $200  per  unit,  Incep 
President  James  Kaskade  contends  that 
it  both  cools  the  chips  and  saves  space 
inside  the  box. 

Isonics  Corp.,  in  Golden,  Colo.,  a 
maker  of  specialty  materials  and  chem- 
icals, is  proposing  a  new  material:  a 
"purer"  version  of  silicon  called  Si-28, 
which  channels  out  heat  better  than 
conventional  silicon.  The  silicon  in  typ- 
ical wafers  is  a  blend  of 
three  silicon  isotopes. 
Sifted  down  to  just  the 
Si28  isotope,  Isonics'  wafer 
conducts  heat  better. 

Even  though  Si28's 
thermal  properties  are  at- 
tractive, changing  materi- 
als could  be  an  expensive 
option,  adding  at  least 
25%  to  the  cost  of  the 
wafer.  Isonics  Chief  Exec- 
utive James  Alexander 
says  he  needs  committed 
partners  before  manufac- 
turing the  first  wafers.  He 
claims  that  Advanced 
Micro  Devices,  among 
others,  is  experimenting 
with  the  materials. 

Even  better  than  get- 
ting the  heat  out  would 
be  generating  less  of  it  in 
the  first  place.  Intel's 
Gelsinger  is  exploiting 
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several  tricks  to  make  chips  more  effi- 
cient. Adding  more  local  memory,  or 
"cache,"  to  a  chip  reduces  the  work  the 
microprocessor  must  do  to  fetch 
needed  data.  Letting  two  microprocess- 
ing units  share  one  cache  cuts  work 
even  further.  Designating  a  special  sec- 
tion of  the  chip  to  handle  common 
tasks  also  helps.  So,  too,  does  handling 
repetitive  tasks  together. 

Both  Intel  and  AMD  are  also  trying 
to  be  smarter  about  how  their  chips  use 
power  by  using  software  to 
deliver  just  enough  juice  to 
the  chip  to  get  a  job  done. 
"The  chance  that  you  need 
the  highest  performance  at 
any  one  time  is  small,"  points 
out  Frederick  Weber,  vice 
president  of  design  engineer- 
ing at  AMD  in  Sunnyvale, 
Calif.  Instead,  chips  might 
operate  at  clock  speeds  rang- 
ing from  300  megahertz  to 
1,500  megahertz,  depending 
on  the  tasks. 

Transmeta,    a  much- 
talked-about   Santa  Clara 
newcomer,  is  taking  a  differ- 
ent approach  entirely.  Instead 
of  slowing  down  a  fast 
processor,  it  is  using  software  to  replace 
transistors.  Transmeta's  technique, 
called  "code  morphing,"  translates  the 
instructions  sent  to  a  chip  into  bigger 
chunks  that  can  be  handled  more  effi- 
ciently. The  result:  Its  Crusoe  chip, 


voltage  they  apply  to  transistors  so  as 
not  to  fry  the  electronics.  But  at  lower 
voltages  the  signal  that  pulses  through 
the  chip  gets  so  weak  it  could  get  lost  in 
the  chip's  electrical  cacophony.  Imagine 
50  million  doors  slamming  every  frac- 
tion of  a  second.  And,  when  the  electric 
potential  dips  below  one  volt,  devices 
may  not  get  enough  juice  to  switch.  A 
power-hungry  transistor  will  steal  en- 
ergy from  its  neighbors,  causing  a  tiny 
surge  on  the  chip.  "Either  you  have  to 

Feeding  the  Pentium  Beast 

Intel's  astonishing  march  toward  ever  denser  chips  comes 
with  a  cost:  skyrocketing  energy  demands.  The  prospect  of 
100-kilowatt  chips  has  designers  scrambling  for  solutions. 
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Projection  figures  assume  no  advances  in  energy  efficiency  techniques.  'Leakage  is  the 
dissipation  of  energy  as  a  result  of  imperfect  transistor  function.  Source:  Intel. 


run  your  processor  slower,  or  you  could 
get  a  'blue  screen' — the  system  fails," 
says  Pohlman. 

He  thinks  he  has  an  answer  to  these 
concerns  by  judiciously  managing  the 
voltage.  Primarion  is  designing  small, 


As  transistors  get  even  smaller  rj| 
materials  that  have  been  so  reliable 
chip  designers  begin  to  give  out.  C 
standard  ingredient  has  been  silic 
dioxide,  a  combination  of  silicon  a 
oxygen  atoms  that  makes  up  beach  sa 
and  quartz  crystals.  Silicon  dioxide 
played  two  different  roles  for  transistc  f  SCO 
It  insulates  the  tiny  metal  wires  a 
necting  those  millions  of  transistors  a 
manages  the  process  of  turning  a  tr 
sistor's  power  off  and  on,  serving  ai 
buffer  between  positive  a 
negative  charges.  By  thinn. 
this  "dielectric  layer,"  desij 
ers  have  sped  up  transist* 
switching.  But  it  will  soon 
stretched  about  as  thin  ai 
can  go:  The  silicon  diox: 
layer  on  the  daughter  of 
Pentium  4  will  be  a  mere 
atoms  thick.  Designers  ca 
scrape  away  too  many  m»  d 
atoms  or  else  those  lines  \ 
touch  or  interfere,  garbl 
the  digital  signals. 

Researchers  despair 
ever  finding  another  mate 
that  can  both  manage 
switch  and  insulate  the  wi] 
That  leads  them  in  differ 
directions:  adding  new  materials  to 
dielectric  material  governing  the  swii  espeop 
and  trying  to  concoct  new  insulat  m 
for  the  wires.  IBM  and  others  are  try 
a  grocery  list  of  materials.  In  ea 
March,  for  instance,  Dow  Chemical  i 
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IF  IT'S  BUSINESS  AS  USUAL,  WE'RE  GOING  TO  WIND  UP  FRYING  EGGS." 


which  uses  about  1  million  logic  de- 
vices such  as  transistors,  is  already  used 
in  Sony  and  Hitachi  laptops.  Transmeta 
and  its  competitors  argue  about  whose 
chip  performs  at  what  speed.  "Racing 
for  megahertz  isn't  the  goal — giving 
consumers  a  great  experience  is,"  says 
the  company's  founder  and  chief  tech- 
nology officer  David  Ditzel. 

A  more  insidious  problem,  the  one 
that  lured  Bill  Pohlman  out  of  retire- 
ment, is  the  dreaded  power  spike.  Op- 
erating at  gigahertz  speeds  takes  a  lot  of 
energy,  so  designers  must  lower  the 


special-purpose  silicon  germanium 
chips  that  sit  next  to  a  microprocessor, 
monitor  its  energy  demands  and  supply 
the  right  amount  of  power  at  the  right 
time.  "We  think  it  might  add  $20  to  the 
cost  of  the  microprocessor  but  it  could 
run  as  much  as  20%  faster,"  Pohlman 
argues.  Primarion's  first  chips,  which 
operate  about  five  times  as  fast  as  the 
top  microprocessors,  might  be  ready  by 
year-end.  (Silicon  germanium  chips 
run  so  fast  because  electrons  travel 
more  easily  through  the  material  than 
they  do  through  silicon.) 


veiled  a  porous  organic  material  th«  at : 
promised  to  make  available  as  an  in 
lator  later  this  year.  One  radical  idea 
insulating  the  wires  would  be  to  la 
nothing  but  air  between  them,  s 
Daniel  Dawson,  a  manager  at  IBM's 
maden  Research  Center.  Such  a  c 
might  be  too  fragile,  however. 

Many  solutions  are  under  way, 
if  the  biggest  chipmakers  don't  settle 
an  approach,  it  will  be  difficult  to  d: 
down  the  costs  of  future  chips.  (J 
compromise:  throwing  in  a  pair  of  o 
mitts  with  every  new  computer. 
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Jogent  or  Crazy? 

□start  urban  telecom  networks  are  gushing  red  ink.  David 
ihaeffer's  unlikely  solution  to  the  problem:  a  price  war. 


\\ 


SCOTT  WOOLLEY 

YEAR  AGO  THE  IDEA  OF  CHAL- 
lenging  local  phone  companies  by 
building  citywide  telecom  net- 
rks  seemed  glamorous.  Today  it 
•ms  suicidal.  Two  of  the  major  com- 
ii  :itive  local  exchange  carriers  (known 
CLECs)  have  filed  for  bankruptcy 
Section.  The  17  that  have  gone  pub- 
have  lost  58%,  or  $60  billion,  of  their 
nbined  high-point  market  values. 
Despite  the  wreckage,  the  dream  of 
tiding  a  successful  CLEC  lives 
in  the  mind  of  one  David 
iiaeffer,  a  44-year-old  vet- 
in  entrepreneur  who  runs 
16  Igent  Communications  out 
it;  vVashington,  DC.  His  fix  for 
profitless  industry:  Charge 
not  more.  Some  CLECs 
;r  a  30%  discount  off  Bell 
es.  He's  offering  98%. 
Selling  a  product  for  2% 
the  going  rate  is  such  a 
ky  idea  that  Cogent's 
v  espeople  have  a  hard  time 
ui.  (•suading  customers  the 
et  fer  is  legit.  At  a  recent  visit 
ii  lAfoodlake  Design  Group,  a 
thing  design  firm  in  New 
k,  Cogent  salesman  Kevin 
lagher  had  to  go  over  the 
tis  again  and  again.  Cogent 
offering  Woodlake  a  100- 
gabits-per-second  data  connection 
$1,000  a  month.  Woodlake  cur- 
jtly  pays  $800  a  month  for  a  T-l  line, 
ch  carries  data  at  1.5  megabits  per 
bnd  and  runs  over  Verizon's  wires. 

25%  more  money,  Woodlake 
aid  get  65  times  the  bandwidth. 
Office  manager  Laura  Fraumann 
sure  there  had  to  be  a  catch.  Big  in- 
ilation  fee?  None,  says  Gallagher.  A 
f,  juirement  to  rent  expensive  equip- 


left  the  meeting  impressed,  although  a 
month  later  she  has  yet  to  sign  up. 

Cogent's  competitors  call  its  pricing 
destructive  and  its  founder  a  charlatan. 
Snipes  one:  "When  a  guy  on  the  street 
offers  to  sell  you  a  Rolex  for  $20,  do  you 
really  think  it's  a  good  deal?" 

Schaeffer  is  used  to  being  the  odd- 
ball. He  graduated  from  high  school  at 
14  and  took  the  bus  to  the  University  of 
Maryland.  Since  abandoning  Ph.D. 
studies  in  economics  at  18,  he  has 


t  from  Cogent?  Nope.  Long-term 
imitment?  Standard  contracts  run 
nth  to  month,  he  says.  Fraumann 


founded  seven  companies.  He  sold  his 
stake  in  the  last  one,  another  telecom 
play  called  Pathnet,  for  $36  million  in 
January  2000. 

The  early  CLECs  made  a  big  mistake, 
Schaeffer  says.  They  attacked  voice  ser- 
vice, the  Bells'  best  and  oldest  offering. 
"Looking  at  the  total  telecom  bundle, 
where  are  people  feeling  the  greatest 
pain?  It's  not  voice.  Phone  companies 
always  get  your  calls  through,"  he  says. 

Instead  he  built  a  data-only  net- 
work, without  the  elaborate  layers  of 
switching  and  back-up  equipment 


needed  to  make  voice  calls  ultrareliable. 
There  are  quality  differences.  If  a  line  is 
cut  in  a  standard  voice  network,  the 
connection  is  supposed  to  be  restored 
within  50  milliseconds.  If  one  of  Co- 
gent's lines  is  cut  it  can  take  a  full  sec- 
ond to  redirect  traffic.  While  that  would 
disconnect  a  phone  call,  it  is  tolerable  to 
Web  surfers. 

Schaeffer  also  dispensed  with  all  the 
gear  that  measures  traffic  and  handles 
billing.  Other  CLECs  mimic  phone 
company  rates,  charging  by  usage  and 
distance.  Cogent  has  one  product  and 
one  price:  100  megabits  per  second  for 
$1,000  a  month.  Its  billing  department 
consists  of  one  person.  Schaeffer  has  yet 
to  spend  a  dime  on  ads.  He  relies  on  his 
eye-popping  price  to  attract 
customers. 

Nor  will  Schaeffer  rip  up 
the  streets  to  lay  fiber  cable. 
He  sells  service  in  13  of  the 
biggest  U.S.  cities,  but  only  to 
big  office  buildings  within 
easy  reach  of  existing  fiber 
that  Cogent  can  lease  cheaply. 

Compare  Yipes  Communi- 
cations, another  new  low-cost 
|  CLEC,  but  one  that  offers  vary- 
ing levels  of  bandwidth  and 
pricing  as  well  as  an  array  of  se- 
curity and  other  features.  As  a 
result  Yipe's  prices  tend  to  be 
well  above  Cogent's — for  ex- 
ample a  standard  10- megabit 
connection  runs  $2,000. 

Schaeffer  claims  that,  de- 
spite his  lowball  pricing,  he 
can  earn  operating  margins  of 
60%.  He  has  raised  $426  million  in  the 
past  year,  including  $310  million  in 
vendor  financing  from  Cisco  Systems, 
that  company's  largest  such  deal  ever. 
Schaeffer  says  Cogent  has  enough  cash 
to  see  it  through  to  late  next  year,  when 
he  expects  to  begin  generating  some 
operating  income. 

Says  Jay  Adelson,  founder  and  chief 
technology  officer  of  Equinix,  which 
runs  data  centers  that  hook  up  to  Co- 
gent's network:  "If  they  get  enough 
scale  they  could  make  money.  But  that's 
could  with  a  capital  C."  F 
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Digital  Tools  By  Stephen  Manes 


Wireless  Data: 

An  Opinionated  Buyer's  Guide 

HOW  DESIRABLE  IS  IT  TO  GET  INFORMATION  OVER 
the  airwaves?  Ask  anybody  with  a  radio,  TV,  pager 
or  cell  phone.  But  so-called  wireless  data — the 
kind  you  normally  see  on  computers — has  been  a 
different  story.  The  hardy  few  who  try  mating  cell 
phones  to  computers  soon  bow  in  homage  to  the  modem 
jack  hiding  in  the  hotel  room's  desk  lamp.  And  in  the  year 
and  a  half  since  its  arrival,  the  "Wireless  Web" — the  Inter- 
net, or  at  least  some  of  it,  dribbling  down  teensy  cell  phone 
screens — has  been  remarkably  unseductive. 

Fortunately,  wireless  data  does  not  have  to  be  about  surf- 
ing Yahoo  a  couple  of  dozen  characters  at  a  time.  It's  better 
thought  of  as  a  way  to  gather 


m 

■err 

ills 

m 

pre 

itoc 
V- 
|ooa 
id's 


There  are  plenty  of 
tough  questions  to 
sort  through  before 
you  cut  the  cords  to 
your  e-mail  and 
Internet  account. 


crucial  information  in  real 
time,  to  respond  to  e-mail 
when  you're  out  of  the  office 
or  dash  off  a  quick  message 
when  phoning  might  be  in- 
appropriate. A  dizzying  vari- 
ety of  hardware  and  software 
is  now  available  for  people  on 
the  move — everything  from 
add-ons  for  Palm  organizers 
to  phones  that  put  the  organizer  on  the  inside. 

Just  to  confuse  things  further,  an  obvious  winner  in 
wireless  is  not  on  the  horizon.  In  the  short  run  wireless  data 
solutions  are  likely  to  diverge  rather  than  coalesce.  High- 
speed public  local-area  networks  using  Bluetooth  and  IEEE 
802.11  technologies  in  cafes  and  airports  will  compete  with 
the  far  slower  solutions  currently  available  over  the  much 
broader  cellular  and  paging  systems.  In  the  long  run — and  it 
may  well  be  a  very  long  run  (see  box,  p.  136) — upgraded  cel- 
lular networks  seem  poised  to  triumph. 

Given  a  climate  of  change,  is  it  even  worth  bothering  to 
investigate  wireless  data?  If  you  seek  an  all-talking,  all- 
singing  Web  that's  a  miniature  version  of  the  giant  screen 
you  use  at  home  or  the  office,  forget  it.  If  you  can  accept  a 
handy  way  to  get  and  send  e-mail,  access  occasional  Inter- 
net-resident facts  and  conduct  transactions,  wireless  data 
may  be  for  you.  But  several  important  questions  need  an- 
swers before  you  cut  the  cords: 

How's  the  connection?  Wireless  devices  are  basically 
worthless  when  they  can't  get  a  signal.  Providers'  services 
vary  greatly;  two  nearly  identical  devices  may  offer  different 
coverage  areas.  Before  deciding  on  any  plan,  examine  the 
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coverage  maps  carefully,  and 
assume  providers'  maps  are 
optimistic.  The  gaps  can  be 
surprising:  GSM  cellular  ser- 
vice from  carriers  such  as 
VoiceStream  is  not  yet  avail- 
able in  metro  areas  like 
Chicago,  New  Orleans  and  St. 
Louis.  CDPD  systems  such  as 
AT&T  PocketNet  go  dark  in 
wide  swaths  of  the  South  and 
the  Midwest,  including  At- 
lanta and  Kansas  City. 

How  do  you  get  the  mail? 
Some  packet-based  messaging 
devices  like  RIMs  can  notify 
you  almost  instantly  that  a 

message  has  arrived  in  your  mailbox  and  show  it  to  > 
pronto.  Other  systems,  including  most  phones,  force  you 
do  the  asking,  wasting  your  time  while  you  make  the  conn 
tion  and  wait  for  the  download. 

Can  the  device  store  your  messages?  Those  that  do  can  o\ 
come  the  annoyance  of  slow  connections  by  reaping  the  d 
and  letting  you  read  and  deal  with  it  at  your  leisure.  That 
big  advantage  over  most  Web-enabled  phones,  which  fc 
you  to  stay  online  while  they  deliver  the  mail  screen  by  scr 
and  demand  that  you  deal  with  it  then  and  there,  unless  | 
want  to  go  through  the  whole  painful  process  again 

How  do  you  enter  data?  A  few  phones  offer  add-on  k 
boards,  but  most  force  you  to  make  do  with  the  num 
keys.  That  may  be  fine  for  short  messages,  but  it  gets  old  f 
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VI  devices  offer  surprisingly  good  keyboards  for  mumb- 
ling. Smart  phones  and  organizers  use  a  mixture  of  char- 
ier recognition  and  onscreen  and  add-on  keyboards  that 
also  work  well. 

What  does  "Web  access"  really  mean?  The  Wireless  Web  is 
3re  like  wireless  some-of-the-Web.  WAP  (Wireless  Access 
Dtocol)  devices  can  directly  access  only  specially  formatted 

s — though  a  few  of  those  sites  attempt  to  format  the  tra- 
ional  Web  into  WAP  on  the  fly,  often  with  limited  success. 
Im's  special  "Web  clipping"  sites  are  designed  for  quick 


s  of  short  bursts  of  data.  Browsers 
Palm  and  RIM  devices  can  get  at 
e  of  the  Web,  though  they  usually 
out  the  graphics;  the  browser  in 
et  PCs  can  display  graphics  in  color, 
results  can  look  awful.  Complex 
formatted  for  small  vertical  screens 
make  for  an  exercise  in  horizontal 
sljolling  skills.  And  at  speeds  of  no 

e  than  14.4  kilobits  per  second,  wireless  connections  are 
ut  one-fourth  as  fast  as  a  dial-up  modem  at  best,  so  not 
on  n  all-text  sites  are  likely  to  pop. 

What  else  can  it  do?  Cell  phones  have  a  compelling  value 
position:  You  can  talk  on  them.  So  if  you're  going  to 


carry  one  anyway,  why 
shouldn't  it  also  serve  as 
your  organizer  and  wire- 
less data  center?  That's  the 
argument    for  "smart- 
phones"  with  decent-size 
screens  and  lots  of  orga- 
nizer functions;  Hand- 
spring's VisorPhone  turns 
that    argument  upside 
down  with  a  plug-in  acces- 
sory that  turns  it  into  a 
full-fledged  phone  that  can 
so  do  data.  Smaller-screen  Web  phones  offer  an 
ever-increasing  panoply  of  services,  including  in- 
stant messaging,  e-mail  and  online  games,  though 
often  in  awkward  forms;  even  some  non-Web 
phones  offer  limited  messaging  options. 

Will  it  work  with  what  you've  got?  Vendors  of 
wireless  services  are  working  to  make  their  systems 
compatible  with  various  forms  of  Web  and  e-mail 
infrastructure.  Cool:  Systems  where  the  device 
brings  you  all  the  mail  from  your  standard  in-box, 
and  when  you  reply,  it  looks  as  though  you  were 
answering  from  your  desk.  Uncool:  Systems  where 
people  have  to  know  some  special  address  for  your 
mobile  e-mail,  or  what  you  mail  back  includes 
built-in  advertisements.  Rare  but  helpful:  Systems 
that  let  you  read  e-mail  attachments. 

How  much  handholding  is  involved? 
Devices  that  mate  with  organizers  gen- 
erally use  built-in  batteries.  Travelers 
may  have  to  lug  two  chargers,  two  bat- 
teries and  find  two  spare  outlets.  Hand- 
spring's VisorPhone,  with  a  removable 
battery  that  charges  itself  when  the  or- 
ganizer does,  is  an  exception. 

But  the  greatest  pains  are  likely  to 
center  on  the  software  and  the  service. 
At  some  point  or  another,  virtually 
every  one  of  the  units  I  tested  had  to  be 
reset.  Managing  synchronization  with 
data  on  PCs  was  invariably  an  exercise 
in  frustration.  And  one  preproduction 
Kyocera  unit  I  tried  went  bonkers, 
beeping  and  flashing  like  mad  before 
dying  entirely.  Presumably  that  has 
been  fixed  in  the  shipping  version. 

What  will  it  cost?  Packet-based  con- 
nections over  national  pager  and  CDPD 
networks  are  converging  on  unlimited  rates  of  about  $50  a 
month,  give  or  take  $10.  Phone-based  schemes  are  all  over  the 
map — from  free  or  cheap  monthly  fees  offered  by  Nextel  and 
AT&T  PocketNet  to  standard  (or  higher)  per-minute  charges 
for  data  over  traditional  cellular  systems.  Maybe  the  right 
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question  to  ask  is:  Can  you  get  the 
company  to  pay  for  it? 

Aside  from  the  burgeoning  vari- 
ety of  handsets  and  services,  not 
much  has  changed  in  the  world  of 
WAP  phones  since  Sprint  introduced 
them  on  these  shores  (FORBES,  Dec. 
13,  1999).  This  time  I've  focused  on 
data-centric  devices  in  three  specific 
categories:  smartphones,  communi- 
cators and  connected  organizers. 

SMARTPHONES 


GREAT  COMMUNI- 
CATORS (from  top): 
Palm  Vllx,  RIM  957 
Wireless  Handheld, 
AOL  Mobile 
Communicator. 


Though  WAP  phones  can  access  chunks  of  the  Net  and 
even  deal  with  e-mail,  their  constraints  can  be  maddening. 
New-generation  smartphones  have  screens  that  are  big 
enough  to  show  you  more  than  a  few  characters  at  once, 
along  with  integrated  organizers.  They  can  send,  receive  and 
store  standard  Internet  mail  and  offer  better  ways  of  enter- 
ing data  than  multiple  clicks  of  a  numeric  keypad.  And 
though  they  are  bigger  than  most  of  today's  fashionably  slim 
cell  phones,  they  may  be  smaller  than  the  organizers  they 
aim  to  supplant.  Among  the  latest 
contenders: 

Kyocera  Smartphone  QCP6035: 
This  second  try  at  putting  a  Palm  or- 
ganizer in  a  phone  is  far  more  suc- 
cessful than  Qualcomm's  brick-like 
pdQ  unit  of  yesteryear.  At  only  7 
ounces,  the  new  model  is  smaller  and 
not  much  heavier  than  some  Palms — 
thanks  to  a  tinier  screen.  A  full  nu- 
meric keypad  on  the  front  of  the  flip  and  a  jog  wheel  on  the 
side  make  one-handed  use  possible  in  many  situations. 

The  phone  can  access  not  only  WAP  and  Palm's  "Web  clip- 
ping" sites  but  also  the  text  in  standard  sites.  It  can  download 
e-mail  directly  from  an  Internet  provider  into  the  unit's  mem- 
ory, then  let  you  handle  the  overflowing  in-box  off-line  with- 
out the  meter  running.  It  can  play  Palm  games  and  run  stan- 
dard Palm  programs.  But  the  hardware  connector  is  different 
from  standard  Palms,  so  it  can't  use  existing  Palm  peripherals. 

Understanding  the  phone's  multiple  modes  can  be  con- 
fusing, but  the  full  manual  comes  only  on  CD-ROM,  not  in 
handy  book  form — a  truly  obnoxious  idea  for  a  noncomputer 
product.  Even  when  the  flip  is  closed,  part  of  the  touchscreen 
is  exposed — potential  trouble  in  a  pocket  full  of  pens.  Verizon 
is  offering  the  unit  for  $500,  which  seems  reasonable  enough 
for  the  first  evidently  sensible  one-device  wireless  solution. 

But  competition  is  on  the  way.  Samsung  is  expected  to 
announce  a  Palm-based  phone  of  its  own  this  summer,  and 
Samsung  has  a  way  of  making  very  clever  phones. 

Ericsson  R380  World  Smartphone:  Open  the  flip,  and  this 
compact  6-ounce  unit  reveals  a  surprisingly  large  and  read- 
able screen — oriented  horizontally,  so  that  you  have  to  turn  it 
sideways  to  read  it.  That  can  be  awkward,  but  it  does  help  dis- 


play horizontally  oriented  Web  pages  more  5 
tractively  than  on  a  narrow  screen.  More  aw 
ward  is  the  lack  of  support  for  one-handed  u] 
except  for  basic  phone  functions:  When  the  f 
is  open,  you're  forced  to  grab  the  pen  out  of  t  : 
battery  on  the  back 
smudge  the  screen  wi 
your  finger  just  to  do  sii 
pie  scrolling. 

Ericsson's  traditiona 
goofy  user-interface  ide 
— to  turn  its  units  on,  y 
hold  down  the  "NO"  bu 
ton — are  carried  to  ni 
extremes.  To  get  to  yo  ; 
out-box,  you  first  click  t 
icon  marked  "in-bo: 
There  are  worse  tortures 
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store,  like  having  to  set 
your  e-mail  password 
pecking  on  a  virtual  ke 
board  without  being  al 
to  see  what  you've  typec  w. 

The  unit  can  sync  w 
standard  PC  calendar  sa 
ware  and  dial  Internet  providers  directly  to  pick 
mail,  but  the  browser  is  strictly  WAP.  The  "World"  pi 
of  the  moniker  is  the  unit's  ability  to  run  on  both 
GSM  frequency  used  in  the  U.S.  and  the  one  that's  sti 
dard  elsewhere— though  you  may  find  yourself  pay  De 
more  than  a  hundred  bucks  an  hour  when  roamii 
abroad.  You  can  buy  it  directly  from  Ericsson  for  $61 
subsidies  may  reduce  the  price  when  carriers  begin  to  offeri 
Motorola  Accompli  009:  Two  more  like  this  and  Moton 
can  retire  the  Quirky  Phone  Design  Trophy.  This  forthcomi 
$600  unit  masquerades  as  a  fancy  text  pager,  with  a  256-co 
screen  and  voice  capability  thrown  in. 

The  Accompli  can  deal  with  stan- 
dard Internet  e-mail,  browse  WAP  sites, 
sync  with  standard  calendar  programs 
and  even  play  games,  though  its  bizarre 
keyboard  layout  takes  some  getting 
used  to.  Forget  about  holding  the  thing 
up  to  your  ear:  For  voice,  you  plug  in 
either  a  standard  headset  or  a  speaker- 
phone  accessory. 

And  unlike  most  other  phones,  a 
certain  amount  of  future-proofing  is 
built  right  in.  This  GSM  unit  will  be  able 
to  handle  messaging  over  higher-speed 
GPRS  systems  when  they  arrive.  But  its 
proprietary  "Wisdom"  operating  sys- 
tem is  unlikely  ever  to  offer  anything  like  the  range  of 
grams  for  the  Palm  OS  or  even  the  EPOC  operating  syst 
found  on  the  Ericsson. 


Ik 


DMMUNICATORS 

Devices  in  this  group  don't  pretend  to  be  phones, 
y're  designed  to  deliver  data  from  national  packet-based 
er  networks. 

RIM  family:  E-mail  fanatics  are  likely  to  find  they  corre- 
nd  well  with  these  little  5-ounce  units,  sometimes  known 
blackberries,  from  Waterloo,  Ontario's  Research  in  Mo- 
I  generally  known  as  RIM.  Models  850  and  950  are  basi- 


around  town,  live  on  e-mail  and  work  for  a  company  willing 
to  indulge  you,  the  857  and  957  are  wonderful  tools. 

Two  special  versions  of  the  850  and  950  offer  limited 
functionality  tied  to  particular  Web  services.  The  AOL  Mo- 
bile Communicator  is  available  only  to  AOL  members  and 
basically  does  only  two  things:  e-mail  and  instant  messag- 
ing. At  $330  plus  $20  per  month  for  unlimited  service,  it 
might  be  an  expensive  way  to  get  the  kids  off  the  phone  line. 

Motient's  more  functional  ELink  Fortified  With  Yahoo 


VI  units  pick  up  the  e-mail  from  your  usual  in-box  and  alert  you  to  take  a  quick  look. 


y  identical  at  about  $400,  but  they  work  on  800-  and  900- 
*ahertz  pager  networks  respectively;  same  goes  for  the 
>$er,  better  857  and  957,  which  sell  for  about  $500.  Spe- 
;  service  plans  aimed  at  enterprise  and  Internet  mail  sys- 
s  are  available  from  various  service  providers,  including 
tient  and  GoAmerica,  at  about  $60  a  month. 
The  devices  download  and  store  e-mail  seamlessly,  with- 
your  having  to  bother  to  ask — and  can  alert  you  when- 
a  message  arrives.  Annoyingly,  when  a  RIM  finds  14 
sages  waiting,  it  nags  you  14  times  instead  of  only  once, 
imb-typing  on  a  tiny  keyboard  to  reply  may  initially 
n  absurd  but  actu- 
Iworks  quite  well;  so 
s  the  roll-and-click 
iting  wheel.  The 
ens  on  first-genera- 
models  always 
ned  to  display  more 


ORGANIZED  ONLINE  (from 
left):  Handspring  Visor  Platinum 
with  Minstrel  S,  Compaq  iPaq 
Pocket  PC  with  AirCard  300, 
Visor  Prism  with  VisorPhone,  HP 
Jornada  540  with  Minstrel  540. 


Actions  than  data,  but  current  units  have  matte-finish 
ps  that  are  among  the  most  readable  around — except 
Hlome  digits  when  you  choose  the  smallest  fonts, 
nrhe  units  can't  handle  most  file  attachments  or  really  big 
i  usages,  but  some  services  offer  text  Web  browsing  for 
I  n.  Battery  life  is  extremely  long  for  a  mostly-on  device, 
the  smaller  units  work  off  a  single  AA  cell.  If  you  run 


costs  $335  for  the  device  and  $35  a  month  for  access  to  Yahoo 
online  services  like  e-mail,  calendar  and  instant  messaging, 
as  well  as  special  sites  designed  for  smaller  screens — though 
Yahoo's  stock-quote  service  was  never  available  when  I  tried 
it.  You  can  also  request  standard  Web  sites,  which  are  refor- 
matted to  fit  the  little  screen  when  they  appear  at  all.  But 
every  message  you  send  will  end  with  a  plug  for  Yahoo. 

Palm  Vllx:  This  7-ounce  organizer  has  a  built-in  radio; 
you  turn  it  on  by  lifting  the  antenna  tucked  into  the  side. 
Special  "Web  clipping"  programs  deliver  quick  hits  of  data 
like  stock  quotes  and  airline  departure  times,  and  permit 
online  transactions  with  firms  that  have  signed  on  to 
the  concept.  But  third-party  software  for  browsing 
and  managing  e-mail  is  clunky.  Nice  feature:  Runs 
on  two  AAA  cells,  so  you  can  always  carry  spares. 

CONNECTED  ORGANIZERS 

If  you  already  carry  a  mobile  organizer,  you 
may  now  be  able  to  turn  it  into  a  wireless  data 
terminal.  But  be  warned:  Since  this  approach  is  ul- 
timately an  afterthought,  it  tends  to  be  far  quirkier 
than  purpose-built  devices. 

Handspring  VisorPhone:  This 
little  $299  unit  plugs  into  the 
Springboard  slot  on  the  Hand- 
spring Platinum  or  Prism 
model,  and  turns  it  into  a  GSM 
phone  with  a  very  big  screen 
and  good  integration  with  the 
organizer.  Incomplete  instruc- 
tions for  using  the  built-in 
modem  kept  me  from  actually 
getting  data  to  the  unit,  but  I 
have  seen  it  work.  Browsing 
and  e-mail  require  download- 
ing third-party  software. 
AirCard  300:  Sierra  Wireless's  $479  PC  Card  solution,  with 
service  from  GoAmerica  over  the  CDPD  network,  works  with 
PCs  and  Windows  CE  units.  I  tried  it  with  the  attractive  Com- 
paq iPaq  Pocket  PC,  which  was  not  so  attractive  after  I  in- 
stalled the  PC  Card  adapter  sleeve  with  built-in  auxiliary  bai- 
tery.  That  bulks  up  the  unit,  which  weighs  in  at  1 3  ounces,  far 
more  than  any  of  the  other  solutions.  But  it  does  let  you  open 
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Say  hello  to  the  future  of  communication. 
Because  now  your  Handspring  organizer  is  also 
your  phone. 

Just  pop  in  the  optional  module  and  you 
can  dial  straight  from  your  address  book  by  merely 
tapping  its  screen*  No  morejuggling  of  instruments 
or  fumbling  around  searching  for  numbers.  Instead 
of  scrolling  through  a  digital  maze  looking  for 
features,  the  features  are  on  the  Visor's  screen 
looking  at  you. 

Previously  unheard  of,  it's  hard  to  underesti- 
mate the  value  of  such  an  alignment.  Suddenly 
conference  calling  is  a  no-brainer.  Same  with 
caller  ID,  the  internet  and  e-mail,  if  you  so  desire. 
Every  function  you  could  ever  imagine  plus  a 
whole  bunch  that  you  couldn't.  It's  all  there,  and 
it's  totally  integrated. 

Call  it  a  match  made  in  high-tech  heaven. 
The  Visorphone'."  It's  definitely  for  you. 


^  Andre1."  Meyer  OnHou 

1-831-555-6737  oa:S3  pj 

*  Mario  Cooper  f>ctive 

565-0128  oms 


HI    Dial  right  from 
your  address  book. 

Tap  on  any  phone  number 
in  your  address  book, 
hit  dial  and  voila  you're 
connected. 


V.  ' 

3-way 
Coll 


3-way  calls-way, 
way  easier. 

Just  a  couple  of  taps  and 
you're  having  a  conference 
call.  You  can  even  add  in 
someone  on  call  waiting. 


8:88  Presents 
9:88  Meeting  i 
11:83  project r 


Multitask  like  there's 
no  tomorrow. 

Write  down  appointments, 
look  up  numbers, 
take  notes-all  while  you  're 
yakkin'  on  the  phone. 


handspring 

www.handspring.com 


TECHNOLOGY    DIGITAL  TOOLS 


e-mail  file  attachments  in  standard  Microsoft 
formats.  You  can  Web  surf  in  color,  but  many 
sites  display  poorly.  Major  annoyance:  The 
skinny  antenna  is  almost  a  cinch  to  get  bro- 
ken or  lost. 

Minstrel  family:  With  service  from  the  likes 
of  OmniSky  and  GoAmerica,  these  modems 
come  in  various  sizes  to  fit  specific  PDAs,  in- 
cluding Handspring  ($299),  Palm  V  ($299) 
and  the  Hewlett-Packard  Jornada  540  ($349). 
The  big  "sled"  for  the  Jornada  makes  it  weigh 
in  at  13  ounces.  Like  the  slimmer  edition  for 
the  Palm  V,  it  must  be  charged  separately.  Fid- 
dling with  the  software  can  also  be  a  problem. 

OTHER  OPTIONS 


These  are  by  no  means  the  only  wireless-data  options. 
For  short  messages  there  are  two-way  pagers  like  Motorola's 
T900  Talkabout,  not  to  mention  the  various  short-message 
services  built  into  cell  phones.  Cell  phones  and  CDPD  cards 
can  connect  to  standard  notebook  PCs  for  the  cost  of  a  cable, 
software  and  service. 


PALM -SIZE  Then  there's  Metrico^ 

Palm  V  with       Ricochet    system,  whl 

»°Vatel.  „  works  at  128  kilobits  per  a 
Minstrel  V.  r 

ond  in  1 3  markets,  for  abi 

$75  per  month.  PC  Card  versions  of  Rij 
chet  modems  are  just  beginning  to  ship 
about  $300,  at  a  time,  alas,  when  the  fi| 
has  admitted  to  troubles  building  its  spa 
system.  Metricom  began  rolling  out  tt 
network  in  1994.  A  lesson  is  in  th 
somewhere. 

Hope  springs  eternal.  Microsoft  is  pi 
moting  its  Stinger  platform;  phones  sho 
be  available  later  this  year.  Other  ri 
phones  will  offer  color  screens  and  i 
proved  online  gaming.  Networks  will  be 
offering  higher  speeds.  But  if  accessing  mobile  e-mail  a 
the  occasional  fact  are  enough,  the  main  reason  to  da 
may  be  financial. 

Read  Stephen  Manes'  newly  updated,  opiniona 
computer  buying  guide  at  www.forbes.com/computerguii 


Wireless:  The  Next  Generation 


CELLULAR  CARRIERS  HAVE  BEEN 
touting  the  vision  of  a  wireless  Web 
for  a  few  years,  dreaming  of  high- 
speed, always-on,  packet-based  connec- 
tions that  deliver  everything  from  music 
to  traffic  warnings  and  restaurant  rat- 
ings. Some  of  that  has  begun  to  happen. 
Most  of  it  hasn't. 

Things  are  moving  fastest  in  Japan. 
NTT  DoCoMo,  Japan's  largest  carrier  and 
a  front-runner  in  high-speed  wireless 
technology,  is  spending  $1.5  billion  on  a 
limited  rollout  of  a  "third-generation" 
(3G)  wireless  network  that  will  begin  op- 
erating in  May.  Eventually  speeds  of  over 
300  kilobits  per  second  would  allow  MP3 
files  and  low-resolution  videos  to  stream 
right  to  handheld  devices. 

But  in  Europe,  China  and  South 
Korea,  next-generation  cellular  networks 
are  only  beginning  to  be  built,  and  those 
are  merely  an  upgrade  of  the  existing  net- 
works, to  the  so-called  2.5G.  It  allows  for 
connections  at  about  the  speed  of  current 
dial-up  modems,  several  times  faster  than 
the  9.6  or  14.4  kilobits  per  second  now 


available.  In  the  vast  U.S.,  with  its  com- 
peting data  standards,  making  even  this 
limited  improvement  a  reality  will  be  an 
expensive  and  complicated  proposition. 

Sprint  plans  to  begin  upgrading  its 
single-frequency  digital  network  by 
year-end  and  to  complete  it  by  July 
2002,  at  a  cost  of  $800  million.  Larger, 
more  disparate  and  antiquated  net- 
works, such  as  those  run  by  AT&T  and 
Verizon,  will  cost  more.  AT&T  plans  to 
spend  $13  billion  on  upgrading  its  net- 
work, but  3G  won't  be  ready  until  2004. 
Most  carriers  won't  discuss  which  cities 
will  be  first  to  get  service. 

Consumer  prices  are  expected  to  fall 
within  the  $20-to-$40  range  that  Amer- 
icans now  pay  for  Internet  or  cell  phone 
service.  Japanese  users  pay  by  the  packet 
for  the  data  they  use  on  DoCoMo's  net- 
works, but  Americans,  accustomed  to 
flat-fee  Net  and  phone  deals,  may  balk  at 
pay-per-use  pricing  that  can  result  in 
month-end  sticker  shock.  Carriers 
counting  on  businesses  to  cough  up  pre- 
mium prices  may  be  in  for  a  disappoint- 


ment. A  recent  Gartner  study  in  Eun 
found  most  executives  were  unwillinj 
pay  more  for  faster  wireless  Internet 
cess,  despite  acknowledging  its  imp 
tance  to  their  businesses. 

It's  anyone's  guess  which  2.5G 
3G  applications  will  become  most  p> 
ular.  In  Japan  they  love  horoscop 
games  and  instant  messaging.  ATj 
which  has  allied  with  DoCoMo  to 
its  i-Mode  technology,  plans  to  deli 
Americanized  applications  such 
stock  quotes  and  news  stories  whe: 
rolls  out  2.5G.  Localized  services  a 
shopping  should  come  next.  Troubl« 
most  of  those  services  are  already  av 
able  on  Web  phones  and  have  har 
proven  to  be  killer  apps. 

All  this  suggests  that  recouping 
tens  of  billions  of  dollars  being  sp 
on  3G  infrastructure  might  hinge 
the  success  of  content  such  as  vid 
games  and  music.  And  we  all  kn 
how  profitable  downloadable  ent 
tainment  has  been  on  the  Web.  Just 
Napster.  — Kiri  Blah 


Stephen  Manes  (steve@aanky.com)  is  the  cohost  o/Digital  Duo,  a  weekly  public  television  series.  Find  past  columns  at 
www.forbes.com/manes  or  use  your  :CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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,av^5  made  real. 


Notice  the  way  the  bubbles  catch  the 
light?  We  did.  Photonic  switching  from 
Agilent  can  deliver  the  wide-open  speed 
of  an  all-optical  network  by  bending  light 
with  bubbles.  Bottlenecks  are  broken. 
Fiber  is  uncorked.  Data  flows  like,  well, 
you  know.  Cheers. 


Agilent  Technologies 

*  *  *'•    Innovating  the  HP  Way 

Agilent  Technologies  is  a  new  company 
composed  of  the  former  Hewlett-Packard 
test  and  measurement,  chemical  analysis, 
semiconductor  components  and  medical 
products  businesses,  www.agilent.com 


INVESTING 


Let  Us  Prey 

Vulture  investing  isn't  what  it  was  during  the  last  round  of  corporate  mortality. 
The  jostling  is  rougher,  and  there's  not  as  much  meat  on  the  bones. 


BY  PHYLLIS  BERMAN  AND  LEA  GOLDMAN 

DAY  AFTER  DAY,  COMPANY  AFTER 
company  files  for  protection 
under  the  bankruptcy  laws — 
the  amount  of  assets  is  greater 
now  than  at  any  time  since 
1 99 1 ,  and  is  expected  to  keep  growing.  A 
sorry  situation  for  corporate  America  but 
an  opportunity  for  vulture  investors. 
These  players  seek  tasty  morsels  amid  the 
carnage;  that  is,  buying  distressed  debt 
securities  they  hope  will  pay  off  big  when 
a  company  is  reorganized,  either  in  bank- 
ruptcy court  or  to  forestall  Chapter  11. 

While  there's  no  accurate  beak 
count,  more  vultures  than  ever  are  ply- 
ing this  trade,  from  grizzled  veterans 
like  Carl  Icahn  to  canny  hotshots  like 
David  Matlin.  And  it's  a  more 
sophisticated,  dangerous  game 
than  ever.  To  illustrate  how 
dangerous,  check  out  these 
two  tales  of  toppled  telecom- 
munications ventures: 

•When  ICO  Global  Com- 
munications filed  for  Chapter 
1 1  in  1999,  the  future  looked  bleak  for 
the  mobile-phone  satellite  system. 
Enter  telecom  guru  Craig  McCaw,  who 
last  May  orchestrated  a  $1.2  billion 
bailout  of  ICO  and  folded  it  into 
Teledesic,  his  own  satellite  company. 
Vulture  investors  profited  outrageously. 
They  had  purchased  their  securities  at 


20  cents  on  the  dollar  and  got  back  50 
cents  six  months  later. 

•  Iridium,  an  ICO  competitor  with 
$5  billion  in  debt,  had  filed  for  bank- 
ruptcy just  two  weeks  before  ICO  did. 
McCaw  got  involved  this  time,  too,  but 
he  didn't  have  the  same  acquisitive  ap- 
petite for  Iridium  as  he  did  for  ICO.  ICO 
had  the  advantage  that  its  satellites  had 
not  been  launched,  allowing  McCaw  to 
refashion  them  for  Teledesic's  pur- 
poses. Iridium's  fleet  was  already  aloft. 

He  merely  lent  Iridium  $2.5  million 
to  tide  it  over,  so-called  debtor-in-pos- 
session financing,  in  which  the  most  re- 
cent lender  goes  to  the  head  of  the  line 
in  the  reorganization.  Some  vultures 


of  bad  companies  with  bad  balanct 
sheets.  "This  isn't  the  kind  of  merchanl 
dise  that  was  available  in  the  earl 
1990s,"  says  Lorraine  Spurge,  chief  ex 
ecutive  of  Los  Angeles-based  financial 
advisory  firm  Spurge  Ink. 

If  you're  an  individual  investoj 
without  the  resources  and  savvy  of  a 
Icahn,  should  you  invest?  Only  if  you 
understand  you're  at  the  whim  of 
among  a  host  of  other  things,  the  bu 
players  like  Icahn  who  control  the  reorj 
ganization  process.  Even  the  smaller] 
time  vultures,  with  $50  million  to  $1(1 
million  under  management,  have  tc 
focus  on  a  smaller  number  of  opportuj 
nities,  says  Jeffrey  Altman,  senior  vicj 


DAVE  MATLIN  IS  THE  BABE  RUTH  OF  THE  GAME. 
RUTH  WAS  THE  HOME-RUN  LEADER  AND  THE 
STRIKEOUT  LEADER  IN  THE  SAME  YEAR."  


pounced  on  the  news  of  McCaw's  ar- 
rival. They  picked  up  Iridium  bonds  for 
30  cents  on  the  dollar.  But  McCaw 
chose  not  to  rescue  Iridium,  and  the 
bonds  were  wiped  out. 

In  the  last  recession  there  were  great 
companies  with  bad  balance  sheets.  In 
this  economic  slowdown  you  see  a  lot 


president  of  Franklin  Mutual  Advisors 
which  has  $2  billion  invested  in  disl 
tressed  securities. 

Should  you  have  some  mad  money 
and  insist  on  playing,  however,  we  haw 
a  list  of  pros'  picks  you  might  try,  in 
hopes  you  won't  be  Iridiumed.  They'll 
either  in  Chapter  1 1  or  are  otherwisj 
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hurting,  but  offer  at  least  the  prospect 
of  a  big  payday  (see  table). 

What  about  mutual  funds?  A  few, 
like  Third  Avenue  Value  and  Fidelity 
Capital  &  Income,  have  been  known  to 
dabble  in  defaulted  bonds,  but  only 
have  tiny  portions  of  their  portfolios 
there.  (Altaian's  distressed  investments 
are  only  about  10%  of  Franklin's  total.) 
Most  of  the  players,  like  Oaktree  Capi- 
tal Management,  cater  to  pension  fund 
and  endowment  clients.  There  are  also 
a  raft  of  hedge  funds  scoping  for  prey, 
like  Angelo,  Gordon,  with  its  $1.4  bil- 
lion earmarked  for  distressed  invest- 
ments. These  take  wealthy  individuals 
as  clients.  Other  players  include  funds 
of  funds,  such  as  the  portfolio  being  as- 
sembled by  Edward  Bowman  for  clients 
of  PNC  Bank. 

Leon  Black,  the  onetime  Drexel 
banker  who  made  his  name  and  for- 
tune in  distressed  securities,  is  rumored 
to  be  reentering  the  market,  raising  a 
new  $3.5  billion  fund.  Wilbur  Ross,  best 
known  as  an  investment  banker  in  the 
early- 1990s,  has  gotten  into  the  vulture 
investing  business  and  is  raising  money 
a  second  time  for  U.S.  and  Asia  deals. 
Entirely  new  players,  like  LBO  funds,  are 
sniffing,  too. 

But  the  money  flowing  in  is  still  just 
a  small  fraction  of  the  distressed  debt 
out  there  to  look  at:  $650  billion,  face 
value,  of  distressed  debts.  (An  IOU  is 
defined  as  distressed  if  it's  trading  at 
more  than  1 ,000  basis  points  over  Trea- 
surys.)  This  sickly  paper  is  selling  at  a 


combined  market  value  of  $400  billion. 
That's  twice  the  value  of  the  bad  debt 
up  for  grabs  in  the  1990  vulture-fest 
(see  chart,  p.  141). 

The  buzzards'  bounty  should  in- 
crease because  of  the  huge  amount  of 
junk  issued  in  the  1990s  that  is  due  to 
mature  soon:  $28  billion  this  year,  $53 
billion  in  2002  and  $66  billion  in  2003. 
Problems  paying  off  the  principal  or  re- 
financing the  debt  could  produce  deli- 
cious disasters  that  vultures  can  exploit. 

It  seems  at  first  blush  that  bargains 
abound.  Defaulted  bonds  traditionally 
traded  at  30  to  45  cents  on  the  dollar. 
Lately,  says  distressed-securities  expert 
Professor  Edward  Altman  of  the  Stern 
School  of  Business  at  New  York  Univer- 
sity, it's  around  20  cents.  Busted  bank 
loans,  which  only  institutions  are  al- 
lowed to  buy,  have  sold  historically  for 
65  to  75  cents  on  the  dollar;  today  a  55- 
cent  price  is  common. 

But  eyen  at  those  prices,  there's  no 
assurance  that  vulture  investors  will  get 
a  repeat  of  the  early  1990s,  when  re- 
turns ran  as  high  as  40%  annually.  "It's 
not  even  close,"  says  Samuel  Zell,  the 
Chicago  financier  and  veteran  vulture 
known  as  "The  Grave  Dancer."  Recent 
buyers,  meanwhile,  have  some  catching 
up  to  do  just  to  break  even.  The  average 
distressed  fund  lost  33%  last  year. 

With  a  weakening  economy,  there 
are  horror  stories  for  speculators  hold- 
ing subordinated  debt  (that  is,  creditors 
behind  senior  debt  in  a  bankruptcy). 
Take  the  recent  implosion  of  the  AMF 


nipt 


ihn 


Bowling  leveraged  buyout,  which  Gcj 
man  Sachs  did  in  1996  for  $1.4  billi 
or  8.5  times  pro  forma  operating 
come  (net  before  depreciation,  intei 
and  taxes).  AMF,  the  nation's  larg 
bowling  chain,  took  out  $5 1 5  millior 
bank  loans  and  $500  million  in  bo 
debt.  Goldman  and  partners  put 
$400  million  in  equity. 

But  the  bowling  business  stagnat 
And  AMF's  costly  expansion  at  ho 
and  in  Asia,  during  that  region's  fin; 
cial  crisis,  was  monumentally  ill-tim 
Operating  income,  projected  to 
$350  million  by  1999,  reached  oi 
$130  million.  A  year  ago  vulture 
vestors  bought  what  appeared  to  b  « 
conservative  business  at  a  conservat  oup 
price,  40  cents  on  the  dollar.  But  w  pin 
the  operating  income  sliding  fast, 
bonds  kept  sliding,  too,  all  the  way  tc  Ie 
(They  now  trade  at  10.) 

Investing  in  bank  debt  has  also 
come  a  real  jungle.  This  endeavor  w< 
less  risky  proposition  in  the  early  19' 
because  banks  had  required  that  1 
loans  be  secured  by  corporate  asse 
You'd  buy  at  60  cents  on  the  dollar  a 
bet  the  bonds  would  return  to  par. 

No  more.  Although  most  syn 
cated  loans  in  the  late  1990s  were  cc 
servative — they  extended  less  debt  a 
percentage  of  the  company's  total  va 
ation — a  lot  of  them  were  unsecurec 

Note  what  happened  with  Ow« 
Coming's  unsecured  bank  debt,  wh 
traded  at  80  cents  on  the  dollar  wh 
the  company  reported  increased 


Risky  Business 


lb. 


pr>; 


The  pros  say  don't  even  think  about  it.  if  you  dare,  and  don't  underestimate  the  risk,  here  are  some  of  the  pros'  picks.  Some  of  th 
bonds  are  for  companies  in  Chapter  II;  others  are  trading  at  a  very  low  level.  Remember,  this  is  an  illiquid  and  volatile  market. 


Company/Status 

Security 

Trading  price 
as  %  of  par 

The  buzz 

Advantica  Restaurants/Chapter  11 

11.25  senior  notes  of  2008 

63-65 

Bondholders  believe  there's  enough  cash  flow,  so  they  won't  be  stiff 

Akamai 

5.50  convertibles  of  2007 

40-43 

Overleveraged  tech  ex-highflier  should  go  cash  flow  positive  soon 

AMC  Entertainment/Distressed 

9.50  senior  subordinated  notes  of  2009 

80-81 

One  of  few  theater  companies  not  in  Chapter  11  yet. 

Finova/Chapter  11 

7.25  notes  of  2004 

83V4-84 

Berkshire  Hathaway  and  Leucadia  bailout  offer  pending. 

Fruit  of  the  Loom/Chapter  11 

6.50  notes  of  2003 

54-55% 

The  pros  are  jumping  in.  Rumor:  Warren  Buffett,  too. 

Harnischf  eger,  Chapter  11 

7.25  debentures  of  2025 

44-46 

Bondholders  expect  to  get  a  juicy  piece  of  the  equity  upon  reorganizat 

Hollywood  Entertainment/Distressed 

10.63  senior  subordinated  notes  of  2004 

48-52 

Second  only  to  Blockbuster.  Will  stabilize  sooner  rather  than  later 

Pacific  Gas  &  Electric/Distressed 

5.88 1st  mortagage  of  2005 
7.38 1st  mortagage  of  2005 

91-93 
82-84 

Stricken  utility  won't  even  miss  a  payment,  say  pros. 

Rite  Aid/Distressed 

7.63  senior  notes  of  2005 

70-72 

Already  traded  up  on  news  that  it  will  try  to  trade  debt  for  equity. 

Distressed:  Trading  at  more  than  1,000  basis  points  over  Treasurys.  Sources:  Credit  Research  &  Trading;  Standard  &  Poor's;  Forbes. 
140     FORBES-  April  2,  2001 


"  stos-liability  exposure  last  year, 
iltures  flocked,  presuming  the 
nk  debt  would  be  renegotiated  to 
e  it  collateral  and  a  senior  posi- 
n.  Didn't  happen.  When  instead 
11  ;  building-materials  maker  filed 
bankruptcy  in  October,  the  debt 
mped  to  30  cents  because  it  was 
equal  footing  with  other  claims. 
Tough  terrain.  Which  specula- 
's are  best  able  to  navigate  it? 
hn  is  one.  Of  late  he  has  pur- 
ased  debt  of  TWA,  docked  in 
apter  1 1 .  He  must  know  what  he 
'  getting  into;  he  controlled  the  air- 
in  the  1980s.  He  has  also  bought 
nds  and  bank  debt  of  Reliance 
Dup  Holdings,  once  the  insurance 
pire  of  Saul  Steinberg. 
The  name  on  everyone's  lips 
se  days  is  David  Matlin,  the  swash- 
:kling  manager  of  a  $2  billion  house 
'tfolio  at  Credit  Suisse  First  Boston, 
i  tlin  takes  large  positions  in  many  ju- 
r  unsecured  bonds  hoping  a  few  will 
I '  off  big  to  compensate  for  the  losers. 
;  mpetitors  say  Matlin  never  pays 
r^re  than  25  cents  on  the  dollar. 
One  of  Matlin's  biggest  scores  was 
1 1999  purchase  of  junior  bonds  of 
i  failing  paging  service  provider  Pa- 
llet at  about  25  cents  on  the  dollar. 
Ibonds  rebounded  to  80  cents  only 
re]  inths  later.  "Dave  is  the  Babe  Ruth  of 
■wi i  game.  Ruth  was  the  home-run 
rider  and  the  strikeout  leader  in  the 
4  lie  year,"  says  restructuring  adviser 
;  ry  Ridings  at  Lazard  Freres. 
Another  vulture  all-star  is  Cerberus 
tners'  Stephen  Feinberg,  who  has 
|  pi  managing  distressed  funds  since 
5.  He  now  runs  a  dozen  different 
ds  and  separate  accounts,  and  a  fi- 
ce  company  that  all  together  have 
pillion  in  their  coffers.  During  the 
I-  and  late- 1990s,  when  the  U.S.  vul- 
p  business  dried  up,  he  looked  for 
|  Bam  washing  up  in  Asia  at  5  and  10 
is  on  the  dollar.  His  annual  returns 
re,  according  to  competitors,  were 
|re  than  30%.  Last  year  he  targeted 
apsed  department  store  operator 
;asakiya. 

Some  pros  aim  to  trade  their  bonds 
equity  in  a  reorganized  company. 


Debt  Meat 


More  distressed  and  defaulted  debt  is 
around  than  even  during  the  1990  bust. 


Size  of  defaulted  and 
distressed  debt  market  ($bil) 


'90  '95  '00 

Source:  E.  Altman.  NYU  Salomon  Center. 

No  small  feat:  All  the  holders  of  differ- 
ent levels  of  debt  must  agree  to  the 
terms.  If  even  one  class  dissents,  the 
player  that  holds  at  least  a  33%  position 
in  one  particular  debt  class  can  block  a 
recovery  plan  negotiated  by  the  rest.  In 
a  stalemate,  a  federal  bankruptcy  judge 
carves  up  the  carcass. 

No  wonder  these  workouts  are 
often  combative  affairs,  with  members 
duking  it  out  over  nickels  and  dimes. 
Add  Icahn  to  the  mix  and  workouts  be- 
come Jacobean  dramas.  Take  Marvel 
Entertainment  Group,  which  was  con- 
trolled by  another  hard  case,  billionaire 
Ronald  Perelman.  Perelman,  who  has 
scooped  up  his  share  of  troubled  secu- 
rities, is  a  formidable  dealmaker.  But  his 
skills  as  a  business  builder  are  question- 
able. Marvel,  maker  of  Spider-Man  and 
Captain  America  comic  books,  had  lost 
its  way  under  Perelman;  with  the 
comics  suffering  from  poor  art  and  sto- 
ries, readers  were  deserting. 

In  1996  Perelman  put  the  company 
in  Chapter  1 1  and  tried  to  merge  it  with 
Toy  Biz,  a  highly  profitable  toy  com- 
pany. Then  Icahn  bought  up  Marvel 
bonds  for  a  reported  $70  million,  tried 
to  scotch  the  Toy  Biz  deal  and  take  over 
Marvel  himself. 

Rancor  was  so  intense,  various  par- 
ties would  sometimes  negotiate  from 
different  board  rooms.  "They  just  did 
not  trust  one  another,"  recalls  Chaim 


Fortgang,  a  lawyer  representing  the 
bank  creditors.  In  late  1997  a  fed-up 
judge  created  a  mechanism  that  left 
Toy  Biz  the  owner  of  an  almost  de- 
funct company.  Perelman  lost  his  eq- 
uity interest,  and  Icahn's  bonds  were 
wiped  out. 

More  broadly,  Icahn's  Marvel  mis- 
adventure illustrates  how  the  level  of 
play  has  escalated  over  the  past  decade. 
Sharp  elbows  are  the  norm  in  bank- 
ruptcy court.  Take  United  Companies, 
a  home  equity  lender  that  went  into 
bankruptcy  in  March  1999.  Matlin 
held  half  the  subordinated  debt,  and 
Farallon  Partners,  a  San  Francisco- 
based  hedge  fund,  owned  the  bank 
debt.  Farallon  negotiated  a  tidy  recov- 
ery for  the  bank  debt,  but,  under  the 
plan,  Matlin's  investment  would  have 
evaporated.  Matlin  vowed  to  block  the 
deal  until  he  got  a  cut  of  the  action.  He 
made  out  with  $2.5  million,  but  far  less 
than  the  $10  million  or  so  he  wanted. 

Even  those  investors  who  don't  want 
equity  must  be  willing  to  commit  in- 
tense efforts  to  squeezing  whatever  value 
they  can  out  of  the  troubled  securities 
they  own.  As  the  market  has  become 
more  sophisticated,  vulture  investing  has 
developed  a  permanent  support  indus- 
try. A  leading  adviser  to  bondholders  is 
the  boutique  firm  Chanin  Capital  Part- 
ners. Anticipating  bankruptcies  among 
overbuilt  cinema  chains,  it  hired  the  for- 
mer president  of  AMC  theaters  to  help.  It 
has  since  been  part  of  four  cinema  bank- 
ruptcies, including  those  of  Regal  Cine- 
mas and  Loews. 

One  strategy  that  heavy  hitters 
don't  bother  with,  but  smaller  funds 
do:  shorting  a  wobbly  company's 
bonds.  Some  wise  investors  did  that  in 
December  for  crisis-ridden  Pacific  Gas 
&  Electric  and  Southern  California  Edi- 
son at  prices  in  the  mid-90-cent  range. 
At  the  time,  it  was  received  wisdom  that 
utilities  just  don't  go  bankrupt.  The 
California  utility  bonds  slipped  to  the 
low  50s  before  the  state  government 
stepped  in. 

Will  the  future  bring  more  vul- 
tures? Certainly.  More  merchandise? 
Absolutely.  Better  merchandise? 
Unlikely.  F 
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Latin  American  Comeback 


Following  a  slow  year  for  emerging 
economies  could  outshine  the  U.S. 

BY  MEGAN  E.  MULLIGAN 

LATIN  STOCKS  ARE  LOOKING  PRETTY 
lively  these  days,  at  least  compared 
with  their  North  American  coun- 
terparts. The  MSCI  Emerging  Markets 
Latin  America  Index  is  up  10%  since  the 
beginning  of  2001  versus  the  S&P  500's 
1.5%  decline.  "Some  of  the  recovery 
you've  got  in  Latin  America  is  a  snap- 
back  from  bad  performances,"  cautions 
Geoffrey  Dennis,  Latin  American  equity 
strategist  at  Salomon  Smith  Barney.  But 
he's  still  a  bull  on  the  region.  Argentina 
is  finally  embarking  on  a  slow  recovery 
following  a  prolonged  recession,  he  says, 
and  Brazil's  economy  should  grow  4% 
this  year  and  Mexico's  3%. 

Mexico,  which  sends  85%  of  its  ex- 
ports to  the  U.  S.,  has  an  economy  that 
is  closely  tied  to  the  U.S.  But  a  growing 
local  economy  and  Mexico's  economic 
reform  could  help  it  weather  the  next 
U.S.  downturn  better  than  it  did  the 
last.  That  makes  telecommunications 
giant  Telefonos  de  Mexico  (Telmex), 
for  example,  look  reasonable.  The 
stock,  off  29%  from  its  recent  peak, 
trades  at  just  nine  times  2001  esti- 

A  Bet  on  the  Future  


markets,  some  Latin 
in  2001. 

mated  profits. 

T  e  1  m  e  x  '  s 
wireless  division, 
America  Movil, 
was  spun  off  in 
September  2000 
and  listed  in 
February  on  the 
New  York  Stock 
Exchange.  Telmex's 
chairman,  billionaire 
Carlos  Slim  Helu,  owns  a  sub- 
stantial percentage  of  Movil.  With  12 
million  subscribers  and  operations  in 
ten  countries,  Movil  ranks  among  the 
ten  largest  wireless  providers  in  the 
world.  For  the  12  months  ended  last 
September  it  had  revenues  of  $3  billion. 

With  a  market  value  of  $6.3  billion, 
Grupo  Televisa  is  Mexico's  largest 
media  company  and  one  of  the  biggest 
broadcasters  in  the  region.  Televisa  is 
also  trading  near  its  52-week  low,  giv- 
ing it  an  estimated  2001  P/E  of  24. 

The  table  below  lists  ten  Latin  Amer- 
ican stocks  with  market  values  over 
$300  million  that  trade  at  no  more  than 
28  times  expected  2001  profits.  In  con- 


Some  Latin  American  economies  are  expected  to  grow  at  a  faster  rate  than  the  U.S.' 


Company/industry 

Country 

Recent 
price 

Change 
from  52- 
week  high 

2001 
Estimated 
P/E 

Market 
value 
($mil) 

AmBev/beverages 

Brazil 

$24.95 

-13% 

NA 

$9,377 

America  Movii/wneiess  telecom 

Mexico 

17.92 

-23 

NA 

12.819 

Embratel  Participacoes/telecom 

Brazil 

12.95 

-58 

11 

4,255 

Grupo  Televisa/broadcasting 

Mexico 

41.52 

-50 

24 

6.263 

IRSA/real  estate 

Argentina 

17.00 

-47 

12 

360 

Lan  Chile/airline 

Chile 

8.15 

-12 

7 

520 

Telefonica  de  Argentina/telecom 

Argentina 

27.21 

-42 

11 

5,750 

Telefonos  de  Mexico  Telmex/telecom 

Mexico 

34.10 

-29 

9 

17,768 

Telemig  Celular  Participacoes/wireless  telecom 

Brazil 

60.50 

-44 

28 

1,000 

Unibanco-Uniao  de  Banco/banking 

Brazil 

25.75 

-26 

8 

3,015 

Prices  as  of  Mar.  8.  NA:  Not  available.  Sources:  Bloomberg  Financial  Markets:  Marker  Guide 
and  Thomson/IBES  International  via  FactSet  Research  Systems. 

trast,  the  estimated  2001  P/Es  for  the  S 
500  and  the  Morgan  Stanley  EAFE  in< 
of  international  stocks  are  23  and 
respectively. 

The  expansion  of  wireless  teleca 
munications  in  Brazil  is  creating  ( 
portunities  for  several  local  compani 
Telemig  Celular,  a  spinoff  from  Tf 
bras,  is  expected  to  report  a  net  of  $11 
a  share  for  2000.  The  analysts  telll 
that  earnings  for  2001  should  rise  8i 
over  last  year's  level.  Telemig  trade: 
28  times  estimated  2001  earnings. 

Don't  buy  in  Latin  America  infl 
criminately.  Colombia  is  mired  ii 
growing  war  against  rebel  factia 
Venezuela  is  suffering  from  the  chad 
populism  of  Hugo  Chavez. 

If  you  are  not  buying  for  the  1(1 
term,  maintain  some  liquidity  by  buy 
a  fund.  Among  closed-ends,  La 
America  Equity  Fund  and  Latin  Ami 
can  Discovery  Fund  look  cheap;  t| 
both  trade  on  the  New  York  Stock 
change  at  discounts  at  least  ten  tir 
their  annual  expense  ratios.  Amc 
open-end  funds,  Scudder  Latin  Amei 
Fund  is  an  attractive  no-load  that  has 
turned  8%  (annualized)  over  the  J 
five  years,  net  of  its  1.96%  annual 
pense  ratio.  For  comparison,  the  M 
gan  Stanley  Latin  America  index  has 
eraged  8.1%  over  that  period. 


"ft) 


For  a  list  of  Latin  American  funds  that  invest  in  at  least  three  countries,  go  to  www.forbes.com/latinfunds  or  use 
your  :CucCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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STREE TWALK E  R 


Reconnecting 

A  TECH  STOCK  DOWN  80%  IS  NOTHING  UNUSUAL  THESE 
days.  But  when  that  stock  is  Lucent  Technologies  the  80% 
represents  $183  billion  in  lost  value  and  4.6  million  impov- 
erished investors. 
$100  The  problem  at  Lucent  (NYSE:  LU)  began  with 

a  quarterly  earnings  warning  in 
Lucent's  stock  price  December  1999.  More 

warnings  fol- 


oi  c 


3/5/99 


12/31/99 


lowed — the  December  2000  quarter  was  in  the  red.  Luc  . 
has  suffered  the  ouster  of  chief  executive  Richard  McGinn,  , 
SEC  investigation,  a  debt-rating  cut  to  one  notch  above  jui 
a  battle  to  raise  turnaround  capital,  then  the  revelation  t 
a  recently  deceased  personnel  chief  was  a  convicted  feloi 
Max  Schuetz,  who  covers  Lucent  for  Thomas  Weisel  Pi 
ners,  says  the  company — whose  market  cap  is  one  times  r 
enues — is  a  cheap  way  to  play  this  sector.  Value  fund 
T.  Rowe  Price  have  positions  in  Lucent. 

Henry  Schacht,  who  has  returned  to  the  top  job  as  a  i  DEi 
cuer,  managed  to  secure  $6.5  billion  in  new  bank  loans 
month,  albeit  at  steep  rates.  "The  most  important  thing  i 
turnaround  is  securing  cash,  and  we've  secured  it,"  Scha 
says.  "The  plan  now  is  for  sequential  improvement  quai 
to  quarter.  The  plan  is  on  track." 

The  market  is  not  very  open  now  to  stock  offerir  : 
But  Lucent  still  intends  to  sell  shares  in  its  optical  pi 
and  chip  operation,  Agere,  in  a  spinoff  that  would  i 
load  $5  billion,  or  62%,  of  Lucent's  onerous  be  bi 
debt.  The  remaining  Lucent  would  be  a  $20  1 
ion  industry  giant,  backed  by  Bell  Labs,  i 
one  of  only  a  few  firms  able  to  help  carr: 
design,  roll  out  and  maintain  entire  r 
works.  Lucent  estimates  phone  compar 
will  spend  $1  trillion  in  capital  proje 
in  the  next  three  years.  At  $11.75, 
3/2/2001       cent  shares  are  cheap. — Neil  Weinl 


Computer  Crash 

THE  CORPORATE  TECH  SPENDING 
slowdown  threatens  the  revenue  stream 
of  Computer  Sciences,  the  information- 
technologies  consultant.  Meanwhile,  an 
ever  greater  chunk  of  its  $10  billion  in  sales 
is  going  uncollected.  Accounts  receivable 
have  shot  up  29%  since  last  March. 

Computer  Sciences  (Nasdaq:  CSC) 
has  lost  some  huge  consulting  con- 
tracts— like  the  $6.9  billion  eight-year 
deal  with  the  Navy-Marine  Corps — to 
competitor  Electronic  Data  Systems. 
And  investors  were  jolted  when  the 
company  belatedly  disclosed  the  full 
impact  of  acquiring  software  maker 
Mynd.  It  paid  $573  million  in  cash  for 
Mynd  in  December,  but  in  February  re- 
vealed that  it  was  assuming  $243  mil- 
lion in  Mynd  debt,  too. 

The  stock,  at  $55,  is  down  $20  since 
December  and  is  at  half  its  52-week  high 
since  May.  At  21  times  trailing  earnings, 


it  has  more  to  fall.  Short  it  and  cover  at 
$45.  — Christopher  Helman 

Temping  Time 

A  STAFFING-COMPANY  STOCK  IN  THE 
midst  of  an  employment  downturn? 
Well,  yes,  if  it  supplies  lab  workers  for 
noncyclical  industries  like  health  care, 
food  products  and  pharmaceuticals. 
On  Assignment  also  boasts  34  straight 
quarters  of  matching  or  exceeding 
earnings  forecasts  and  also  holds  the 
distinction  of  eight  straight  appear- 
ances on  the  Forbes  200  Best  Small 
Companies  list. 

On  Assignment's  (Nasdaq:  ASGN) 
shares  took  a  hit  when  founder  H.  Tom 
Buelter,  60,  announced  in  February  he 
would  step  down  as  chief  executive  and 
remain  as  chairman  for  only  a  year. 
Credit  Suisse  First  Boston's  Adam 
Waldo  says  not  to  worry:  The  $195  mil- 
lion (revenues)  company  is  in  solid 


shape,  with  $66  million  in  cash  an 
25%  jump  in  2000  net  income. 

At  $22,  On  Assignment  trades  at 
trailing  earnings.  Waldo  says  in 
staffing  area  only  Heidrick  &  Struggli 
more  predictably  profitable,  but  it  h 
higher  multiple,  37.  —Tim  W.  Fergu 

Teen  Togs 

WET  SEAL,  A  MALL  RETAILER 
casual  clothes  for  teen  girls,  took  a  wr 
turn  in  1999  when  it  hurriedly  bou 
up  dozens  of  existing  stores  and  slap 
On  the  name  Arden  B.  to  sell  dressy  d 
to  professional  women.  The  lack  of  fc 
helped  slice  earnings  by  45%. 

Yet  Dennis  Van  Zelfden,  a  Rot 
son-Humphrey  analyst,  says  Wet 
(Nasdaq:  WTSLA)  has  begun  a  solid  :. 
covery  under  new  management.  Be 
fashion  decisions  have  led  to  five  c 
secutive  monthly  increases  in  sai  i|) 
store  sales,  capped  by  a  23%  hik 


CI 
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iary.  He  believes  teens'  clothes  con- 
usness  will  forestall  any  sales  slow- 
n  linked  to  the  economy  at  large, 
earnings  have  recovered,  up  37% 
*»■  1999,  and  at  $25.50,  shares  trade 
P/E  of  16.  — Ian  Zack 


thai 


ired  World 


RTER  COMMUNICATIONS  IS  THE 
ibone  of  billionaire  Paul  Allen's  vi- 
of  a  wired  world.  It's  also  the  top 
of  cable  analyst  Gary  Farber  at 
!"3  Cowen.  Farber  likes  the  recent  $1.8 
m  deal  by  Charter  (Nasdaq:  CHTR) 
■ijuy  a  bunch  of  cable  assets  from 
r.  The  deal  adds  customers  to 
rter  systems  in  the  St.  Louis  area, 
ida  and  Alabama. 


f 


er  sees  bright  digital  future. 


Ii|  y  year's  end  Charter  should  have  the 
■Pi  ;st  penetration  rate  for  digital  TV: 
of  7  million  subscribers.  This  allows 
ter  to  offer  such  lucrative  services  as 

>  on  demand.  Charter — like  others 
:  cable  industry — is  still  in  the  build- 

>  hase  and  not  yet  profitable, 
fc  Charter's  enterprise  value  (debt 
■quity  minus  cash)  is  reasonable  at 
ines  operating  earnings  (net  before 
ijeciation,  interest  and  taxes).  It  is 
•)er  than  rivals  like  Comcast,  whose 

—C.H. 


(prise  multiple  is  20. 


Well 

Ml:  jasf  Streetwalkers  at  www.forbes.com/ 
valker  or  use  your  :CueCat  device  on  the 
'  He  below  to  take  you  there  instantly. 
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MARKETS  and  FORECASTS 


THE  OVERALL  MARKET 


— Barra  AII-U.S.  Index  of  10,000  stocks 
— 200-day  moving  average 

Market  value:  $14.4  trillion 
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Sources:  Barra  Inc.;  Bloomberg  Financial  Markets. 
'93  94  '95  '96 


2-week  performance 
as  of  3/9/01 
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INTEREST  RATES 


Estimates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
Bridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  Mar.  9. 

ACTUAL   2001  ESTIMATE 


2000 

Latest 

Mean 

4-wk  chg 

30-year  Treasury  yield  (%) 

5.48 

5.32 

5.53 

-0.5 

3-month  Treasury  yield  (%) 

5.9D 

4.71 

4.89 

-2.4 

Federal  funds  watch 

Last  action:  Jan.  31,  2001,  -50  basis  points.  Current  rate:  5.5%. 
Next  Federal  Reserve  meetings:  Mar.  20  and  May  15,  2001. 


SPECIAL  STOCK  FOCUS 


These  medium-size  companies  trade 
below  $10  a  share,  a  price  that  usually 
scares  off  professional  money  managers. 
Despite  their  depressed  valuations,  all 
these  companies  made  money  over  the 
past  12  months  and  are  expected  to  be 
profitable  this  year.  As  a  group,  these 
stocks  sell  for  an  average  of  12  times  their 
2001  consensus  earnings  estimates. 


Rod  Smyth,  chief  investment  strategist 
at  First  Union  Securities,  thinks  the 
Nasdaq  Composite  index  is  oversold  and 
ready  to  recover  somewhat.  He  sees  the 
index  trading  around  2800  by  the 
second  half  of  the  year. 


FORECASTING  GLOBAL  MARKE 


Year 


EPS  change  Expec 
Estimated      versus  year-to 
P/E      3  months  ago  EPSgrt 


S&P  500 


2001 


22 


-8.0% 


19 


2002 

MSCI  World-ex  U.S.4 

2001 


-1.3 


16 


20 


-1.4 


12 


2002 


18 


-1.4 


13 


I  EES  estimate  increases/decreases 
 2001 

0.33 


tssh 

2d 


S&P  500 


MSCI  World-ex  U.S.' 


0.71 


Rising  estimates 

Colombia 

Pakistan 

Peru 

Slovenia 

Venezuela 


Falling  estimates 


Hungary 

Korea 

Philippines 

Slovakia 

Taiwan 


Source:  Thomson  Financial/IBES. 
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Index 
Value 


Recent     4  wks 


37.7 


imp! 


Companies 


328 


Valuations 


Stock  price/sales 


Market  value  (Sbil) 


$333 


Sales/employee  ($thou)  $188 


SI 


12-month  sales  growth  139% 


13 


2001  estimates 
Sales  total  (Sbil) 


$100.96 


$7 


Stock  price/sales 


P/E 


46 


Sources:  Forbes;  Market  Guide  and  Thomson 
Financial/IBES  via  FactSet  Research  Systems. 


Recent 

20017 

Company 

price 

EPS  P/E 

Airgas  $9.70 

$0.60  16 

Griffon 

7.76 

0.85  9 

Ikon  Office  Solutions 

5.53 

0.57  10 

Office  Depot 

9.24 

0.77  12 

Playtnx  Products 

9.67 

0.62  16 

RPM 

9.49 

0.79  12 

Stride  Rite 

7.85 

0.65  12 

WHAT  THE  FUNDS  ARE  BUYING  AND  SELLING 


Buying 


Selling 


Price 


EPS8 


Bowne &  Co 


$11.05  $0.99 


Charter  Communications 


23.13 


-3.68 


Hibbett  Sporting  Goods 


24.44 


1.99 


NexfCard 


8.94 


-0.76 


Tyson  Foods 


12.60 


0.56 


Price 


Advanced  Marketing  Svcs    $21.25  $1 


MasTec 


14.39 


MedQuist 


21.00 


MKS  Instruments 


20.06 


RCN 


7.16  -12 


'Estimate. 

Sources:  Thomson  Financial/IBES  and  Interactive  Data 
Corp.  via  FactSet  Research  Systems;  IBES  Express. 


8Year  2001  estimate.  Source:  ldayo.com. 

'The  Barra  All-US  price  index  consists  of  aM  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  availa 
ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  Total  return 
than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  3Total  return  of  more  than  301 
capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  4AI 
denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  'Capital, 
weighted  index  of  all  U.S. -based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and  software  com 
Base  value  12/31/98  =  100.  Index  ratios  and  growth  rates  are  medians. 6  Now  includes  2001  sales  estimate  for  AOL  Time ' 


See  www.forbes.com  for  updates  on  many  of  these  items,  quotes  on  over  9,000  securities  and  stock  and  mutual  fund 
reports.  Or  use  your  -.CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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PRBES/BRIPGE  CONSENSUS  ECPNQMIC  FORECAST 


jie  U.S.  Economy 


ipacity  utilization  (%) 


lation 

■I  services  (unadjusted )  (%  chg) 


/fabl  W  Texas  Intermediate  ($) 


itomobile  sales1  (mil) 


w  housing  starts2  (thou) 


tail  sales3  ($bil) 


ade  balance4  ($bil) 


lemployment  rate5  (%) 


oss  domestic  product  (%  chg) 


•I  total  (unadjusted )  (%  chg) 


ices 


IB-Bridge  spot  indexes 


Id  per  troy  ounce  ($) 


irrency 

rman  marks  per  dollar 


per  dollar 


liars  per  euro 


ACTUAL 


2000 


Latest 


17.8 


17.8*  jan 


80.7 


80.2  jan 


1,592  p      1,592*  p  jan 


2,425  p       2,436*  p  jan 


-370  p 


-370*  p  dec 


4.0 


4.2  feb 


5.0  p 


1.46  p4Q 


3.9 


4.5*  jan 


3.4 


3.7*  jan 


223.99 


227.63 


272.00  270.80 


26.83 


28.03 


2.08 


2.10 


114 


120 


0.94 


0.93 


2001  ESTIMATE 


Mean 


16.1 


4-wk  chg 

0.3% 


79.7 


-0.6 


1,533 


1.0 


2,419 


-0.8 


-407 


-2.5 


4.5 


2.1 


2.6 


-8.9 


3.2 


0.9 


2.9 


5.9 


226.01 


-0.8 


280.53 


-2.6 


26.21 


4.3 


2.10 


1.4 


117 


2.0 


0.96 


0.0 


ECONOMY  WATCH 


According  to  Instinet,  commodity  prices 
are  good  leading  indicators  for  interest 
rates.  Over  the  last  31  years  whenever  the 
Journal  of  Commerce-Economic  Re- 
search Institute  (JOC-ECRI)  index  of 
commodity  prices  fell  by  more  than  5% 
(year-over-year),  yields  on  ten-year 
Treasury  notes  declined  37  basis  points, 
on  average,  within  six  months.  The  JOC- 
ECRI  index  is  down  7.4%  versus  last 
March;  ten-year  notes  now  yield  4.89%. 


Sloseuo:  Commodity  orices 

JOC-ECRI  Index 

10% 

5 

0 

f  Year-over-year 
y          per  cent  change 

\  5 

^  -10 

1999  2000 

Data  as  of  Mar.  8.  Source:  Instinet  Research. 
www.lnstinetResearchWorks.com 


RHiNCS  SURPRISES 


rMine  reports  about  10%  of  the  stocks  in  the  biotechnology 
ustry  are  showing  positive  first-quarter  earnings  surprises. 
rMine's  quarterly  SmartEstimate  for  Myriad  Genetics  shows 
-cent-per-share  loss  versus  the  Thomson  Financial/IBES 
isensus  of  a  loss  of  9  cents  a  share.  On  the  downside,  many 
urities  brokerage  firms  are  expected  to  miss  their  estimates, 
dman  Sachs  Group  is  expected  to  fall  7  cents  a  share  short 
ts  consensus  estimate  of  $1.38  a  share. 


Price 


IBES     StarMine  Expected 
consensus   Smart-  report 
estimate7  Estimate7  date 


sitive  Expected  Surprises  or  Revisions 
;tate  $41.32 


$0.73      $0.75  4/20/01 


Forbes  Index:  Current:  319.5  2-wk  chg:  -0.3% 

MUTUAL  FUNP  SPECIAL  FOCUS  


Funds  that  mix  bonds  and  stocks  can,  sometimes,  provide  a  safe 
haven  during  volatile  markets.  The  balanced  funds  below  averaged 
a  three-month  total  return  of  4%  versus  a  6%  loss  for  the  S&P  500. 


URN9 

Assets 

Fund 

3yrs10 

1  yr 

3  mo 

($mil) 

American  Century  Strategic  Allocation 

8.1% 

3.2% 

1.9% 

$179 

Berwyn  Income 

1.7 

10.6 

6.4 

42 

Dreyfus  LifeTime  Income 

6.1 

5.8 

1.6 

21 

T  Rowc  Price  Personal  Strategic  Income 

6.9 

7.9 

2.2 

235 

Vanguard  Wellesley  Income 

8.3 

24.0 

5.9 

6.595 

'Through  3/8/01.  '"Annualized. 
Sources:  Upper  Inc.:  Morningstar. 


■-   lington  Resources 


51.01 


1.30 


1.41  4/20/01 


rgreen  Resources 


41.01 


0.68 


0.77 


5/4/01 


iad  Genetics 


45.58      -0.098  -0.068 


5/9/01 


IOC0 


36.12 


0.96 


1.03  4/20/01 


Satellite  Radio 


10.19      -1.14      -0.80  4/23/01 


ative  Expected  Surprises  or  Revisions 


rox 

33.33 

0.44" 

0.43s 

4/27/01 

reme  Networks 

18.81 

0.138 

0.11s 

4/19/01 

to 

dman  Sachs  Group 

87.00 

1.38 

1.31 

3/20/01 

- 

l-Tencor 

41.69 

0.52s 

0.51s 

4/13/01 

■ 

LI 

k  Place  Entertainment 

10.50 

0.12 

0.11 

5/2/01 

41 

irmacia 

51.19 

0.39 

0.38 

4/25/01 

as  of  Mar  9.  'Fiscal  first  quarter.  ^Fiscal  third  quarter.  Sources.  StarMine; 
son  Financial/IBES  and  Interactive  Data  Corp.  via  FactSet  Research  Systems. 


NOTEWORTHY  NEW  ISSUE  IN  REGISTRATION  

In  the  year's  largest  offering  to  date,  Agere  Systems  plans 
to  raise  $6.5  billion  in  an  IPO  scheduled  for  the  end  of 
March.  Currently  a  division  of  Lucent  Technologies, 
Agere  makes  semiconductors  and  optical  components  for 
networking,  wireless  and  Internet  applications.  Paul  Bard, 
analyst  at  Renaissance  Capital,  warns  that  Agere  faces  the 
problem  of  slowing  demand,  but  still  thinks  the  IPO  pre- 
sents an  opportunity:  "They've  reduced  the  terms  to 
bring  this  deal  to  the  market  at  a  more  reasonable  price." 
Based  on  its  expected  offering  price,  Agere  will  have  a 
price-to-sales  multiple  of  just  over  1.  Competitor  JDS 
Uniphase  trades  at  12  times  trailing  12-month  sales. 

•12  months,  p:  preliminary.  'Autos,  light  and  heavy  trucks,  includes  imports.  Source:  Ward's 
Automotive  Yearbook.  Total  single  and  multiple  family,  seasonally  unadjusted.  'Excluding  auto 
sales,  seasonally  adjusted.  "Total  goods  and  services,  seasonally  adjusted.  'Percent  of  civilian 
labor  force  "Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 
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Building 
The  All-Optical 
Network 


The  Coming  Tornado 


(SPECIAL  ADVERTISING  SECTION)- 


Welcome  To  The 
All-Optical  Network 

If  you  listen  to  the  hype  surrounding 
the  optical  industry,  the  all-optical  net- 
work is  the  pot  of  gold  at  the  end  of  a 
huge  technology  rainbow.  But  will  the 
all-optical  network  become  a  reality? 
This  is  an  excellent  question,  and 
because  optical  stocks  have  had  a  huge 
correction  in  the  last  couple  of  months, 
it's  even  more  interesting  now. 

That  is  why  we  are  writing  this  special  section.  There  are  many 
segments  that  make  up  the  all-optical  network  and  we  wanted 
to  explore  every  link  in  the  chain.  Will  we  see  mass  market 
development  or  just  niche  market  plays?  Will  there  be  a 
leading  indicator  for  the  coming  tidal  wave  of  innovation  and 
a  killer  app?  What  are  the  profiles  of  the  players  involved  and 
what  competitive  advantages  do  they  have? 

There  is  no  one  better  to  answer  these  questions  than  Paul 
Johnson,  senior  technology  analyst  at  Robertson  Stephens,  a 
noted  authority  on  networking  technologies  and  coauthor  of 
The  Gorilla  Game.  The  bottom  line  of  this  effort  is  to  answer 
a  fundamental  question:  Is  the  optical  industry  a  coming 
tornado  or  an  expensive  science  project? 

Read  on  and  enjoy! 

Best  regards, 

Karen  and  David  Hold 


Want  To  Learn  More 


Many  of  the  companies  appearing  in  t 
section  will  be  exhibiting  at  the  OFC  trade  show 
Anaheim,  Calif.,  March  19-22,  2001.  The  sh 
will  bring  together  service  providers,  equipmi 
manufacturers,  start-ups  and  customers  shaping  next-generatl 
optical  networks.  Visit  www.osa.org  for  more  information. 


BPC  is  presenting  a  special  edition  of  CEO  Live 
titled  Spotlight  on  Optical  Networking  airing 
March  2001  on  United  Airlines.  Companies  pro- 
filed include  Alcatel  USA,  Cielo  Communications 
and  OptiMight  Communications. 


CE 


The  T.V 
Show 
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Broadbanc 


TUNE  IN  AND  LISTEN  I 


AVA 


A  special  edition  of  BroadbandLIVE!,  tit] 
The  All-Optical  Network,  will  air 
American  Airlines  during  March  and  Ap 
2001.  Find  it  on  Music  &  More  Channe 
Business  and  Technology  Report. 
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QUARRY  TECHNOLOGIES 


www.  quarrytech.  com 

EXECUTIVES:  (L  to  R) 

Jean  Hammond,  Founder  & 
Chief  Strategy  Officer; 
Jamie  Bader,  CEO; 
Henry  Yeh,  VP  of  Engineering 

FOUNDED:  1998 

EMPLOYEES:  120 

MARKET  NICHE:  IP  Service 
Edge  Switching  Systems 

VISION:  Quarry  Technologies  is  enabling  network  service  providers 
to  offer  comprehensive  advanced  IP  services  on  demand,  capitalize 
on  new  revenue  opportunities  and  achieve  a  competitive  advantage 
in  today's  aggressive  business  climate. 

VALUE  PROPOSITION:  Quarry  Technologies'  complete  high- 
performance,  scalable  and  easy-to-manage  solution  -  the  iQ8000'~ 
IP  Service  Edge  Switch  and  iQSMS"  Service  Management  Suite  - 
combines  to  allow  service  providers  to  implement  custom  offerings, 
resulting  in  increased  profit  margins,  reduced  subscriber  churn  and 
minimal  impact  on  their  existing  network  architecture. 
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Optical  Solutions 

Filler  To  The  Home 


OPTICAL  SOLUTIONS  www.opticalsolutions.cor 

CHAIRMAN  &  CEO:  Darryl  Ponder 

FOUNDED:  October  1994 

EMPLOYEES:  250 

MARKET  NICHE:  Fiber  to  the  Home 

VISION:  Optical  Solutions  is  leading  tfi 
Fiber  to  the  Home  (FTTH)  revolution.  Unlit 
current  copper  and  coax  offerings,  fibj 
optics  is  the  only  technology  that  can  satis 
consumers'  bandwidth  demands  today  ai\ 
tomorrow.  Optical  Solutions'  first-in-indust 
product,  FiberPath™,  allows  service  providers  to  deliver  voice,  vide 
and  data  services  to  their  customers'  homes  with  a  direct  fiber-opi 
cable  connection. 

VALUE  PROPOSITION:  Optical  Solutions'  FiberPath  is 
complete  equipment,  networking  and  services  solution.  Wi\ 
FiberPath,  service  providers  gain  a  competitive  edge  and  ffl 
security  of  a  long-lasting  fiber-optic  network  -  all  at  a  cost  that's  c 
parity  with  existing  technologies.  FiberPath  delivers  unprecedenti 
speed  and  bandwidth  to  the  residential  market. 
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ANALYSIS:  A  Conversation 
With  Paul  Johnson 


Paul  Johnson 

Senior  Technology  Analyst 
Robertson  Stephens 


oadband  Publishing:  Paul,  as  you  are  no  doubt  aware, 
:  optical  networking  market  has  been  on  a  roller-coaster 
|e  over  the  past  six  months  or  so.  How  would  you 
iracterize  the  prospects  going  forward? 

ul  Johnson:  I  find  it  useful  to  think  about  the  optical 
rket  from  the  customers'  point  of  view,  and  ultimately 
end  user  is  you  and  me.  At  the  end  of  the  day  it  comes 
:k  to  the  reader  of  this  magazine,  and  if  you  are  a  reader 
*orbes,  odds  are  high  that  you  are  either  high  net  worth 
a  CEO. 

he  mass  market  there  seems  to  be  a  healthy  demand  for 
adband  access.  As  you  move  up  the  food  chain,  many 
Es  (small/medium-sized  enterprises)  need  broadband 
ess  just  to  survive,  and  of  course  so  do  larger  businesses. 

given  the  demand  for  broadband  access  that  ranges 
m  residential  up  to  large  enterprise,  this  appears  to 
lemble  the  dynamics  of  the  microprocessor  market  of 
mid-1980s  to  early  1990s.  As  Intel  created  more  pro- 
sing power,  we  would  upgrade  on  a  regular  basis  so 
g  as  the  price  was  correct;  and  it  appears  that  the 
Inand  for  broadband  access  is  at  that  same  inflection 
nt.  There  is  serious  pent-up  demand  for  broadband 
h  significant  price  elasticity  in  that  if  I  can  buy  more 


bandwidth  at  a  given  price  I  will  continue  to  upgrade. 

Ultimately  the  carriers  will  have  to  respond  to  that  demand 
if  they  are  going  to  grow  and  even  survive.  At  the  same 
time,  the  carriers  are  facing  increased  competition,  and  as 
traditional  services  become  commoditized,  the  siren  song  of 
new  broadband  services  becomes  more  seductive. 

BPC:  Will  the  demand  for  broadband  access  be  solved  with 
DSL  and  cable  modems,  or  will  we  take  fiber  directly  to  the 
home  or  building? 

PJ:  Fiber  is  possibly  the  first  communications  media  where 
its  value  over  time  goes  up;  consider  that  the  spectrum  of 
DSL  is  fixed,  so  as  usage  grows  and  contention  for  band- 
width increases,  the  value  of  incremental  applications 
diminishes  beyond  a  certain  point.  Same  with  cable  modems 
or  wireless;  they  all  are  limited  by  diminishing  returns.  As 
best  we  can  tell,  due  to  wavelength  division  multiplexing 
(WDM),  fiber  bandwidth  is  unlimited  by  human  standards. 

Despite  a  high  initial  cost  of  deployment,  the  value  per  conduit 
(of  fiber)  goes  up  over  time.  I  believe  this  may  be  the  equiva- 
lent of  Moore's  Law  for  the  optical  market.  The  economics 
of  fiber  resembles  that  of  a  semiconductor  plant:  where  the 

continued  on  page  4 
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Uliratoand  Fiber  ptics 


&TRABAND  FIBEROPTICS  www.ultra-band.com 

EXECUTIVE  TEAM:  (L  to  R) 

Terry  Markwardt,  VP  Mktg.  & 
Sales;  Sheryl  McCoy,  Dir.  Finance 
&  HR;  John  Keating,  VP  Bus.  Dev.; 
Dr.  Gary  Ball,  VP  Engineering; 
(Seated:)  Bill  Stensrud,  CEO; 
■  |  Or  Byoung  Yoon  Kim,  Founder 

FOUNDED:  May  1999 

EMPLOYEES:  110 

\\ARKET  NICHE:  Optical  Communications  Subsystems 

nSION:  Ultraband's  vision  is  to  create  and  become  the  dominant 
lioplier  of  dynamic  optical  signal  processors  (OSPs)  that  help 
mintain  optical  signal  integrity  through  the  elimination  or 
mnagement  of  optical  transmission  impairments. 

»\LUE  PROPOSITION:  Ultraband's  Dynamic  Gain  Equalizing 
nxessor  (DGEP)  incorporates  dynamic  filtering  of  optical  transmission 
Wnals,  which  eliminate  gain  ripples,  flatten  EDFA  gain  profiles  and 
hpw'de  automatic  gain  control,  allowing  for  efficient  use  of  EDFA 
\\ndwidth  and  decreasing  wavelength  provisioning  times. 
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OnFiber 

ONFIBER  COMMUNICATIONS  www.onfiber.com 

FOUNDERS:  (L  to  R) 

Michael  Guess,  EVP  Engineering 
&  Operations;  Steve  O'Fiara,  EVP 
Strategic  Alliances  &  Partnerships; 
Jagdeep  Singh,  Chairman  of  the 
Board;  Drew  Perkins,  CTO 

PRESIDENTS  CEO:  Bernie  Bianchino 

FOUNDED:  December  1999 

EMPLOYEES:  180+ 

MARKET  NICHE:  Facilities-based,  "last  mile"  fiber-optic  services 

VISION:  OnFiber  Communications  constructs  and  operates  fiber- 
optic local  access  networks  that  provide  communications  companies 
and  their  subscribers  with  unlimited  bandwidth,  unbeatable 
reliability  and  fast,  predictable  service  delivery. 

VALUE  PROPOSITION:  OnFiber's  network  helps  solve  the  "local 
bandwidth  bottleneck"  by  enabling  communications  providers  to 
offer  metropolitan  business  customers  a  suite  of  advanced  local 
access  services,  including  dedicated  SONET,  Gigabit  Ethernet  and 
Wavelength  services. 
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'  ONIX  MICROSYSTEMS 


microsystems 


www.onixmicrosystems.com 
PRESIDENT  &  CEO:  Steve  Panyko 

FOUNDER:  Dr.  Kam  Lau, 
Chairman  &  Cofounder 
FOUNDED:  October  1998 
EMPLOYEES:  130+ 

MARKET  NICHE:  Optical 
Communications 

VISION:  To  enable  the  next-generation 
transparent  optical  network  by  supplying 
»™™n^^^^^^^^™  scalable  optical  switching  engines. 

VALUE  PROPOSITION:  Onix  Microsystems  designs,  develops 
and  supplies  MEMS-based,  all-optical  switching  engines  for 
telecommunications  eguipment  suppliers.  Onix  manufactures 
highly  reliable  and  scalable  products  that  cover  the  entire 
spectrum  of  optical  switching  needs,  including  network 
protection  and  provisioning,  optical  add/drop  multiplexing 
and  optical  cross-connects. 


Y  

'  YAFO  NETWORKS 


/ yafo 

/NETWORKS 


www.yafonet.com 


FOUNDERS:  Henry  Yaffe, 
Chairman  &  CTO  (pictured); 
Frank  Moody,  VP  of  Engineering 

FOUNDED:  June  1999 

EMPLOYEES:  106 

MARKET  NICHE:  Optical  Networking 
Subsystems 

VISION:  Yafo  Networks  is  building  adaptive 
optical  networking  subsystems  to  enable  the 
move  to  next-generation,  high-speed  optical 
networks. 

VALUE  PROPOSITION:  The  YafolO  Polarization  Mode  Dispersion 
Compensator  automatically  and  adaptively  compensates  for  PMD, 
one  of  the  most  challenging  problems  facing  high-speed  SONET 
and  DWDM  networks  today.  Designed  for  installation  in  optical 
networking  gear,  the  YafolO  protects  the  reliability  and  integrity  of 
high-speed  optical  signals  and  greatly  improves  signal  length 
provisioning  times. 


n 


Kenetec 


www.kenetec.com 

CEO:  Kuldip  Bains 

FOUNDED:  December  1998 

EMPLOYEES:  80 

MARKET  NICHE:  MTU  Broadband 
Communications  Systems 

VISION  To  deliver  the  industry's  most 
comprehensive  broadband  communications 
platform,  based  upon  a  Services-oriented 
Building  Area  Network  (SBAN)  architecture, 
for  deploying  converged  multimedia  services  to  businesses  in 
multi-tenant  unit  (MTU)  facilities. 

VALUE  PROPOSITION:  Kenetec's  EdgeXpress"  product  family  is 
the  industry's  first  comprehensive  approach  for  deploying  SBANs 
within  MTU  facilities  EdgeXpress  supports  both  legacy  and 
packetized  voice  (VoIP  and  VoATM),  high-speed  Internet  access 
and  advanced  IP  services.  EdgeXpress  enables  Integrated 
Communications  Providers  to  rapidly,  cost-effectively  and  profitably 
deliver  high-performance  broadband  multimedia  services  on  a 
converged  network  infrastructure  to  businesses  within  MTUs. 


Paul  Johnson,  continued  from  page  3 


"I  would  be  willing  to  bet 
dollars  to  doughnuts  that  any 
pull  back  from  last  year's  investment 
levels  will  be  short  term. " 

fixed  costs  were  high  but  the  variable,  incremental  costil 
production  fall  rapidly.  This  could  be  an  explosive  busia 
model,  in  which  case  JDS  (Uniphase)  may  not  be  the  Intel 
this  space;  it  may  be  a  fiber-based  carrier  like  Level  3  instel 

But,  and  this  is  a  big  "but,"  the  structure  of  the  optics  I 
to  be  very  flexible,  it  can't  continue  to  be  based  on  SON 
(synchronous  optical  network)  because  that  technology 
too  structured  and  too  rigid  to  scale.  Since  m 
applications  will  be  IP-based,  the  ultimate  solution  she 
be  IP-over-optics. 

BPC:  Are  you  concerned  about  the  industry's  ability  [ 
scale  its  manufacturing  capacity  to  keep  up  with  demai 
The  state  of  optical  component  manufacturing  today 
been  described  as  not  automation,  but  "handomation,' 
even  "Chinamation." 


PJ:  Yes,  that  is  an  interesting  artifact  of  the  optics  indu 
today,  and  resembles  semiconductor  manufacturing  in 
1970s  where  everything  was  hand  manufactured.  But 
have  been  solving  manufacturing  problems  for  about  the 
150  years,  and  to  suggest  that  the  optical  market  will  be 
different  is  simply  wrong.  After  all,  silicon  manufacturing 
fundamentally  different  from  automobiles,  and  op 
manufacturing  is  different  from  silicon,  but  we  will  solve 
problem  as  well.  And  that  will  be  the  next  step,  to  take 
out  of  the  process.  The  good  news  is  that  a  lot  of  compa 
are  working  on  this  problem. 


BPC:  Some  people  think  that  investment  in  the  opt 
market  peaked  in  2000.  What  is  your  view? 
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PJ:  Private  investment  in  optical  was  at  a  record  high 
year,  and  it  is  likely  that  we  will  take  a  pause,  bees 
people  got  carried  away  on  valuations.  For  2001,  the  c 
number  of  investments  may  be  even  higher,  but  the  do 
value  per  investment  may  be  lower  because  those  valuati 
have  come  down.  But  if  optical  investing  peaked  in  2( 
clearly  it's  a  peak  on  an  upward  trend.  I  would  be  willin 
bet  dollars  to  doughnuts  that  any  pullback  from  last  ye 
investment  levels  will  be  short  term. 


BPC:  Will  the  market  prices  for  optical  start-up  compa 
be  able  to  recover? 

PJ:  They  will  when  they  start  seeing  accelerating  derm 
and  right  now  they  are  seeing  decelerating  demand.  In 
view,  this  means  that  many  of  the  smaller,  next-gen  pla 
just  have  not  penetrated  the  end  base.  There  are  not  eno 
customers  with  large  demand  to  drive  high  unit  volume 

BPC:  How  does  the  stock  market  perceive  the  optica!  mar 

continued  on  pai 


"fix 


in 


Mdv 

Hi 

lota 


{SPECIAL  ADVERTISING  SECTION^) 


j'lVACE  NETWORKS 


Vtorphing  Models  in  Telecom: 
inron  Welcomes  Broadband 
Commodity  Market 


We  use  technology  from 
arious  vendors,  and  their  ability  to 
tale  and  perform  appropriately  is 
ritical  to  our  strategy: 

Mike  Golden,  Chief  Technology  Officer,  Enron  Broadband  Services 

most  business  and  marketing  executives,  the  very  idea  of  managing 
Ktwork  with  unexpected  fluctuations  in  price,  supply  and  demand 
uld  give  someone  prematurely  gray  hair.  That  is,  unless  you  are  in 
arge  of  growing  the  communication  business  at  Enron  Broadband 
rvices.  In  the  topsy-turvy  world  of  telecommunications,  what 
pears  to  be  difficult  for  everybody  is  just  what  the  doctor  ordered 
Enron's  own  aggressive  expansion  plans. 

te  general  downturn  in  the  market  is  a  boon  for  us,"  explains 
ike  Golden,  chief  technology  officer  for  Enron  Broadband 
rvices,  Houston,  Tex.  "It  is  going  to  force  carriers  who  would 
lerwise  sit  on  excess  network  transport  assets  to  become 
ngry  enough  to  monetize  them,"  he  says. 

understand  what  he  means,  an  explanation  of  Enron's  business 
)del  is  in  order.  During  the  1990s,  the  company  made  its 
'tune  creating  markets  to  trade  natural  gas  and  electricity.  It 
panded  the  trading  concept  beyond  the  product  and  created  a 
irket  that  tracked  the  fluctuating  value  of  infrastructure  based 
how  it  was  used  -  a  pipeline  used  during  high-volume  periods 
worth  more  than  an  infrastructure  resource  that  lies  idle. 

nron  created  both  the  market  mechanisms  and  the  technical 
ivery  mechanisms  to  turn  natural  gas  and  electricity  into  highly 
uid  markets,"  says  Golden.  As  a  result,  the  company  is  now  the 
gest  buyer  and  seller  of  gas  and  electricity  in  North  America. 

artened  with  its  success  in  the  energy  markets,  Enron  is 
roducine  the  model  to  the  broadband  community. 

«c 

7e  believe  that  the  same  business  models  that  were  successful  in 
energy  field  can  be  applied  to  the  communications  field, 
M[  owing  a  commodity  market  for  the  exchange  of  bandwidth 
pacify  to  be  created  on  a  worldwide  basis,"  he  says.  If  it  works 
way  Enron  anticipates,  the  payoff  will  be  impressive. 

ron  generated  more  than  $40  billion  in  revenue  in  1999.  And 
t  figure  was  dwarfed  in  2000  -  revenues  for  the  year  were 
Dl  billion. 

indwidth  Demand 

'e  believe  that  bandwidth  trading  could  compare  with  the 
ume  and  dollar  levels  of  energy  trading.  That  is  because  of  the 
>rmous  pent-up  demand  for  capacity  that  exists  worldwide," 
Iden  says. 

:  combination  of  factors  is  contributing  to  demand  buildup. 

st,  there  are  the  lengthy  provisioning  procedures  -  it  can  take 
1  ^wriere  from  30  to  180  days  to  get  an  OC-3  or  OC-12  connection 
tailed  by  a  traditional  telecommunications  company.  And  the 
roduction  of  next-generation  services,  like  streaming  media 


and  videoconferencing,  require  much  more  than  the  current  "best 
effort"  Internet  standard  for  network  performance.  These  issues 
are  stressing  network  architectures  and  delivery  infrastructures. 

To  address  this  opportunity,  Enron  is  creating  a  pooling  point 
network,  or  switching  platform,  that  connects  the  end  points  of 
various  carriers'  networks  throughout  the  world.  It  is  also 
developing  technology  that  will  make  it  possible  to  route 
bandwidth  to  those  who  need  it  on  demand.  Having  the  right 
kinds  of  networking  equipment  will  be  crucial. 

"We  use  technology  from  various  vendors,  and  their  ability  to 
scale  and  perform  appropriately  is  critical  to  our  strategy.  There 
are  two  classes  of  vendors  in  the  marketplace.  The  big  guys  who 
are  multibillion  dollar  companies  in  their  own  right  -  we  do  and 
will  continue  to  buy  technology  from  those  folks.  But  then  there 
is  an  enormous  array  of  start-up  companies  that  are  dramatically 
improving  technology  in  the  optical  space,"  explains  Golden. 

"Vivace  is  one  of  those  companies.  One  of  the  things  we  love 
about  them  is  that  they  keep  the  big  guys  honest.  And  they  keep 
us  honest  too,  because  they  keep  us  from  falling  into  a  lull  about 
the  state  of  technology.' 


Ken  Koenig,  Chairman  of  the  Board, 
\CE O  &  President,  Vivace  Networks 

Vivace  Networks,  San  Jose,  Calif.,  is  developing  a 
family  of  IP  Service  Creation  Platforms  that  will 
enable  next-generation  service  providers  like  Enron 
to  deliver  revenue-generating  services  over  their 
I  high-speed  networks. 

New  service  providers  need  to  combine  traditional  quality  of  service 
and  security  with  the  scalability  and  flexibility  of  pure  IP  networks.  In 
addition,  they  must  do  this  in  a  cost-effective  manner  to  maintain 
profit  margins.  Vivace  is  pioneering  the  use  of  a  new  technology  known 
as  Multi-Protocol  Label  Switching,  with  a  family  of  MPLS-based 
switches  for  optical  networks  that  scale  from  1 0  Gbps  up  to  2.5  terabits 
per  second,  as  the  enabling  technology  of  these  new  networks. 

According  to  Mike  Kazban,  vice  president  of  marketing,  Vivace  is 
"committed  to  enabling  service  providers  to  create  and  deploy 
services  on  their  networks  so  they  can  differentiate  themselves  in  the 
face  of  competition. " 


For  more  information  on  Vivace, 
visit  www.vivacenetworks.com. 
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LIGHTCHIP 

Meeting  Demand 
for  Rapid  Metro 
Fiber  Development 

As  fiber-optic  networks  expand  rapidly  from  the  long  haul  to  the 
metropolitan  area,  carriers  face  faster  provisioning  times  and  the 
need  to  move  bandwidth  more  efficiently.  Lightchip,  Inc.,  Salem, 
New  Hampshire,  was  formed  to  provide  optical  network  solutions 
that  manage  and  monitor  wavelengths  for  carriers  struggling  to 
meet  bandwidth  demands. 

"Carriers  can't  run  a  network  they  can't  control,  and  they  can't 
control  a  network  they  can't  measure,"  says  Bill  Peck,  president  and 
CEO  of  Lightchip. 

Lightchip  provides  technology  suitable  for  the  more  complex  star  and 
mesh  topologies  that  characterize  metropolitan-area  optical  networks. 

In  the  metro  area,  the  network  is  more  than  fast,  dumb  pipes.  To  work 
efficiently,  a  telco  should  be  able  to  pre-deploy  capacity,  turn  it  up  on 
short  notice,  and  be  assured  that  its  optics  are  working  correctly  and 
efficiently.  The  market  for  metro-optical  market  applications  is  esti- 
mated to  be  worth  five  to  10  times  the  value  of  the  long-haul  market. 

Peck  notes  that  by  applying  classical  optics  to  DWDM  (dense 
wavelength  division  multiplexing)  technology,  the  company  is  able 
to  provide  simpler,  and  therefore  more  reliable,  optical  solutions. 
DWDM  provides  the  ability  to  increase  the  number  of  channels,  or 
wavelengths,  a  single  fiber  can  carry. 

PHOTONEX 


Lightchip  is  provid 
ANTEC  Netwc 
Technologies,  a  lead 
supplier  of  video/broadb 
transmission  equipmi 
with  customized  subsyst 
for  inclusion  in  ANTI 
TransPlex  system.  * 
Lightchip  technology  is  superior  to  anything  else  we  have  see 
the  industry,"  explains  Bryant  Isaacs,  president  of  AN1 
Network  Technologies. 

"A  key  advantage  is  their  low  insertion  loss  that  is  uniform  ac 
the  channels.  Other  optical  technologies  require  a  separate  filter 
every  wavelength,  which  increases  the  number  of  compone 
Their  product  is  passive,  like  passing  light  through  a  prism,  s 
does  not  require  power  for  the  optical  functions.  We  expect  it 

provide  much  better  reliability  due  to  this   

simplicity,"  Isaacs  adds. 


Lightchip 


Lightchip,  Salem,  N.H.,  is  a  new  entrant  in  the  rapidly  develops 
field  of  optical  traffic  management.  Its  VersaLight  family  includes 
Optical  Performance  Monitor/Manager,  an  Optical  Waveleng 
Router  and  an  Optical  Add/Drop  Multiplexer. 

Lightchip's  solutions  allow  carriers  and  systems  integrators  to  deph 
DWDM  (dense  wavelength  division  multiplexing)  technology  and 
monitor  the  power,  wavelength  and  signal-to-noise  ratio  of  ea> 
frequency  on  a  fiber.  This  gives  the  carrier  better  control  of  its  netwo 
and  cuts  lifecycle  costs. 


For  more  information  on  Lightchip, 
visit  www.lightchip.com. 
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Photonic  Solutions  Beam  Data  Faster 
and  Farther  Than  Ever  Before 


The  growth  is  undeniable.  Analysts  at  RHK  are  projecting  network 
traffic  in  coming  years  on  the  order  of  500  to  1,000  times  today's 
levels.  Current  optical  systems  were  not  designed  to  meet  the 
unpredictable  demand  for  bandwidth  that  will  be  several  orders  of 
magnitude  greater  than  today. 

PhotonEx  Corporation  of  Bedford,  Mass.,  founded  by  leading 
scientists  from  MIT's  Lincoln  Lab,  is  well  positioned  to  provide 
the  type  of  "smart"  photonic  systems  carriers  will  need  to  meet 
these  challenges. 

Several  years  ago,  MIT  researchers  were  achieving  data  rates  over 
unprecedented  distances  that  were  many  times  greater  than 
commercial  solutions.  PhotonEx  is  leveraging  these  laboratory 
breakthroughs  that  enable  networks  to  go  faster  and  farther  and 
with  greater  flexibility  than  ever  before.  No  longer  will 
network  operators  have  to  choose  between  the  usual  trade-off  of 
capacity  for  distance,  or  flexibility  for  performance. 

"Our  solutions  are  aimed  at  core  backbone  networks  on  a 
national  and  global  scale,"  says  Dr.  Kristin  Rauschenbach, 
PhotonEx  cofounder  and  CEO.  "Solutions  for  that  kind  of 
network  have  to  go  faster  and  farther,  which  means  that  the  optics 
are  harder  and  more  challenging  to  produce." 

The  current  deployable  speed  for  core  optical  transmission  is 
10  gigabits  per  second.  PhotonEx  will  deliver  equipment  that 
transmits  data  at  speeds  starting  at  40  gigabits  per  second. 


The  company's  systems  will  also  scale  efficiently  over  hundi 
and  thousands  of  kilometers  without  the  need  for  expem 
signal  regeneration. 

"PhotonEx  solutions  will  start  at  40  Gbps,  four  times  faster  t  : 
anything  available  today.  In  addition,  we  like  to  emphasize  that 
systems  are  designed  to  begin  at  40  Gbps  and  will  go  much  high 
Rauschenbach  adds. 


Carriers  also  need  intelligent  bandwidth  management,  and  Photoi 
is  developing  a  service-aware  software  architecture  that  will  en; 
dynamic  provisioning  of  services  over  optical  networks.  This  cor 
nation  of  unprecedented  speed,  reach  and  service  flexibility 
allow  service  providers  to  thrive  in  the  ^ — 
unpredictable  markets  of  tomorrow. 


PHOTONEX 


At  MIT's  famed  Lincoln  Lab,  PhotonEx  CEO,  Dr.  Krist 
Rauschenbach,  achieved  optical  data  throughput  of  10  Gbps  ov 
10,000  kilometers  at  a  time  when  sending  signals  500  km  witho 
regeneration  was  state-of-the-art.  Her  colleague  Dr.  Katherme  Ha 
now  CTO  of  PhotonEx,  set  the  world's  record  (which  still  hold 
for  the  fastest  logic  in  a  100  Gbps  all-optical  LAN.  Dr.  Rauschenbac 
also  collaborated  with  cofounder  Dr.  Nanying  Yin  on  the  M 
On-Ramp  project,  which  sought  the  most  effective  way  to  marry 
technology  with  fiber  optics.  Dr.  Yin  is  now  PhotonEx  executive  wo 
president  of  product  development. 


For  more  information  on  PhotonEx, 
visit  www.photonex.com. 
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HE  IRIS  GROUP 


lie  Iris  Group:  The  Four-in-One  Optical  Solution 


<o  Ve  invented  a  new  business  model, 
i»  ?e  that  could  move  at  the  pace  of 
!  start-up,  but  at  the  same  time  produce 
^complete  end-to-end  solution." 

\  Michael  Zadikian,  Founder,  Chairman  of  the  Board,  Iris  Labs,  Inc. 

J  haps  the  biggest  challenge  associated  with  building  the 
^xt-generation  optical  network"  is  that  there  just  won't  be  a 

j/e  unified  infrastructure.  Communications  carriers  must  figure 
how  to  absorb  many  diverse  multilayer  networks  spread  over 

ce,  type  and  time. 

hnology  developers  must  integrate 
rete  local,  metropolitan  and  long-haul 
^  ironments  that  each  carry  their  own  design 
uirements.  And  they  will  have  to  accommodate 
vious  generations  of  technology  deployed  at 
:i  erent  stages  of  development. 


aproble 


em  that  intrigued  the  founders  of  a  year-old 
up  of  "co-start-ups"  operating  under  the  umbrella 
of  The  Iris  Group.  Founders  H.  Michael 
fl  ikian  and  Zareh  Bagdasharian  had  developed  a 

ork  architecture  that  harmonized  the  function- 
i  y  of  an  end-to-end  universal  optical  network. 


metropolitan-area  markets.  Products  will  range  from  customer- 
premises  equipment  to  network  access  and  aggregation  devices. 

•  Latus  Lightworks,  Inc.  is  focused  on  developing  long-haul 
optical  transport  systems  for  the  datacentric  carrier  customer. 
These  systems  are  being  designed  to  address  carriers'  growing 
demands  for  quick-provisioned,  managed  bandwidth. 

Each  member  has  its  own  management  team.  This  allows  each 
company  to  make  decisions  and  allocate  resources  as  it  sees  fit. 
"The  structure  also  ensures  that  all  four  are  working  toward 

the  same  technical  vision  of  a 
seamless,  ultra-scalable  network 
infrastructure,"  Szeto  says. 

Focus  on  Management 

A  key  focus  of  the  group  is  network 
management,  which  is  one  of  the 
weak  links  of  most  start-ups.  Even 
large  network  technology  suppliers 
have  problems  in  this  area,  because 
many  of  their  products  are  the  result 
of  acquisitions  and  were  not  designed  to 
work  together. 


identified  the  next  wave  in  optical 
working  (see  sidebar),  and  we  had  a  new 
inology  with  broad  applications,  but  that 
Id  not  fit  within  the  narrow  focus  of  a 
rt-up.  So  we  invented  a  new  business  model, 
that  could  move  at  the  pace  of  a  start-up, 
at  the  same  time  produce  a  complete  end- 
nd  solution,"  Zadikian  explains. 

ley  were  concerned  about  how  all  the 
es  of  this  network  architecture  puzzle 
Id  be  managed,"  says  Bill  Szeto, 
ider  and  vice  president  of  network 
-:  hnology  architecture  at  Iris  Labs. 

group  settled  on  a  strategy  that  resembled  the  incubator 
iel.  "We  decided  to  simultaneously  launch  four  different 
I'ipanies  -  each  committed  to  the  vision  as  expressed  in  our 
ivork  architecture,"  says  Szeto. 

Iris  Group  took  form  in  the  first  half  of  2000  as  a  business 
nee  of  cooperative  but  independent  start-ups  in  the  optical 
working  space. 

2  Members: 


"Our  products  are  designed  from  day  one  to 
work  together  -  even  Cisco  and  Nortel  can't 
make  that  claim,"  says  Metera's  vice  president 
of  product  planning,  Hamid  Rezaie. 

In  addition,  each  company's  products  can  be 
deployed  independently.  "We  will  work  together 
with  other  members  of  the  Iris  family,  but  we  are  not 
constrained  by  that.  We  will  inter-operate  with 
other  vendor  equipment  as  well,"  adds  Coree 
CEO  Dr.  Hyeon  Lee. 

As  for  the  future,  Zadikian  outlines 
his  long-term  vision:  "The  ideal  outcome  is 
that  all  the  companies  go  public  and  perhaps  decide  to  merge  with 
one  another.  Such  a  combined  company  with  the  fresh  blood  of  a 
start-up  would  be  a  powerful  force  in  the  industry." 


s  Labs,  Lie.  was  launched  as  the  central  unifying  entity  in  the 
Group,  developing  and  commercializing  key  intellectual 
)erty  for  its  sister  companies,  overseeing  the  development  of 
network  architecture  and  providing  network  management 
ware  to  link  all  network  elements  when  deployed. 

oree  Networks,  Inc.  was  founded  to  develop  packet-switching 
tions  for  the  network  core.  Its  technology  is  designed  to  achieve 
er-class  reliability  able  to  operate  365  days  a  year  without  a  hitch. 

etera  Networks,  Inc.'s  mission  is  to  design  and  deliver  the 
:  generation  of  intelligent,  datacentric  optical  systems  for 
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Michael  Zadikian,  Founder, 


Chairman  of  the  Board,  Iris  Labs,  Inc. 

The  Next  Optical  Wave 

"The  first  wave  in  the  optical  revolution  was 
commercial  deployment  of  DWDM.  The 
result:  more  bandwidth  was  available  without 
the  need  to  dig  up  the  ground  and  install  new 
fiber.  In  the  second  wave  of  optical  networking 
technology,  the  objective  was  to  manage  the 
bandwidth,  to  do  what  I  call  effective  "pipe"  management.  You 
can't  continue  to  multiply  the  number  of  optical  circuits.  The  result 
is  unmanageable.  The  Iris  Group  is  developing  new  ways  to  reduce 
the  number  of  pipes  and  to  be  smarter  in  how  we  manage  them. " 

LUfys      Coree  mETE^A= 


LIGHTWORKS 


NETWORKS 


N  E  T  W  O  R  I 


For  more  information  on  The  Iris  Group,  visit 
www. irislabs. com,  www. la tuslightworks.com, 
www,  coreenetworks.  com,  www,  metera.  com.  J 
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START-UP 
SNAPSHOTS 


MAPLE  OPTICAL  SYSTEMS  www.mapleoptical.com 

CEO:  Bill  loll 

FOUNDED:  February  2000 

EMPLOYEES:  150 

MARKET  NICHE:  IP  over  DWDM 

VISION:  To  be  a  market  leader  for  delivering 
MPLS/MPXS  (multiprotocol  label/lambda  switching) 
technology-based  solutions  for  routing,  switching 
and  traffic  engineering  required  for  the  next- 
generation  all-optical  Internet  infrastructure. 

VALUE  PROPOSITION:  Maple's  optical  networking  equipment  links 
the  routing  decisions  at  its  IP  layer  with  the  dynamic  reconfiguration 
capabilities  of  its  all-photonic  switching  layer.  The  Maple  equipment 
uses  MPkS  protocols  for  integrating  MPLS  paths  and  IP  routes  with 
optical  transport  resources.  Maple  equipment  enables  carriers  to 
create  a  network  of  secured  private  QoS-enabled  networks  at  layer  3, 
layer  2  or  lambda  levels 
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DigiLens 


DIGILENS  www.digilens.com 

FOUNDER:  Dr.  Jonathan  Waldern, 
President  &  CEO 
FOUNDED:  March  1997 
EMPLOYEES:  55 

MARKET  NICHE:  Next-generation  optical 
telecom  components 

VISION:  DigiLens'  products  provide  feature- 
rich,  integrated  optical  component  functionality 
in  miniaturized  low-cost  packaging.  The 
company  believes  its  technological  advantage  will  hasten  the 
deployment  of  an  all-optical  broadband  Internet,  which  will 
revolutionize  global  communications. 

VALUE  PROPOSITION:  DigiLens  is  developing  active  optical 
components  based  on  planar  lightwave  circuits  that  deliver  a 
combination  of  wavelength  selectivity,  optical  switching  and 
variable  light  attenuation  packaged  on  a  single  silica  chip.  The 
company  is  developing  an  8"  wafer  scale  process  that  combines 
its  rich  product  functionality 
with  high-yield  manufacturing. 


"I 


r 


f 


AERIE 


AERIE  NETWORKS 


www.aerienetworks.com 

FOUNDERS:  (L  to  R) 

Emilie  Kelly;  Mort  Aaronson, 
President  &  COO;  Peter 
Geddis,  CEO;  John  Dee; 
Michael  Kleeman  at  Aerie's 
network  groundbreaking, 
December  2000. 
(Not  pictured:  Tom  Wynne, 
Chairman;  Steve  Mykytyn) 

FOUNDED:  August  1999 

EMPLOYEES:  120 

MARKET  NICHE:  Next-generation  networks 

VISION:  To  build  the  infrastructure  for  the  application  economy 

VALUE  PROPOSITION:  Aerie  Networks,  the  first  company  to 
introduce  Mass  Produced  Bandwidth  and  User  Defined  Networks,  is 
building  the  largest-capacity,  lowest-cost  broadband  network  ever 
conceived.  Designed  for  432  Corning9  LEAF"  optical  fibers  spanning 
the  country.  A  platform  that  will  change  industry  economics 
forever.  And  host  an  infinite  number  of  new  users  and  applications. 
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Paul  Johnson,  continued  from  page  4 

PJ:  Very  intelligently,  I  believe.  Many  people  perceive  a  g 
market  opportunity.  There  are  questions  as  to  whether 
carriers  have  the  funds  to  invest  in  this  new  technology, 
many  people  are  coming  around  to  my  point  of  view,  wl 
is  that  going  forward  it  will  be  a  next-gen  play  because  Nc 
will  face  increasing  challenges,  which  will  make  it  hare 
continue  the  same  rate  of  growth.  The  big  "however 
when  will  the  $10  billion  that  went  to  Nortel  last  year  (w 
they  gained  50%  of  a  $20  billion  market)  begin  to  shif 
the  next-gen  players. 

When  it  does,  we  will  see  explosive  growth  from 
Sycamores  and  ONIs  of  the  world,  presuming  they  have flsiw 
right  products,  because  their  current  run  rates  are  so 
that  when  billions  of  optical  expenditures  begin  to  go  t 
way,  well,  Katie-bar-the-door,  these  next-gen  players 
start  to  grow  at  rates  in  excess  of  100%. 

BPC:  So  there  is  a  wave  of  innovation  going  on.  What 
the  critical  challenges? 

The  challenge  is  to  do  a  couple  of  important  things.  At1 
edge,  we  have  to  be  able  to  do  very  fast  service  deploym 
what  we  call  "service  velocity."  If  this  model  is  goin§ 
scale,  I  believe  we  will  need  a  Web-based  self-provisior 
model,  such  that  if  you  learn  about  a  new  application, 
can  go  to  the  Web  and  say,  "This  is  how  much  bandwid 
need  and  for  how  long,"  and  sign  up  for  the  new  applicat 

PJ:  This  edge  model  requires  not  just  a  fat  pipe  but  a  ] 
fast  and  flexible  provisioning  process  as  well,  which  i 
much  of  a  software  problem  as  it  is  a  bandwidth  probl 
But  it  does  require  the  optics  to  be  very  fast  and  flexi 
with  hooks  into  the  software  provisioning  systems. 

BPC:  What  are  the  challenges  in  the  network  core? 

PJ:  As  we  move  toward  the  network  core,  the  challenge  i 
reduce  the  transmission  cost  per  bit.  So  innovation  at 
component  subsystem  level  has  to  be  one  that  reduces 
in  the  core  or  one  that  speeds  time  to  revenue  at  the  edg« 

As  I  look  at  the  component  vendors,  the  question  is,  "^Q 
are  you  doing  to  reduce  the  cost  of  transporting  bits  fi 
city  to  city,  or  what  are  you  doing  to  increase  flexib 
and  decrease  provisioning  time  at  the  edge?"  The  challe 
is  about  much  more  than  saying,  "Our  filter  allows 
channels,"  or  some  such  thing.  It  is  a  good  thing 
reduces  cost.  That's  where  the  focus  should  be. 

BPC:  You  are  saying  that  there  has  to  be  a  sound  busii 
case  for  all  of  this  optical  innovation. 


PJ:  Jim  Crowe,  the  CEO  of  Level  3,  spoke  at  the  Robert 
Stephens  annual  conference.  He  said  that  it  comes  dowi 
three  key  metrics  that  reduce  cost  at  the  core:  One  is 
in  the  ultra-long  haul,  which  requires  longer  distai 
between  regeneration.  Another  is  channel  count,  wl 
requires  closer  spacing  between  the  channels,  and  the  tl 
is  speed  per  channel,  from  0(  -192  to  OC-768  and  beyc  * 

continued  on  pagi 
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YNX  PHOTONIC  NETWORKS 


Where  Will 
Service  Providers 
Lay  Their  Chips? 


Jmost  $3  billion  a  year:  that  is  how  much  service  providers  will 
jend  on  optical  networking  equipment  by  2004.  It's  a  threefold 
icrease  over  the  $934  million  shelled  out  in  2000.  according  to 
lalysts  from  Communications  Industry  Researchers. 

apid  advances  in  optical  subsystems  are  accelerating  the 
traduction  of  the  next-generation,  network-aware,  all-optical 
;;tworks.  That  said,  important  questions  remain.  Which  approach 
the  all-optical  network  will  the  industry  bet  on?  Will  carriers  opt 
|  completely  replace  existing  infrastructure,  or  will  they  look  for 
>lutions  that  build  on  technologies  already  in  place? 

Jce  any  business,  the  choices  service  providers  make  will  revolve 
ound  cost,  return  on  investment  and  performance.  But  according  to 
[ichael  Leigh,  president  and  cofounder  of  Lynx  Photonic  Networks, 
liability  is  the  most  important  factor  to  take  into  consideration. 

Reliability  is  the  highest  priority  for  service  providers,  even 
'ore  than  cost,  because  hundreds  of  thousands  of  sessions  go 
rough  optical  network  elements  at  any  one  time,"  says  Leigh, 
'hile  there's  been  lots  of  hype  about  technologies  like  micro- 
;ctromechanical  (MEMS)  switches  and  organic  fluid  bubble 
chnology,  Leigh  points  out  that  these  fascinating  technologies 
•  ive  yet  to  prove  their  mettle  in  an  industrial  strength  setting. 

CULAR  NETWORKS 


breaking  the 
tevenue  Bottleneck 

day,  local  service  providers  can  leverage  a  wealth  of  optical 
hnologies  to  create  cheap,  abundant  bandwidth  within  their  core 
$  pvorks.  But  turning  capacity  into  profits  is  more  challenging. 

e  Yankee  Group  estimates  that  North  American  communications 
piers  spent  nearly  $100  billion  on  wired  infrastructure  in  2000. 
t  revenues  have  not  kept  pace  with  investment,  and  so  carriers 
seeing  a  declining  rate  of  return  on  their  capital  expenditures. 

t  of  the  problem  is  that  the  dramatic  growth  of  carrier  backbone 
lidwidth  has  not  produced  an  equivalent  rise  in  service  revenue. 
:anwhile,  a  new  breed  of  service  providers  are  proposing  to  replace 
itional  Tl  services  with  LAN-like  gigabit  Ethernet  networks. 

:arly,  carriers  need  to  leverage  the  increase  in  raw  bandwidth  to 
ve  revenue-generating  services.  But  the  existing  infrastructure, 
based  on  a  voice-centric  technology  known  as 
SONET  (synchronous  optical 
network),  can't  keep  up 
with  exploding 
demand  for 
lucrative  Tl 
and  T3  services, 
and    is  poorly 
suited  for  dynamic  data 
deployment.  Consequently, 
carriers  can't  turn  up  services 
fast  enough  to  drive  profitability. 


"MEMS  has  moving  parts.  You've  got 
to  be  concerned  about  what  happens  to 
them  over  time,"  Leigh  explains.  "The 
same  holds  true  for  the  long-term  heating 
of  the  organic  fluid  needed  to  create 
the  bubbles  in  the  much-touted  bubble 
technology  switches,"  he  says. 

"Our  technology  is  more  reliable  because  it  is  based  on  planar  light- 
wave circuit  (PLC)  technology,  which  means  no  moving  parts.  The 
elegance  of  the  architecture  and  its  unique  features  reveal  a  level  of 
integration  previously  believed  unobtainable,"  states  Leigh.  "As  far 
as  competing  with  small  port  count  MEMS  switch  companies  and 
other  technologies,  such  as  holographic  switching,  we  believe  Lynx 
offers  the  first  and  only  currently  available  optical  switch  modules 
that  are  capable  of  switching  a  full  spectrum  of  wavelengths,  as 
well  as  individual  wavelengths,  in  millisecond 
switching  time  with  amazing  functionality. 


r 


LYNX 


Lynx  is  an  Intelligent  Optical  Network  (ION)  subsystems  company  with  its 
own  patented  optical  planar  waveguide  switching  technology.  Its  mission 
is  to  provide  telecommunications  systems  vendors  with  best-of -breed, 
prepackaged,  optical  technology  solutions  that  provide  time-to-market 
advantage.  The  Photon.XX  family  is  based  on  intelligent  all-optical  switch 
modules  with  network-iiware  millisecond  performance,  while  its 
Packet.XX  family  features  data-aware  nanosecond  performance.  The 
company  is  based  in  southern  California,  with  R&D  facilities  in  Israel. 
Investors  and  strategic  partners  include  Van  Wagoner  Capital  Management, 
ADC,  Enron  Broadband  Ventures,  Goldman  Sachs,  Walden,  Telesoft, 
HarbourVest  Partners,  Morgan  Stanley,  Solectron  and  Infineon  Ventures. 


For  more  information  on  Lynx, 
visit  www.LynxPN.com.  
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That  is  why  Ocular  Networks,  a  developer  of  optical  access 
solutions,  is  working  to  enable  carriers  to  unlock  the  tremendous 
revenue  potential  of  their  core  networks  for  both  traditional  and 
emerging  data  services. 

Speeding  Service  Velocity 

Ocular  Networks'  Optical  Service  Xchange  (OSX)  product  family 
offers  faster  deployment  and  better  profitability  for  existing 
services,  quicker  time-to-revenue  for  new  services,  and  lower  cost 
of  capital  and  operations. 

For  example,  with  its  unique  "single-switch"  architecture,  the  OSX 
family  can  support  both  traditional  SONET  as  well  as  next- 
generation  data  services  for  thousands  of  users,  from  a  single  platform. 
This  eliminates  the  need  for  additional  investment  in  multiple 
network  technologies,  while  enhancing  service  provider  flexibility. 

Thus,  Ocular  Networks  can  provide  carriers  with  the  best  of  all 
worlds:  a  network  that  accelerates  the  deployment  of  traditional 
SONET-based  services  while  enabling  rapid  rollout  of  new  IP  and 
gigabit  data  services. 


Ocular  Networks,  founded  in  1999,  is  located  in  Reston,  Va.,  in  the 
heart  of  the  D.C.  area  "optical  corridor. "  The  privately  held  company 
develops  high-density  optical  access  solutions  that  allow  local  service 
providers  to  transport  native  data/IP  traffic  and  legacy  TDM-based 
voice/data  connections  over  optical  network  interfaces  Ocular 
Networks'  product  family  includes  the  OSX  6000",  OSX  WOO  "  and 
Metrowatch  management  system. 


a 


For  more  information  on  Ocular, 
visit  www.ocularnetworks.com. 
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BRIGHTLINK  NETWORKS 

A  New  Tune  For 
SONET 

There's  a  battle  brewing  for  the  long-haul  public  switched  network. 
And  while  the  alphabet  soup  of  acronyms  that  make  up  the  networks 
may  seem  daunting,  there  are  serious  dollars  and  cents  at  stake. 

The  combatants  fall  into  two  camps:  on  one  side  are  the 
proponents  of  the  all-optical  network;  on  the  other  side  are  the 
defenders  of  the  synchronous  optical  network  (SONET)  who 
believe  this  tried-and-true  workhorse  still  has  plenty  of  band- 
width and  intelligence  to  offer. 

Among  those  working  on  next-generation  SONET  technology  is 
BrightLink  Networks,  which  has  developed  a  variation  on  the 
SONET  theme  based  on  a  new  architecture.  Traditional  large-scale 
telecommunication  switches  are  based  on  a  large  centralized  switch- 
ing fabric  architecture.  As  the  need  for  bigger  and  bigger  switches 
grows,  the  centralized  switch  fabric  becomes  the  limiting  factor. 

BrightLink  is  taking  a  different  approach  -  it  is  applying  the 
same  multiprocessor  ideas  to  switch  architectures  that  were 
applied  to  computing  architectures  in  the  late  '80s,  and  is 
expecting  the  same  results.  Today  virtually  every  supercomputer 
and  or  super-server  is  built  around  a  distributed  multiprocessor 
architecture.  Big  machines  based  on  a  centralized  single 
processor  are  extinct.  The  same  thing  is  likely  to  happen  with  big 
switches  over  the  next  few  years. 


-(SPECIAL  ADVERTISING  SECTIOn)- 


According  to  Gary  Law, 
vice  president  of 
marketing  for 
BrightLink,  "Our 
distributed  multi- 
processor architecture 
allows  carriers  to  smoothly 

scale  switching  capacity  as  they  need  it.  Unlike  competi 
solutions  based  on  traditional  switches  that  require  the  carrie 
purchase  a  large  centralized  switch  fabric  up  front,  the  Brightl 
switch  allows  carriers  to  buy  only  what  they  need  to  get  stai 
and  then  add  capacity  as  it  is  required." 

Law  also  notes  that  the  challenge  facing  carriers  is  keeping  up 
growth  of  Internet  traffic,  which  is  growing  at  1,000%  a 
BrightLink  can  provide  all  of  the  bandwidth  a  carrier  could 
need.  Starting  at  2.5  terabits,  BrightLink's 
technology  is  scalable  up  to  40  terabits, 


Bttm 
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Headquartered  in  Sunnyvale,  Calif.,  BrightLink  Networks  is  a  pioneer 
providing  optical  switching  technology  to  the  long-haul  l> 
market.  The  company  began  operation  in  1 998  and  now  has  over  2( 
employees  with  offices  in  California  and  Texas.  The  company 
privately  funded  and  has  secured  $78  million  through  three  rounds 
investment  Investors  include  The  Goldman  Sachs  Group,  Credit  Suis 
First  Boston,  Mitsui,  Comdisco,  Vision  Capital,  Draper  Fisher  Jurvetsc 
Menlo  Ventures,  The  Sprout  Group  and  Global  Crossing  Ventures. 


For  more  information  on  BrightLink, 
visit  www.brightlink.com. 
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NIAGARA  BROADBAND 


Box  Office  Broadband 

Think  "broadband  enterprise  networking"  and  what  comes  to  mind 
is  a  collage  of  corporate  America  in  technical  settings:  busy  call 
center  operators,  pocket-protected  technicians  and  casual  Friday 
knowledge  workers  poring  over  data-intensive  computer  screens 
to  divine  optimum  go-to-market  strategies  for  the  next  quarter. 

Actors  on  location,  grips  lugging  expensive  camera  gear  and 
directors  yelling,  "Cut  . . .  print  . . .  next  scene,  please,"  proba- 
bly do  not  make  it  to  the  mind's  eye. 

And  yet  it  turns  out  that  Hollywood  hosts  one  of  the  most 
sophisticated  broadband  metropolitan-area  infrastructures  in  the 
country.  The  entertainment  industry's  appetite  for  high-speed 
data  access  is  second  to  none  among  private  sector  users.  In  fact, 
studio  operators  have  been  the  early  adopters  of,  and  investors 
in,  every  major  communications  technology  development  since 
the  telegram  was  put  to  broad  commercial  use. 

The  First  VLEC 

"But  the  technology  and  business  press  have  largely  ignored 
communication  technology's  vital  impact  on  Hollywood's 
ability  to  deliver  its  product  profitably,"  says  Bill  Baker,  president 
and  CEO,  Niagara  Broadband,  the  industry's  first  VLEC  (video 
local  exchange  carrier)  serving  the  high-end  broadband  needs  of 


the  entertainment  industry.  "You  might  even  say  that  broadb 
is  tailor-made  for  the  needs  of  Hollywood.  Without  broadb; 
technology,  the  filmmaking  process  cannot  be  streamlined 
support  parallel  production  processes,  coordinated  pre-  and  p> 
production  work  flows,  collaborative  editing  and  remote  castin 

And  that,  says  Baker,  is  where  companies  like  Niagara  come 
"It  is  an  environment  in  which  VLECs  are  very  much  in  deman 
he  says.  And  if  you  extrapolate  this  type  of  application  ; 
apply  it  to  other  verticals  like  telemedicine,  advertising  j 
distance  learning,  true  collaborative  work  environments 
possible.  They  will  not  only  increase  productivity  but  H 
increase  the  bottom  line.   


NIAGARA 


Niagara  Broadband  will  help  transform  the  cumbersome  process 
transporting  film  produced  daily  to  editors,  producers  and  of' 
technicians  for  appraisal.  Instead  of  taking  several  days  to  si 
film  overnight  to  different  players  who  must  coordinate  their  wo 
and  decisions,  optical  networking  supports  a  viable  and  virt> 
collaborative  working  environment  that  can  cut  weeks  out  of  i 
moviemaking  process.  And,  as  they  say  in  Hollywood,  "Time  is  mone 


a For  more  information  on  Niagara  Broadband/] 
visit  www.niagarabroadband.net.  J 
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PIK  COMMUNICATIONS 


larrier's  Carrier  Solves  Metro  Access  Problems 


'A 

'  yVe  focus  on  development  of 
nd-to-end  solutions  for  our 
terrier  customers. " 

;  ohn  McClellan,  President,  EPIK  Communications 

1  wj» velers  know  the  easiest  part  of  a  trip  is  the  long  haul  to  a  distant 
y.  The  real  challenge  is  negotiating  the  twists  and  turns  from  the 
ival  terminal  to  some  downtown  location. 

e  same  is  true  for  voice  and  data  service.  While  many  companies 
er  long-haul  fiber  service  between  major  cities,  few  also  provide 
mectivity  into  downtown  business  districts. 

[jiJK  Communications  of  Orlando,  Fla.,  is  a  carrier's  carrier, 
™*!  Crating  mainly  in  the  Southeastern  United  States  and  in  major 
:  s  Jes  around  the  country.  EPIK's  goal  is  to  solve  the  access 
)blem  for  telcos  by  delivering  network  services  from  overseas 
within  the  U.S.  into  metropolitan  central  offices. 

".  fe  focus  on  development  of  end-to-end  solutions  for  our  carrier 
::j;tomers,"  McClellan  says.  Many  wholesale  carriers  offer  little  or 
support  to  bring  customers  into  a  particular  RBOC  (regional 
1  operating  company)  central  office  or  carrier-hotel  in  a  city, 
ere  may  be  a  dozen  or  more  places  the  service  provider  needs  to 
ch,  but  the  typical  wholesaler  does  not  provide  that  access. 

Icess:  Where  You  Want  It,  When  You  Want  It! 


:  i 


he  customer  must  go  to  the  local  Bell  company  or  hunt  around 
some  other  fiber  provider,"  McClellan  says.  This  typically 
Its  in  slow  provisioning  -  in  the  three-  to  six-month  range 
high-capacity  OC-48  metro  circuits  -  and  quality  of  service 
icerns.  EPIK's  network  is  designed  for  a  15-day  turnup  time  for 
net  circuits. 


JcE 


K  serves  telecommunications  carriers:  competitive  local  exchange 
riers,  Internet  service  providers,  wireless  companies  and  inter- 
ional  carriers  that  come  into  the  Southeast  on  submarine  cables. 
:hin  the  second  quarter  of  2001,  EPIK  will  have  1,850  long-haul 
r  miles  lit  in  the  southeastern  United  States.  In  addition,  it  has 
r  13,000  miles  of  dark  fiber  routes  under  contract  reaching  the 
rtheast,  Chicago,  Denver  and  the  West  Coast. 

•ida  East  Coast  Industries  (NYSE:  FLA,  FLA.b)  launched  EPIK  in 
y  1999  as  a  wholly  owned  subsidiary.  FECI  had  unique  railroad 
it-of-way  into  the  hearts  of  cities  along  the  east  coast  of  Florida, 
oartering  access  to  its  right-of-way,  FECI  obtained  valuable  fiber 
duit  throughout  Florida  as  well  as  dark  fiber  assets. 

1999  the  company  made  a  commitment  of  capital  to  EPIK. 
owing  a  recommendation  by  John  McClellan,  who  led  a  team 
n  the  Monitor  Company,  a  Boston-based  consulting  firm,  FECI 
J)BA)  l/ed  actively  into  the  telecommunications  business  as  a  carrier's 
FECI  formed  EPIK  and  recruited  McClellan  to  lead  the 
-   rt.  "We  have  successfully  recruited  a  team  that  represents  all 
ors  of  the  telecom  business  and  all  the  major  players  in  the 
'istry.  Building  the  right  team  is  critical  to  executing  a  business 
i  that  is  as  aggressive  as  ours,"  says  McClellan. 

ict,  EPIK  has  lit  1,500  route  miles  in  less  than  a  year  and  a  half 
already  has  a  $185  million  revenue  backlog.  This  is  significant 
mse  350  miles  of  right-of-way  have  been  parlayed  into  a  fiber 


footprint  that  will  cover  almost  all  of  the  major  cities  in  America 
with  less  capital  and  in  less  time  than  any  other  carrier. 

The  company's  future  will  be  based  on  its  resourcefulness, 
creativity,  reach  and  ability  to  provision  circuits  quickly.  To 
achieve  this,  EPIK  has  sought  out  the  latest  optical  networking 
technology,  utilizing  high-performance  solutions  from  Nortel 
Networks.  "Our  wholesale  focused  business  model  fits  well  with 
the  current  evolution  of  the  telecommunications  sector,"  says 
Benjamin  Finzi,  EPIK's  executive  vice 
president.  "This  provides  EPIK  with 


exciting  growth  opportunities." 
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John  McClellan,  President, 
EPIK  Communications 

Until  now,  North  America  had  just  four 
Internet  Network  Access  Points  (NAP),  none  in 
the  Southeast.  NAPs  are  the  physical  intercon- 
nection points  for  aggregating  global  Internet 
traffic.  All  Internet  traffic  from  Latin  America 
or  the  Southeastern  part  of  the  U.S.  had  to  be 
routed  through  the  NAP  in  the  Northeast. 

"EPIK  took  the  lead  in  bringing  carriers  together  to  agree  on  a  location 
for  a  NAP  in  the  Southeast, "  says  Benjamin  Finzi,  EPIK's  executive 
vice  president.  With  the  support  of  Florida  Governor  Jeb  Bush,  85 
carriers  agreed  to  make  Miami  the  fifth  North  American  NAP. 

Not  only  does  this  improve  EPIK's  marketing  position  in  the  region, 
but  it  also  is  expected  to  form  the  base  of  a  high-tech  business 
cluster  in  the  area.  Finzi  says  the  area  may  become  known  as  the 
Internet  Coast,  much  as  California  has  Silicon  Valley. 

The  next  steps  for  EPIK  likely  will  be  in  the  Internet  services 
arena,  moving  up  the  value  chain.  "We're  developing  a  stronger 
position  in  IP  services,  *  McClellan  predicts.  Those  services  will  build  on 
the  company's  existing  DS-3  to  OC- 1 92  capacity  ^ 

...     .  r       i-rsns  £  Solution*  by 

and  will  give  the  opportunity  for  EPIK  to  move  I  nGRTEL 
quickly  wherever  the  market  takes  it.  v^n_etworks- 


For  more  information  on  EPIK,  visit 
www.epik.net  or  www.feci.com. 
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Paul  Johnson,  continued  from  page  8 

"Consider  this  anecdote:  there 
is  no  gorilla  company  with  less 
than  50%  gross  margins,  and 
there  is  no  optics  company  with 
greater  than  50%  gross  margins." 

BPC:  In  the  book  The  Gorilla  Game,  which  you  coauthored 
with  Geoff  Moore  and  Tom  Kippola,  technology  markets 
can  be  considered  "gorilla  games,"  which  are  suitable  to 
domination  by  a  single  player,  or  "royalty  games,"  in  which 
multiple  players,  characterized  as  kings,  princes  and  serfs,  vie  for 
control.  Is  the  optical  market  a  gorilla  game  or  a  royalty  game? 

PJ:  Once  you  get  the  "gorilla  game"  definitions  down 
with  precision,  then  the  answers  become  fairly  obvious. 
The  optical  market  is  clearly  a  royalty  game.  My  fear  of  the 
optics  game  is  that  it  doesn't  have  anywhere  near  the  lock-in, 
switching  (substitution)  costs  or  economies  of  scale  that  we 
have  seen  in  other  businesses.  Now,  a  carrier  may  prefer  to 
use  one  system  vendor  on  an  end-to-end  basis,  but  just 
because  one  long-haul  span  of  my  network  from  NY  to 
Chicago  is  on  Corvis'  equipment,  it  does  not  mean  I  have 
to  use  the  same  vendor  from  Chicago  to  San  Francisco. 

There  is  also  branding,  which  is  an  economy  of  scale. 
Nortel  won  a  lot  of  business  last  year  because  they  had 
a  lead  in  OC-192  and  people  knew  it  worked.  This  year  it 
is  getting  more  competitive,  and  we  are  starting  to  see 
Nortel's  business  slow  down.  Now,  that  may  be  just  industry 
indigestion,  but  it  may  also  be  due  to  competitive  reasons. 

BPC:  So  the  next-gen  optical  networking  players  are  not  going 
to  become  Cisco-like  gorillas,  using  proprietary  software  to 
lock  in  customers.  Will  they  be  kings  and  princes  instead? 

PJ:  Yes,  mostly  princes,  great  princes.  If  I  had  to  pick,  the 
metro  market  appears  that  it  will  have  more  software 
content,  due  to  the  provisioning  issues  that  we  just  talked 
about.  But  in  the  long-haul  market  it  is  just  not  obvious 
where  software  content  manifests  itself. 

BPC:  Paul,  in  your  framework  of  analysis,  does  Cisco's  goril- 
la power  in  networking  have  any  carryover  power  into  the 
optical  realm?  Is  there  any  reason  to  believe  that  just  because 
they  succeeded  in  dominating  the  enterprise,  they  will  be 
more  likely  to  succeed  in  this  carrier-based  optical  market? 

PJ:  This  has  been  one  of  my  favorite  debates  over  the  past 
10  years.  Cisco  is  a  gorilla  in  enterprise  routing,  and  it 
became  a  king  in  enterprise  switching.  Routing  is  a  gorilla 
game  and  switching  is  a  royalty  game,  for  reasons  that  are 
explained  in  the  book.  Cisco  took  a  gorilla  market  and 
went  after  adjacent  royalty  markets;  they  used  their  gorilla 
power  to  leverage  their  distribution,  brand,  economies  of 
scale,  etc.,  in  a  non-gorilla  business,  and  became  a  king. 
This  is  something  that  does  not  happen  very  often  because 
those  markets  are  somewhat  unstable. 


So  your  question  is,  can  they  do  the  same  thing  in  the  earner 
world?  We  have  to  ask,  were  they  a  gorilla  in  the  carrier 


market?  They  were  a  gorilla  in  enterprise 
routing,  and  you  could  argue  that  Cisco 
became  a  gorilla  in  the  carrier  router 
market  because  it  was  adjacent  to  the 
enterprise  market,  and  because  theirs 
was  the  only  product  that  worked. 

But  generally  it  is  much  harder  to  become 
a  gorilla  in  carrier  markets.  Consider  the 
fact  that  their  position  is  under  assault 
by  Juniper,  and  if  Cisco  was  exercising 
gorilla  power,  then  there  is  no  way 
there  should  be  a  Juniper. 

Then  we  also  have  to  ask,  what  are  the 
adjacent  markets  to  routing?  Well,  ISP 
markets,  switching,  load-balancing  and 
caching  are  adjacent  markets.  Optics  are 
not  an  adjacent  market  to  IP,  therefore 
it  is  too  much  of  a  stretch  of  their 
gorilla  power.  And  I  don't  think  we  are 
going  to  see  gorillas  in  optics  at  all. 

BPC:  So  Cisco  may  find  the  carrier 
optical  market  a  harder  nut  to  crack? 

PJ:  I  think  they  are  waking  up  and  saying, 
"This  looks  nothing  like  anything  we  have 
done  before."  Consider  this  anecdote:  there 
is  no  gorilla  company  with  less  than  50%  \ 
gross  margins,  and  there  is  no  optics  com- 
pany with  greater  than  50%  gross  margins. 

What  is  the  source  of  Cisco's  economic 
power?  Cisco  owns  the  router  market,  the 
code,  the  software  and  the  trust  related 
to  that  product.  What  is  Nortel's  claim 
to  fame?  It  dominated  OC-192.  The 
descriptions  lend  themselves  to  a  different 
set  of  analysis.  I  have  always  said  Cisco 
was  the  dominant  enterprise  vendor,  and 
while  the  carrier  optical  market  will  be  a 
nice  addition,  it  will  not  define  the  company. 

We  have  not  kept  our  views  a  secret.  Most 
of  this  analysis  is  available  in  the  book, 
which  will  cost  you  $20  on  Amazon,  so 
anyone  can  replicate  what  we  have  done. 

BPC:  Our  final  question:  Is  the  revolution  in 
optical  networking  a  coming  "tornado,"  or  just 
an  expensive  science  project? 

PJ:  I  would  say  that  at  the  systems  level,  there  is 
no  doubt  it  is  a  tornado.  On  the  components  side, 
individual  products  run  the  risk  of  being  expensive 
science  projects. 


a 


For  more  information  on  The  Gorilla  Game, 
by  Geoffrey  A.  Moore,  Paul  Johnson  and 
Tom  Kippola,  visit  www.harpercollins.com. 
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 The  Contrarian  By  David  Dreman 

The  Chances  You  Take 


F  YOU  HAVE  OWNED  BLUE-CHIP  TECH  STOCKS  OVER 
the  past  year,  you  have  already  lost  60%  to  70%  of 
your  money.  But  it's  not  too  late  to  take  a  good  hard 
look  at  risk.  In  the  late  bull  market  the  definition  of 
risk  seemed  easy.  It  was  the  danger  of  not  keeping  the 

lk  of  your  capital  in  hot  stocks  that  could  triple  in  a 

ir.  Today  there  are  an  awful  lot  of  investors  who  define 

k  as  owning  any  such  stock.  Both  are  herd  perceptions 

d  both  lead  to  disaster. 
Among  academics  and 

[lsultants  there's  yet  another 

mula,  called  beta — and  it's 

pad  as  the  two  I  just  men- 

|ned.  Beta  is  a  statistical 

asure  of  so-called  system- 

L  or  market-related,  risk.  (It 

jiot,  as  popularly  believed, 

ctly  a  measure  of  volatility. 

te  that  Newmont  Mining  is 

nty  volatile  and  yet  has  one 

i:he  lowest  betas  in  the  Value  Line  universe.) 

jl  don't  disagree  with  the  arithmetic  behind  beta,  but  I 

agree  strongly  with  what  the  statistic  is  supposed  to 

an.  The  theory  is  that  high-beta  stocks  are  riskier  than 

'-beta  ones  but  reward  you  with  better  returns  over  the 

g  run. 

Well,  they  don't  deliver  those  rewards.  Even  Eugene 
na,  one  of  the  early  apostles  of  the  efficient  market  theory 
It  around  statistics  like  beta,  renounced  his  faith  in  the 
dstick.  In  a  paper  he  coauthored  with  University  of 
cago  colleague  Kenneth  French  in  1992,  Fama  found  that 
correlation  existed  between  risk  and  return.  In  Fama's 
ds:  "Beta  is  dead." 

i  What  else  is  there?  Well,  there's  a  more  direct  measure  of 
Utility — namely,  standard  deviation  of  daily  (or  weekly  or 
inthly)  returns.  The  standard  deviation  will  tell  you 
Jther  a  stock  jumps  around  a  lot,  but  it  scarcely  gets  at 
ire  fundamental  matters  of  risk.  Is  there  a  risk  that  the  in- 
jtry  you  are  investing  in  will  not  exist  in  ten  years?  Is  there 
i  that  you  are  caught  up  in  a  speculative  bubble  and  are 
iing  ten  times  what  the  stock  is  worth?  Neither  beta  nor 
Utility  comes  close  to  capturing  risks  like  these. 
|ilf  you  want  to  assess  risk,  think  about  the  big  picture, 
nk  about  things  like  these: 

ft  company's  financial  strength.  Does  it  have  a  strong 


Forget  beta.  To 
measure  risk  look 
at  a  company's 
financial 
statements. 


ability  to  sail  through  tough  times?  If  I  buy  a  group  of 
pharmaceutical  or  tech  stocks  with  enormous  financial 
muscle,  I  have  a  very  small  chance  of  losing  my  invest- 
ment because  of  financial  problems.  Pay  a  lot  of  atten- 
tion to  balance  sheets. 

The  price  in  relation  to  the  fundamentals.  There  is  always 
the  risk  of  paying  too  much  for  even  the  soundest  busi- 
nesses. Buy  stocks  at  or  below  market  multiples — of  price 
to  earnings,  to  book  value  or  to  cash  flow  (in  the  sense  of 

net  income  plus  deprecia- 
tion). Some  value  managers 
like  these  ratios  to  be  in  the 
lowest  20%  of  all  stocks.  Fol- 
lowing this  precept  would 
have  kept  you  clear  of  the 
tech  wreck. 

Inflation.  Jeremy  Siegel,  in 
his  book  Stocks  for  the  Long 
Run,  showed  that  stocks  sig- 
nificantly outperformed  Trea- 
sury obligations  over  the  past  190  years. 

Taking  Siegel's  work  a  step  further  in  Contrarian  Invest- 
ment Strategy:  The  Next  Generation,  I  showed  that  the  gains 
of  stocks  over  T  bills  increased  enormously  in  the  post- 
World  War  II  period. 

Why?  Inflation,  minimal  before  the  war,  rose  sharply 
over  the  next  50  years. 

An  investor  who  held  T  bills,  the  supposedly  "riskless  in- 
vestment," between  1946  and  century's  end  would  have  had 
a  real  pretax  return  of  only  0.4%  annually.  Stocks,  on  the 
other  hand,  would  have  returned  8%.  Long-term  Treasury 
bonds,  by  the  way,  scarcely  did  a  better  job  than  T  bills  in 
keeping  up  with  inflation. 

Compounded  over  a  working  lifetime  of  40  years,  the 
spread  between  an  8%  return  and  a  0.4%  return  is  enor- 
mous— almost  19-to-l  in  the  purchasing  power  you  have  at 
the  end  of  the  period.  Now  think  about  this  risk:  the  risk  of 
earning  too  little  and  having  to  retire  in  penury.  For  young 
savers  that's  a  much  more  consequential  risk  than  the  risk 
of  losing  money  in  a  stock  over  the  next  year. 

A  year  ago  millions  of  investors  had  persuaded  them- 
selves that  there  was  no  risk  of  overpaying  for  a  Cisco  or  a 
Yahoo  because  tech  stocks  always  bounced  back.  Today  the 
same  people  have  persuaded  themselves  that  all  equities  are 
too  risky.  Both  views  are  very  wrong.  F 


id  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contrarian 
itment  Strategies:  The  Next  Generation.  Find  past  columns  at  www.forbes.com/dreman  or  use  your 
Cat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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Yes,  But  By  James  Grant 


Canary  Wharf  and  Wall  Street 


THE  STOCK  MARKET  IS  DOWN,  BUT  BROKERAGE 
house  stocks  are  still  up.  The  brokers'  head  count 
and  compensation  are  way  up.  Setting  an  example 
of  ruthless  cost  control,  the  heads  of  the  five  big 
firms  last  year  paid  themselves  a  mere  $154  million. 
Wall  Street's  overextension  is  distilled  in  the  news  that 
Lehman  Brothers  has  agreed  to  lease  1  million  newly  built 
square  feet  at  London's  Canary  Wharf.  In  these  new  offices 
the  firm  will  house  1,000  new  hires.  New  hires?  New  con- 
struction? In  a  bear  market? 

Every  bear  market  is  the 
same,  yet  every  one  is  differ- 
ent. A  decade  ago  Canary 
Wharf  was  the  icon  of  the  ex- 
cess of  the  1980s — real  estate 
financed  with  debt.  Now,  pro- 
nounces the  London  Daily 
Mail,  Canary  Wharf  is  "a 
tower  of  strength."  It's  Wall 
Street  that's  over  the  top. 

Canary  Wharf  was  the  brainchild  of  Paul  Reichmann, 
the  Canadian  real  estate  titan  who,  late  in  the  1980s,  saw  the 
need  for  more  affordable  first-class  office  space  in  London. 
What  he  did  not  anticipate  was  the  deflationary  environ- 
ment in  which  his  buildings  would  come  on  the  market.  In 
the  early  1990s  debts  pinched  and  office  buildings  stood  va- 
cant— even  ones  so  well  designed  and  commodious  as 
Reichmann's  own. 

It  did  not  help  Reichmann  that  Canary  Wharf  was  inac- 
cessible without  the  public  transportation  that  London  did 
not  immediately  build  for  him.  It  was  even  less  convenient 
that  the  commercial  paper  market  said  no  to  Reichmann 
when  his  real  estate  company  absolutely  had  to  have  liquid- 
ity. Thus,  in  1992,  Canary  Wharf  fell  into  "administration," 
the  British  equivalent  of  Chapter  11.  Reichmann,  formerly 
at  the  pinnacle  of  the  real  estate  world,  suddenly  found  him- 
self on  the  ground  floor.  Too  bad,  people  said,  that  he  had  to 
go  out  a  failure. 

But  he  refused  to  go  out.  He  never  relinquished  the  spe- 
cific and  valuable  knowledge  of  the  tax  rules  and  zoning  or- 
dinances that  would  enable  Canary  Wharf  to  compete  so 
successfully  with  other  London  properties.  The  banks  that 
foreclosed  were  only  too  happy  to  share  their  burden  with 
an  investment  group  that  Reichmann  got  together  in  1995. 
Being  banks,  they  viewed  the  asset  on  which  they  foreclosed 


Brokerage  firms 
are  overextended, 
as  Reichmann  was 
with  his  London 
office  complex. 


as  a  mistake,  not  an  opportunity.  That  opportunity  was 
sented  to  the  global  equity  markets  in  1999.  Now  Ca 
Wharf  Group  commands  a  market  capitalization  of  $5. 
lion,  which  is  66  times  last  fiscal  year's  net  income.  R 
mann,  for  his  courage  and  inextinguishable  vision,  own 
of  the  company. 

January  brought  news  that  Saudi  Prince  Alwaleec 
Talal,  a  1995-vintage  investor  in  Canary  Wharf,  was  se 
two-thirds  of  his  shares  at  a  price  more  than  four  time 

cost.  "The  price  was  righl 
we  made  a  tremenc 
profit,"  said  the  prince,  ai 
hand  at  buying  low  and 
ing  high. 

Such  is  the  way  of  m 
Today's  excesses  becorm 
morrow's  bargains.  This 
ism  should  be  genetically 
planted  in  the  genes  of 
Street's  chief  executives 
they  have  given  no  sign  that  they  recognize  their  comp; 
for  what  they  are — the  Canary  Wharfs  of  the  millennia 
The  long  and  lush  bull  market  taught  that  stocks  rel 
went  up.  Stocks  were  less  risky  than  they  used  to  be,  bee 
the  economy  was  more  productive  and  less  accident-p 
than  ever.  As  for  bear  markets,  recessions  and  other 
relics,  the  Federal  Reserve  would  fix  or  forestall  them. 

Lying  open  next  to  me  is  a  New  York  Times  repor 
Goldman  Sachs'  canceling  of  plans  to  build  an  $850  mi 
annex  in  lower  Manhattan  in  which  to  house  its  imm 
trading  operations.  Nearby  residents  raised  many  objeel 
to  the  proposed  construction.  But  what  finally  seems  to 
registered  in  the  Goldman  front  office  was  that  it's  unwi 
expand  during  a  bear  market. 

In  its  1990  annual  report  Merrill  Lynch  gave  assura 
that  the  firm  was  amply  protected  by  its  capital  and  risk 
trols.  Yet  by  the  bottom  of  the  bear  market,  in  October  1 
shares  in  the  Thundering  Herd  were  quoted  at  one- 
book  value. 

Today  they're  at  3  times  book.  Bear  Stearns,  the  clc 
thing  to  a  bargain  among  large  listed  member  firm 
quoted  at  1 .2  times.  Goldman  fetches  3  times  and  Mo: 
Stanley  Dean  Witter,  4.  These  would  not  be  considi 
cheap  prices  even  in  palmy  days.  In  what  is  shaping  up 
full-strength  gale,  they  are  exorbitant. 


James  Grant  is  the  editor  of  Grant's  Interest  Rate  Observer. 

Find  past  columns  at  www.forbes.com/grant  or  use  your  :CueCat  device  on  the  cue  code  ( right)  to  take  you 
there  instantly. 
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is  Vegas  Money  Show  is  a  unique,  one-stop 
onal  resource  for  everything  relating  to 
;,  the  economy,  and  your  money.  Whether 
an  experienced  investor  or  just  developing 
vestment  skills  and  knowledge,  you  belong  at 
ith  Annual  Las  Vegas  Money  Show — 
ome  away  a  winner.  Gain  specific  investment 
s  from  more  than  200  workshops,  panels, 
neral  sessions.  The  focus  of  this  year's  Las 
loney  Show  is  investing  online.  Meet  and 
tionally  acclaimed  investment  advisors... all 
»ne  roof— FREE  OF  CHARGE* 


lunches  and  special  events  require  admission  fees. 


iportant  Reasons  Not  to  Miss 
he  Las  Vegas  Money  Show 


UP  hundreds  of  dollars  worth  of 
sstment  advisories...  ABSOLUTELY  FREE! 

OOSE  from  among  200  or  more  FREE 
kshops  geared  to  give  you  profitable  new 
sstment  ideas  and  in-depth  analysis  on 
ry  industry. 

OWSE  and  comparison-shop  the  investor's 
ja-marketplace:  over  250  exhibits  featuring 
mutual  funds,  money  managers,  online 
'ices,  and  advisories. 


ET  and  greet  America's  top  investment 
ep#sletter  editors  face-to-face. 

a  IN  the  market  insights  of  more  than  50 
■ld-class  advisors  and  analysts. 

It  and  Ask  Questions  of  Your 
write  Waii  Street  Experts... 


Joseph 
Battipaglia 


James 
Cramer 


Michael 
Murphy 


baking:  Harry  Dent,  Ed  Finn,  Paul  Kangas, 
ssauer,  Louis  Navellier,  Bernie  Schaeffer,  Ned 
!  Frank,  Richard  Band,  Elaine  Garzarelli,  Philip 
I  Ken  Kam,  Howard  Gold,  James  Jubak,  Mark 
John  Murphy,  Tobin  Smith,  and  many  more.. 


Learn  and  Profit  as  the  Wisdom 
of  Hundreds  of  FORBES  Pages 
Come  Alive  Featuring  These 
Leading  Columnists  &  Editors 
in  FREE  Workshops... 


the  next  wav< 


Andrew  Seybold 

Recognized  as  one  of  the  world's  leading  authorities 
on  wireless  communications,  he  is  editor-in-chief  of 
Forbes/Andrew  Seybold's  Wireless  Outlook  investment 
newsletter  and  president  of  his  own  consulting  firm, 
which  advises  leading  companies  on  microcomputers 
and  communications.  He  is  dubbed  "the  advance  guard  of  wireless" 
by  The  Wall  Street  Journal. 


Capit 


markets 

Marilyn  Cohen 


One  of  the  nation's  best  known  columnists  and 
commentators  on  the  bond  market  and  co-author  of 
The  Bond  Bible,  Marilyn  Cohen,  will  provide  you 
with  the  scoop  on  all  the  latest  trends,  including  on- 
line bond  investing,  show  you  how  to  find  great 
bond  buys,  and  help  you  to  develop  your  own  master  blueprint 
for  building  a  winning  personal  bond  portfolio. 


Investme 


tapping  the  web 

Matthew  Schifrin 

Editor  of  Forbes  Best  of  the  Web  special  issues,  he 
will  take  you  on  a  thoroughly  enlightening, 
entertaining,  and  resource-rich  ride  through  the 
Internet.  During  this  session,  he'll  introduce  you  to 
the  best  investment  Web  sites  and  show  you  how  to 
use  the  Web  to  achieve  maximum  profitability  in  all  your 
investment  portfolios. 


Gro 


investing 

Vahan  Janjigian 


Investors  seeking  outstanding  returns  over  long 
periods  of  time  need  to  follow  very  different 
strategies  than  those  looking  for  quick  profits.  Vahan 
Janjigian,  editor  of  the  Forbes  Special  Situation  Survey 
and  the  Forbes  Aggressive  Growth  Investor,  and  director 
of  the  Forbes  Investors  Advisory  Institute,  will  explain  which 
strategies  are  most  likely  to  pay  off  for  you. 


investing 


Richard  Lehmann 

Publisher  of  the  Forbes/Lehmann  Income  Securities 
Investor  newsletter,  he  covers  the  bond,  preferred 
stock,  and  convertible  securities  markets.  Richard 
Lehmann  has  been  a  recognized  expert  on  income 
securities  for  over  25  years.  Learn  why  fixed  income 
securities  may  well  be  the  top  market  performers  in  2001. 


or  a  FREE  brochure  or  to  register,  call  800/970-4355  or  visit  www.moneyshow.com 

Mention  priority  code  000605  for  FREE  admission  to  The  Las  Vegas  Money  Show 


MONEY  &  INVESTING 


Stock  Trends  By  Laszlo  Birinyi  Jr. 

Thanks,  Arthur 


IN  THE  30  YEARS  I'VE  WORKED  IN  THE  SECURITIES  INDUS- 
try,  I  have  never  seen  a  more  confusing,  capricious  and 
frustrating  market.  Volatility  in  individual  names  is  un- 
precedented, and  almost  any  bit  of  news  creates  dramatic 
moves.  Today  there's  a  domino  effect  that  can  topple  not 
only  your  particular  stocks  but  also  those  of  competing 
companies,  suppliers  and  customers.  On  Dec.  6, 2000,  for  ex- 
ample, bad  news  about  Apple  Computer  drove  the  stock 
16%  lower  and  sent  rival  Compaq  down  even  more. 

Investors  are  more  uncer- 
tain than  ever  about  what 
news  has  been  discounted  by 
the  market  and  is,  therefore, 
already  "in  the  stock."  A  com- 
pany announces  that  business 
is  slowing,  and  the  stock  drops 
10%,  leading  to  analysts' 
downgrades,  which  take  an- 
other 10%  off  the  price.  Then 
when  the  actual  earnings  are 
reported,  the  stock  drops  another  10%. 

What's  behind  all  this  irrationality?  Recent  market  struc- 
tural changes,  promulgated  by  the  Securities  &  Exchange 
Commission  and  other  regulators.  The  paradoxical  upshot: 
While  the  changes  were  made  to  benefit  the  general  public, 
Wall  Street  pros  came  out  ahead. 

Unintended  consequences  from  shock-treatment  re- 
forms have  hurt  other  nations,  so  you'd  expect  we  would 
have  thought  twice  before  plunging  blindly  ahead.  Britain's 
1986  Big  Bang  did  away  with  fixed  stock-trading  commis- 
sions— and  decimated  London's  brokerage  community. 
Today  there  are  no  British  brokers;  they  sold  out  to  Ameri- 
can and  other  foreign  firms.  And  Japan's  decline  wasn't  sim- 
ply the  result  of  falling  fundamentals.  Introduction  of  Amer- 
ican-style index  puts  in  1990  hastened  the  Japanese  market's 
collapse  as  speculators  bet  on  it  dropping  more. 

In  the  U.S.  Arthur  Levitt,  during  his  just-ended  tenure  as 
SEC  chairman,  commanded  the  markets  to  adopt  decimal 
pricing.  The  theory  is  that  pricing  in  increments  of  a  penny 
will  reduce  trading  costs  for  investors. 

Not  quite.  In  a  1997  publication  for  my  clients  I  analyzed 
the  results  for  the  month  after  the  "tick  size"  was  reduced 
from  an  eighth  of  a  dollar  (12.5  cents)  to  a  sixteenth  (6.25 
cents)  in  1997.  For  the  14  million  New  York  Stock  Exchange 
and  Nasdaq  trades  made,  my  calculations  show  the  cost 


went  up,  not  down.  Smaller  ticks  allow  nimble  pros  to  m 
easily  step  in  front  of  the  average  investor's  bid,  forcing  1 
to  pay  more  to  get  his  purchase  executed. 

Even  more  disturbing  is  the  empirical  evidence  the 
cited  to  support  its  position.  One  study  analyzed  decii 
trading  in  five  stocks  for  five  days,  which  is  a  woefully  in 
equate  basis  on  which  to  create  wholesale  upheavals. 

Chairman  Levitt  also  argued  that  we  needed  decimal! 
stay  competitive,  because  the  U.S.  was  the  only  nation  u^ 

fractions.  Well,  a  German 


The  SEC  pushed 
through  "reforms" 

that  didn't  help 
investors  but  sure 
benefited  brokers. 


vestor  interested  in  buy 
Microsoft  probably  had  li 
difficulty  understanding  wt 
60l4  was.  The  U.S.  also  is 
lone  country  pricing  stock 
American  dollars. 

Further,  the  SEC  compel! 
broker-dealers  to  narrow  t] 
bid-ask  spreads — another 
leged  boon  for  investors  1 
hasn't  materialized.  Spreads  are  posted,  not  realized,  pril 
So  if  a  stock  that  was  formerly  quoted  XA  to  Vi  is  now  lA  td 
the  SEC  says  investors  "saved"  Vs. 

Trouble  is,  brokerage  firms  have  responded  by  limii 
how  much  of  your  order  they'll  fill.  You'll  get  the  rest  on| 
you  improve  your  bid.  Before,  you  might  have  been  abll 
buy  500  shares  at  lA;  you  can  now  only  buy  200  shares  E 
and  the  other  300  shares  at  \  meaning  your  total  cost 
risen.  This  is  somewhat  like  the  airline  that  cuts  price! 
$129  for  a  flight  from  Los  Angeles  to  St.  Louis,  yet  only , 
the  130  seats  are  available  at  the  restricted  price. 

Small  wonder  that  brokerage  firms  today  make 
times  as  much  trading  for  their  own  accounts  as  they  d< 
commission  business.  In  the  last  25  years  the  broker 
community  collectively  has  never  lost  money  in  its  own) 
counts.  And  decimal  trading  certainly  hasn't  hurt  the  I 
kerage  community.  In  2000,  a  rocky  year  for  the  mar 
LaBranche  &  Co.,  the  only  listed  New  York  Stock  Excha 
specialist  firm,  tripled  net  income. 

So  where  does  this  leave  you,  the  investor?  Steve  W 
once  remarked  that  the  best  way  to  make  money  in  the  g; 
ing  industry  was  to  own  the  casino.  I  would  recomm 
some  brokerage  stocks,  especially  Goldman  Sachs  (91,  • 
Morgan  Stanley  (65,  MWD)  and  Merrill  Lynch  (58,  MER). 
If  you  can't  beat  'em.... 


Laszlo  Birinyi  Jr.  is  president  of  Birinyi  Associates,  a  Westport,  Conn. -based  financial  consulting  firm. 

Web  site:  www.lbirinyi.com.  Find  past  columns  at  vvrvw.forbes.coin/btrinyi  or  use  your  :CueCat  device  on  the 

cue  code  (right)  to  take  you  there  instantly. 
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Company 
Address 


nr.'  City  

Postal  Code 


i 


Country, 

Phone  

Fax  


Automotive 

1.  Acuta 

1-800-TO-ACURA 
www.acura.com 

2.  American  Honda 
Motor  Company 

1-800-33-HONDA 
www.honda.com 

3.  Infiniti 

1  -800-706-9923 
www.infiniti-usa.com 

4.  Lincoln  Mercury 

www.lincolnvehicles.com 


Consulting  Services 

Accenture 

www.accenture.com 

Consumer 
Produc  is/Services 

5.  Allen-Edmonds 

1-800-235-2348 
www.allenedmonds.com 

6.  Callaway  Golf 

1-800-228-2767 
www.callawaygolf.com 

7.  Lexus 

1-800-USA-LEXUS 
www.lexus.com 

8.  Toyota  Motor 
Sales  USA 

1  -800-GO-TOYOTA 
www.toyota.com 

e-business  services 

9.  Commerce  One 

1-877-261-8516 
www.commerceone.com 


Financial  Services 

10.  American 
Express  Financial 
Advisors 

www.americanexpress. 
com/advisors 

11.  TIAA-CREF 

www.tiaa-cref.rog 

Hotels 

Hilton  Hotels 

www.hilton.com 

Insurance  & 
Financial  Services 

AFLAC 

1-800-99-AFLAC 
www.aflac.com 

Business  Classified 

12.  Delaware 
Business  Inc. 

www.e-incorporate.com 
1-800-423-2993 

13.  Equilio 

1-800-203-8119 
www.equilio.com 

14.  The  Loan 
Consultants,  Inc. 

www.  loanconsultants 

.com 

15.  Publishers  Guild 

1-800-675-6144 

Steven  Sears 
CPA/Attorney 

1-714-544-0622 
www.  sea  rsatty.  com 


16.  Stock 
Jungle.com 

www.stockjungle.com 

Value  Line 

www.valueline.com 

17.  Worldwide 
Business 
Consultants 

1-800-733-2191 


e-Market  Makers 

18.  Manugistics 

www.manugistics.com 

19.  SAS 

www.SAS.com 

20.  Blue  Martini 

www.bluemartini.com 

21.  Commerce  One 

www.commerceone.com 

22.  Poet  Software 

www.poet.com 

23.  Ajunto 

www.ajunto.com 

24.  Thomas 
Register 

www.thomasregister.com 
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Polar  Bear 
Club 

adyenturi|A  jaunt  by  nuclear  icebreaker  to  the  North  Pole  serves 
as  a  warm-up  for  a  no-wetsuit  swim  (and  14,500-foot  submergence). 
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BY  JAMES  M.  CLASH 


: 


At  the  North  Pole  there  are  no  lifeguards  on  duty,  and  the 
black  water  is  14,500  feet  deep. 


OBERT  PEARY  AND  FRED- 
erick  Cook  had  rough 
trips  attempting  to  be  the 
first  to  the  North  Pole  in 
1909,  enduring  frostbite, 
ation  and  mutiny.  You  can  have  an 
r  time  of  it  if  you  have  the  money 
ticket  aboard  the  nuclear-powered 
ian  icebreaker  Yamal.  The  23,000- 
hip,  designed  to  sweep  ice  from  the 
:hern  Sea  Route  to  make  way  for 
:ary  vessels  during  the  Cold  War, 
been  pressed  into  service  for 
ism.  Since  1993  it  has  made  14 
r  trips  to  gratify  the  wanderlust  of 
adventurers  who  are  customers  of  Quark  Expeditions,  a 
1  outfit  in  Darien,  Conn. 

ow  rich?  A  cabin  for  two  runs  $3 1 ,900,  a  single  $27,1 15. 
summer,  for  the  first  time,  passengers  willing  to  pay  an 
$50,000  per  person  will  be  able  to  take  an  optional  day 
o  the  floor  of  the  ocean  in  a  Russian  submersible  (if  you 
those  things). 

ast  August  I  joined  another  100  passengers — mostly 
ricans,  Japanese  and  a  smattering  of  Europeans — in 
inki,  Finland.  From  there  we  flew  via  a  chartered  737  to 
ibergen,  an  arctic  island  group  700  miles  from  the  Pole, 
re  we  boarded  the  Yamal  for  a  12-day  voyage.  With 


er  a  few  strokes,  1,000  needles  prick  you 
at  once  and  fuzziness  invades  your  mind. 


DOhp  from  its  twin  nuclear  reactors,  it  is  the  world's  most 
erful  icebreaker  and  one  of  the  few  vessels  of  any  kind 
ble  of  getting  to  the  Pole. 

\t  8 1  degrees  north  latitude,  550  miles  south  of  our  target, 
iegan  to  encounter  ice.  At  first  it  was  lone  bergs.  Most  were 
stine  white,  others  shades  of  blue,  glowing  from  within 
mormous  gems.  The  older  the  berg  the  bluer  its  hue,  be- 
e  the  compaction  of  the  ice  changes  the  refraction  of 

passing  through  it.  Soon  we  hit  pack  ice — thin 
than  in  winter,  but  still  formidable.  The 
aTs  bow,  made  of  27-inch-thick  steel, 
>hed  cleanly  through  the  stuff, 
;et  thick  in  some  places.  There 

a  constant  up-and-down 
jement  as  the  ship's  bow  rode 
i  nto  the  ice,  fell  as  the  ice  caved 
|hen  rode  up  onto  it  again.  It 
luced  a  deep  rumbling  like 
ng  thunder. 

)n  the  morning  of  Aug.  1 1 
Global  Positioning  System 


read  90  degrees  north.  A 
cheer  went  up,  champagne 
corks  popped  and  fireworks 
exploded.  Open  water  lay 
ahead.  The  balmy  air,  with 
temperatures  hovering  only  a 
few  degrees  below  freezing, 
led  some  of  my  fellow  passen- 
gers to  mutter  darkly  about 
the  greenhouse  effect.  In  fact, 
photos  taken  during  our  trip 
later  appeared  on  the  front 
page  of  the  New  York  Times, 
as  purported  evidence  of 
global  warming's  pernicious 
effects.  In  truth,  as  the  Times  later  acknowledged,  there  has 
been  open  water  at  the  Pole  in  summer  for  as  long  as  anyone 
has  been  able  to  look  at  it. 

Quark  Expeditions'  plans  call  for  something  new  this  Au- 
gust. It  has  commissioned  two  Russian  submersibles — the 
MIR  I  and  MIR  II — to  be  launched  from  the  Yamal.  Their  div- 
ing schedule  will  permit  as  many  as  20  passengers  to  glimpse 
the  ocean  floor.  If  you  are  given  to  quibble  that  it  takes  hard 
earth  to  make  a  pole,  you  could  argue  that  these  tourists  will 
be  the  first  men  and  women  ever  to  see  the  "true"  North 
Pole,  14,500  feet  beneath  the  sea. 

On  my  trip  we  had  no  submersibles.  So  I  made  my  own 
more  modest  dive.  After  the  Yamal  had  found 
solid  ice  in  which  to  anchor,  we  disembarked  and 
spent  a  few  hours  wandering  around.  A  makeshift 
ladder  was  fastened  to  a  blue  lip  of  ice  along  the 
passageway  the  ship  had  cut,  and  a  call  went  out 
inviting  would-be  swimmers  to  hop  in.  A  dozen 
stepped  forward.  I  stripped  off  my  pants  and  parka.  Dressed 
in  red  nylon  bathing  shorts — and  attached  to  the  ice  by  a  safety 
line  around  my  waist — I  plunged  into  the  black  water. 

In  the  first  few  seconds  you  feel  nothing.  It's  such  a  shock 
to  your  system  that  you're  essentially  numb.  But  after  a  few 
strokes  in  the  32-degree  water,  1,000  needles  prick  you  all  at 
once.  Your  brain  requests  permission  to  leave.  As  fuzziness 
invades  your  mind,  one  thought  remains  crystal  clear: 

Vama/took  us  from  Spits-    You'U  Pass  out  lf  yOU  don,t 


bergen  to  the  Pole,  then 
to  Franz  Josef  Land 
and  Novaya  Zemlya. 


get  out.  So  I  did,  after  only 
30  seconds.  Two  minutes 
can  be  fatal. 
Back  on  terra  infirma,  I  was  revived  by  a 
shot  of  vodka,  a  bite  of  chocolate  and  a 
towel  around  my  shoulders.  I  thought 
back  to  the  experience  recently,  while 
flsy     reading  a  brochure  for  this  Au- 
gust's sub  dive.  It  warns  that  the 
inside  of  the  sub  can  be  chilly. 
Chilly7.  They  don't  know 
from  chilly!  F 
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Channeling  Lenny 

classical  m  u  s  I  c  |  To  hear  Leonard  Bernstein  at  his 
electric  best,  you  had  to  hear  him  live.  A  recent  boxed  set  from 
the  New  York  Philharmonic  gives  you  the  next  best  thing. 


BY  ROBERT  HILFERTY 

WHEN  HE  DIED  IN  1990,  AT  72, 
Leonard  Bernstein  left  thou- 
sands of  hours  of  studio  record- 
ings to  buttress  his  formidable  legacy.  But 
Bernstein  was  a  creature  of  the  radio.  His 
conducting  career  was  born  on  the  air- 
waves, so  to  speak,  when,  as  a  precocious 
25-year-old,  he  filled  in  for  the  ailing 
Bruno  Walter  in  a  1943  broadcast  of 
Richard  Strauss'  Don  Quixote. 

Bernstein  was  always  most  himself 
in  front  of  an  audience.  "It's  a  great  love 
affair,  what's  going  on  out  there,"  he 
once  said.  The  live  broadcasts  he  made 
when  he  took  over  the  New  York  Phil- 
harmonic in  1958  are  what  unleashed 
classical  music's  friskiest  conductor. 


Late  last  year  New  York  Philharmonic 
Special  Editions  released  Bernstein 
Live!,  a  13-hour,  ten-CD  set  ($195) 
with  33  performances — none  of  which 
have  ever  been  commercially  released. 
Radio  broadcasts  don't  have  the  polish 
of  studio  recordings;  every  cough  and 
rustle  is  still  there.  But  so  is  the  crackle 
of  excitement  that  only  comes  from  a 
live  event. 

Listen  to  the  full-bodied  accounts  of 
Bruckner's  Sixth  Symphony,  Hin- 
demith's  Mathis  der  Maler,  or  Bern- 
stein's electrifying  1970  broadcast  of 
scenes  from  Wagner's  Gotterdam- 
merung  (with  soprano  Eileen  Farrell 
and  tenor  Jess  Thomas). 

There  are  warhorses  aplenty  in  the 


When  Bernstein  called  his  live  performances  "a  great  love  affair,"  he  wasn't  joking,  as  a  new  CD 


What  did  it  sound  like  when  Bern- 
stein prowled  the  podium  during  those 
broadcasts,  leaping,  crouching,  bound- 
ing, swooning  in  stagy  ecstasy?  It  was 
pure  magic.  "Lenny  inspired  us  to  make 
music  from  the  heart,  to  play  above  and 
beyond  what  we  thought  we  could  do," 
says  John  Ware,  who  played  trumpet 
with  the  Philharmonic  for  40  years. 

But  don't  take  Ware's  word  for  it. 


set,  but  even  they  are  enlivened  by 
Bernstein's  persistent  musical  curiosity. 
"I'll  never  forget  his  coming  in  with  the 
Tchaikovsky  Sixth  Symphony,  thrilled 
like  a  kid  with  a  new  toy,  because  he'd 
discovered  that  the  whole  first  move- 
ment was  based  on  appoggiaturas," 
recalls  cellist  Evangeline  Benedetti. 
"He  again  made  us  take  advantage  of 
this  new  insight,  and  for  me  it's  made 


that  piece  work  every  time  I  hes 
This  set  is  also  conspicuous  for 
it  doesn't  include — notably,  anythi 
Mahler,  whom  Bernstein  is  ere! 
with  raising  almost  singlehandedly 
the  dead.  That's  not  strictly  true,  b 
was  certainly  Mahler's  most  effe 
publicist.  This  is  not  an  oversight; 
stein's  renditions  of  Mahler  are  a 
represented  elsewhere. 

What's  striking  is  how  much 
century  music  the  set  offers, 
neoromanticism  to  structured  r 
There's  William  Russo's  admi 
Symphony  No.  2,  rescued  from  c 
ion,  which  features  the  stratosp 
trumpet  of  Maynard  Ferguson.  Tl 
Carl  Ruggles,  Lukas  Foss,  Rol 
Shchedrin  (whose  Bernsteinesque" 
chievous  Folk  Ditties  is  loads  of 
Thomson,  Barber,  Britten,  Strav 
and  Varese.  Bernstein  got  behin 
music  of  his  time. 

Perhaps  the  most  important  pt 
mance  on  the  set  is  the  world  prei 
of  Charles  Ives'  Symp 
No.  2.  Finished  in 
Ives'  masterwork  wa 
publicly  performed 
Bernstein  gave  it  a  sh 
1951.  The  man  w 
Bernstein  called  "our  v 
ington,  Lincoln  and 
son  of  music"  was  s« 
thralled  by  the  broa 
that  he  reportedly  dan 
celebratory  jig. 

Best  of  all,  thougl 
the  small  lectures  by  I 
stein  that  precede  sor 
the  performances  on 
CDs.  Bernstein  was  o: 
the  most  charming  an 
toxicating  music  teach' 
history.  He  couldn't  help  himself.  "\ 
I'd  leave  for  rehearsal,  I'd  tell  my 
'Okay,  I'm  going  for  my  music  les 
and  when  I  came  home,  Ruth  woulc 
'So  what  did  you  learn  today?'"  ren 
bers  the  great  flutist  Julius  Baker.  1 
incandescent  CDs  demonstrate  b 
than  words  exactiy  what  Baker  an 
fellow  pupils  learned  during  their 
with  Lenny. 


set  proves. 
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IMAGINE  WHAT 
TECHNOLOGY 
CAN  DO  NEXT 

health 
education 
environment 
economic  development 
equality 


fOc 


THE  TECH  MUSEUM  AWARDS 

I!?5l™£!]!         Technology  Benefiting  Humanity  Presented  by  Applied  Materials,  Inc. 

A  CALL  FOR  NOMINATIONS  Imagine  a  world  where  technology  is  used  to  improve  the  way  we  live.  Help 
us  find  the  people  and  organizations  that  will  inspire  us  with  their  accomplishments  in  the  areas  of  health,  edu- 
cation, environment,  economic  development,  and  equality.  Finalists  in  each  category  will  be  honored  on 
November  1 ,  2001  and  five  winners  will  receive  special  recognition  and  a  $50,000  cash  award.  Nominations 
will  be  accepted  until  June  1 ,  2001 .  Please  log  on  to  www.thetech  org/ techawards  for  more  information  on  how 
to  nominate  the  individual  or  group  that  you  feel  has  used  technology  to  make  our  world  a  more  humane  place 

Center  for  Science  frnil  £|S  a™™c™,ho. 

Technology  &  Society  at  HHII  1^1^™°"*  ForbPS 

Sonto  Clara  University  APPLIED  MATERIALS"  T^Hilti^ 


SMALL  PACKAGES 


DISCS 


Back  in  the  U.S.S.R.  The  Cold  War  may  seem  as  distant  as  the  ice  age,  but 

who  doesn't  enjoy  a  little  doomsday  nostalgia  now  and  again?  Fans  of  Stanley  Kubrick's  classic  dark 
comedy  Dr.  Strangelove  will  no  doubt  relish  the  special  edition  DVD  release  of 
the  1964  movie  (Columbia  TriStar,  $30),  with  such  bonus  features  as  a 
45-minute  documentary  on  the  making  of  the  film.  (Fun  factoid:  Peter 
Sellers,  nominated  for  a  Best  Actor  Oscar  here,  initially  was  considered 
for  the  part  of  Major  "King"  Kong,  the  nuke-riding  wild  man  ultimately 
portrayed  by  Slim  Pickens.)  Also  included  are  original  promotional  in- 
terviews with  Sellers  and  George  C.  Scott.  The  two  read  scripted  ques- 
tions, then  speak  into  a  phone  as  if  someone  were  questioning  them  on 
the  other  end.  View  it  in  your  personal  war  room.  —Lea  Goldman 

TWEETERS  


Sweeter 
Speakers 

In  April  Legacy  Audio  of  Spring- 
field, III.  will  introduce  a  new 
line  of  stereo  speakers  dubbed 
Helix,  which  promises  to  give 
audiophiles  a  sweet  spot  of  un- 
precedented dimensions.  The 
"spot"  is  that  physical  location 
in  a  room  where  the  sound  from 
two  speakers  converges,  giving 
listeners  a  balanced  "concert 
hall"  experience.  According  to 
designer  William  Dudleston, 
other  speakers  in  the  Helix 
price  range  ($18,000)  typically 
create  spots  at  most  I  or  2  feet 
wide,  meaning  anybody  outside 
that  narrow  zone  hears  unbalanced  sound. 
Helix,  thanks  to  the  novel  geometry  of  its  con- 
struction, should  deliver  a  full  10  feet  of  sweet- 
ness—more than  any  other  speaker  on  the  mar- 
ket. For  further  information,  visit 
www.legacy-audio.com  or  call  800-283-4644. 

—Alan  Farnham 

DECOR  
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Drunk  Driving 

For  parents  of  boozy  teenagers,  nothing  in- 
spires greater  dread  than  the  question 
"Can  I  have  the  keys  to  the  car?"  Rather 
than  spend  the  wee  hours  of  the  morning 
worried  that  your  offspring  has  wrapped 
herself  around  a  telephone  pole,  equip  the 
family  car  with  a  Breathalyzer.  So-called 
ignition  interlock  devices  connect  a  stan- 
dard Breathalyzer  to  the  car's  starter.  Be- 
fore the  engine  turns  over,  a  driver  must 
submit  a  breath  sample.  Even  an  exhala- 
tion that  registers  as  little  as  .025  blood  al- 
cohol (about  one  beer)  can  preclude  mo- 
tion. Intoxalock  ($1,495),  manufactured  by 
Consumer  Safety  Technology,  not  only 
tests  drivers  at  blastoff,  it  retests  them  pe- 
riodically, once  they're  on  the  road.  If  they 
JP    fail  any  of  these  later 
in-transit  tests,  the 
car's  horn  honks- 
signaling  them  to  pull 
over.  For  more  infor- 
mation, call  CST  at 
877-777-5020.  -L.G. 


GAM11 

Poker  Facl 

While  the  Wild-TurkeyB 
cigar  crowd  may  alwayfl 
fer  standard-issue  playjrj 
cards,  hipsters  hankerj 
after  something  edgier 
have  it:  cards  lacking  cm 
ners.  Umbra,  maker  of 
home  accessories,  ha$ 
troduced  slim,  oval-sfd 
"Ante"  cards  emblazonl 
one  side  with  charactel 
noting  suit  and  value,  or 
other  with  Seventies-sl 
retro-chic  graphics.  Eafl 
deck  comes  dealt  in  its 
space-capsule-like  caij 
case.  Umbra  is  betting 
cards'  svelte  size  will  m 
them  easier  to  hold  (oi 
Air  travelers— or  anyon 
compelled  to  play  in  ctf 
quarters— should  find 
fling  a  breeze.  Plus,  thd 
little  danger  of  cornerra 
cards  ever  getting  dog] 
eared.  A  deck  of  52  co 
$5.  Call  800-387-5122 
visit  www.umbra.com 
—Christopher  h 
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Executive  Privilege 

Al  Gore  won't  be  giving  orders  from  the  Oval  Office  anytime  soon,  but  there's 
no  reason  he  can't  still  hold  a  seat  of  power.  The  Gunlocke  Oval  Office  Chair, 
which  has  cradled  nine  leaders  of  the  free  world  (including  JFK  and  Richard 
Nixon)  is  also  available  to  at-home  commanders-in-chief.  Priced  starting  at  $2,290, 
the  leather-upholstered  Gunlocke  boasts  a  solid  cherry,  brass-capped  base  and  a  solid 
maple  interior  frame.  It  comes  in  17  stately  hues— including  "ore"  and  "burnished  gold" — 
though  plain  old  black  has  been  the  presidential  favorite.  George  W.  Bush,  breaking  with  precedent, 
different  chair  (from  Texas).  Reason?  Sentiment,  perhaps.  Or  he  could  be  demonstrating  the  indeper 
dence  of  the  Executive  Branch:  More  than  a  few  Supreme  Court  justices  have  been  known  to  park  th 
robed  behinds  in  Gunlockes.  For  info,  visit  www.newyorkfirst.com  or  call  800-581-7599. 
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Legally  &  Ethically 


Own YOUR  Own 
OFFSHORE  BANK 

FREE  Report 

800-733-2191 


e-incorporate  .com 


•Registered  agent  services 
•U.S.  bank  accounts  opened 
•  Nominee  director  services 
Delaware  Incorporation  Handbook 
Delaware  Business  Incorporators,  Inc. 

800.423.2993 


WHY  DIDN'T  I  THINK  OF  THAT 


That's  the  response  we  hear  after  we 
explain  our  unique  and  exciting 
opportunity.  If  you're  looking  for  a 
simple  business  with  HIGH  INCOME 
POTENTIAL  and  ahsolutcU  no 
downside,  let's  talk.  Investment 
required. 


Call  1-800-675-6144 


Arrange 

equipment  leases  •  Factoring  •  Business 
loans  of  ALL  types  •  No  experience  needed. 

SEE  FOR  YOURSELF! 
Visit  us  at  www.viewTLC.com  where  making 
money  is  as  easy  as  receiving  your  E-mail! 

RECEIVE  A  COLOR  INFO  KIT  g 
AND  FREE  VIDEO  SEMINAR  U 
The  Loan  Consultants,  Inc. 
since  1983 


CALL 


800-336-3933 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Profits. 
Complete  Training.  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675 


How  are  you  going  to  ensure  your  family's  future  and  yours? 
Trust  The  Value  Line  Investment  Survey. 

As  the  nation 's  leading  investment  information  resource,  we've  been  guiding 

individuals  through  the  stock  market  with  unbiased,  expert  research  and 
analysis  for  three  generations.  Resisting  the  transient  tugs  of  market  sentiment. 
Giving  solid  investment  guidance.  That's  a  legacy  you  can  count  on. 


Build  your  future  on  our  success. 


For  details  of  our  10-week,  $55  trial  offer  call:  1-800-535-9651 


Business  Opportunities 


Ex-lawyer  needs  associates  to  offer 
unique  financial  services  to  make 
clients  lawsuit-proof.  All  the  local 
appointments  you  can  handle. 
State-of-the-art  marketing  tools. 
Huge  demand.  Extremely  high 
income  with  lifetime  residuals  in 

multi-billion  dollar  market. 
Candidates  must  be  bondable. 
have  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 
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Think 
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manage  money? 
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THOUGHTS 

On  the  Business  of  Life 


Jgg  reat  Britain  has  enjoyed  a  long,  honorable,  distinguished  history.  Never  before  did 

xBk  such  a  tiny  nation  achieve  comparable  world  eminence,  influence,  power.  Her  pres- 

^^btoam^P  ent  does  not  match  her  past.  Britain  has  been  on  the  descendent  this  century,  weak- 
ened by  two  World  Wars  of  unprecedented  magnitude.  What  of  her  future?  Winston  Churchill,  who 
has  played  a  preeminent  role  in  British  political  life  for  nigh  half  a  century,  expressed  the  hope  that 
ties  similar  to  those  which  have  long  knit  together  the  Commonwealth  countries  may  some  day 
"cover  all  races  and  peoples  of  the  world."  -B.C.  FORBES  (1950) 


I  find  the  Englishman  to  be  him  of  all 
men  who  stands  firmest  in  his  shoes. 
They  have  in  themselves  what  they  value 
in  their  horses,  mettle  and  bottom. 

—RALPH  WALDO  EMERSON 


In  England  there  are  60  different 
religions  and  only  one  sauce. 

—FRANCESCO  CARACCIOLI 


Even  crushed  against  his  brother  in  the 
Tube  the  average  Englishman  pretends 
desperately  that  he  is  alone. 

— GERMAINE  GREER 


We  do  not  regard  Englishmen  as 
foreigners.  We  look  on  them  only 
as  rather  mad  Norwegians. 

— HALVARD  LANGE 
(NORWEGIAN  HISTORIAN) 


You  never  find  an  Englishman  among 
the  underdogs — except  in  England, 
of  course. 

—EVELYN  WAUGH 


The  English  are  probably  more  capable 
than  most  peoples  of  making 
revolutionary  change  without  bloodshed. 
In  England,  if  anywhere,  it  would 
be  possible  to  abolish  poverty 
without  destroying  liberty. 

—GEORGE  ORV/ELL 


Humor  is  practically  the  only 
thing  about  which  the  English 
are  utterly  serious. 

—MALCOLM  MUGGERIDGE 


[England]  is  the  only  country 
in  the  world  where  the  food 
is  more  dangerous  than  sex. 

—JACKIE  MASON 


England  has  the  most  sordid  literary 
scene  I've  ever  seen.  They  all  meet  in  the 
same  pub.  This  guy's  writing  a  foreword 
for  this  person.  They  all  have  to  give 
radio  programs,  they  have  to  do  all  this 
just  to  scrape  by.  They're  all  scratching 
each  other's  backs. 

—WILLIAM  S.  BURROUGHS 


An  Englishman,  even  if  he  is  alone, 
forms  an  orderly  queue  of  one. 

—GEORGE 


He  was  born  an  Englishman 
and  remained  one  for  years. 

—BRENDAN  B 


Kent,  sir — everybody  knows  Kent — 
apples,  cherries,  hops  and  women. 

—CHARLES  DIC1 


Not  to  be  English  was  for  my  family 
so  terrible  a  handicap  as  almost 
to  place  the  sufferer  in  the  permanei 
invalid  class. 

— OSBERT  LANCA 


A  Text... 

The  Lord  is  my  helper,  and  I  wil 
fear  what  man  shall  do  unto  me 

-HEBREWS 

Sent  in  by  R.  Corkum,  Madison,  Va.  1 
your  favorite  text?  The  Forbes  Book  of(\ 
tions:  Thoughts  on  the  Business  of  Life  is  a 
senders  of  Bible  texts  used. 


More  than  14,000  "Thoughts,"  arranged  alphabets 
subject,  are  available  in  a  900-page,  one-v 
deluxe  edition.  The  Forbes  Book  of  Quotations:  TJ10U 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  sh 
and  SI  per  item  for  handling  (add  applicable  saM 
To  order,  please  call  toll-free,  1-800-876-6556. 
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A  global  B2B  exchange  chose 

to  work  with  us  because  of  our 
integrated  approach.  We  didn't  just 
bring  technological  know-how  to  the 
table:  we  helped  them  tighten  up  their 
business  model,  then  build  the  model 
and  obtain  the  funding  they  needed." 

—  Steve  Wagner,  e-Business  Services 


For  e-business  services 

the  answer  is  the  people  of  Deloitte  &  Touche 


Deloitte 

&Touche    as  surance  &  advisory,  tax  services  and  consulting 


www.us.deloitte.com 


©2001  Deloitte  &  Touche  LLP  Deloitte  &  Touche  refers  to  Deloitte  &  Touche  LLP  and  related  entities. 


More  than  ever,  people  are  communicating  with  Cypress. 


Powerful,  wireless  handheld  computing. 

Moving  terabytes  of  data  across  a  global  network 

in  a  nanosecond.  The  tiny  semiconductor  makes  it  happen. 

The  Cypress  semiconductor. 


Driving  the  communications  revolu 


Cypress  and  the  Cypress  logo  are  trademarks  o!  Cypress  Semiconductor  Corporation. 
©  Copyright  2000  Cypress  Semiconductor  Corporation.  All  rights  reserved. 


Features 


Cover  Story: 

II  MICROMACHINES:  THEY'RE  HUGE 

lb  understand  the  potential  impact  of 
piicromachines,  or  MEMS,  remember 
|hat  very  big  things  often  come  in  very 
mall  packages.  BY  ERiC  w.  PFEIFFER 

13  MICRO  MENAGERIE:  A  SPECIAL 
-OLDOUT  SECTION  A  photo  history  of 
he  greatest  (and  tiniest)  micromachine 
tits.   BY  MICHAEL  BOLAND 

1  THE  MEMS  MICROCOSM  Forbes 
[SAP  explores  the  business  opportuni- 
ies  of  MEMS  technology: 

51  Transportation  Tiny  devices  in 
cars  could  eventually  safeguard 
against  theft,  flat  tires,  and  even 
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them.  BY  GWENDA  BLAIR 

66  ELECTRONIC  KOOL-AID  ACID  TEST 

Throughout  the  '90s,  cult  thinking  was 
the  dark  secret  of  the  Internet  bubble. 
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Sweden's  former  prime  minister  dis- 
cusses how  he  pushed  his  country  to 
the  forefront  of  Europe's  digital  revo- 
lution. INTERVIEW  BY  SHELLEY  PANNILL 
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stay  competitive  today,  your  business  must  adapt  faster  than  ever.  Now  the! 
software  that  can  keep  pace.  Applications  built  with  Brokat  Advisor™  (from  Bli 
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our  revolutionary  rules  management  software,  request  our  free  white  pa 
Just  call  1-800-876-4915  or  download  it  from  the  Web  at  www.brokat.com/chai 
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ou  might  call  it  the  Revenge  of  the 
Mechanical  Engineers.  And  it's  about  time. 
When  I  was  a  boy  in  Santa  Clara  Valley, 
mechanical  engineers,  especially  in  the  guise  of 
aeronautical  engineers,  seemed  to  rule  the  world. 
Most  of  the  men  in  my  neighborhood  worked  at 
Lockheed  or  NASA,  designing  and  building  cool 
stuff:  aircraft,  guided  missiles,  rockets,  and  space 
capsules.  They  were  guys  who  knew  how  to  make 
and  fix  things,  always  tinkering  with  cars  or 
installing  swimming  pools  or  bolting  together 
complicated  backyard  decks. 

There  were  also  a  few  electrical  engineers  in  my 
neighborhood,  but  they  always  seemed  a  little... 
strange.  They  were  to  be  found  in  the  garage  turn- 
ing knobs  on  voltmeters  or  oscilloscopes  and  mut- 
tering impenetrable  things.  But  as  the  '60s  turned 
into  the  '70s,  more  and  more  of  these  strange  EEs 
moved  into  the  Valley.  Meanwhile,  on  one  disas- 
trous day,  Lockheed  laid  off  what  felt  like  half  my 
town,  and  the  mechanical  engineers  disappeared. 
Santa  Clara  Valley  was  now  Silicon  Valley,  and  the 
men  and  women  called  engineers  no  longer  turned 
a  wrench  or  read  a  blueprint.  Rather,  they  peered 
into  computer  screens  and  wrote  code  that  did 
important  and  valuable  things,  but  they  no  longer 
interacted  with  the  real  world.  It  was  extraordi- 
nary, it  was  world- 

At  last!  As  much  as  I'd  loved 


silicon  chips  and  smart 
boxes,  something  had  always 
been  missing. 


changing,  but  it 
sure  didn't  resem- 
ble the  engineer- 
ing I  grew  up  with. 

Who  would 
have  guessed  that 
  one  day  the  mech- 
anical engineers 
would  return  and,  harnessing  the  tools  of  three 
generations  of  EEs,  come  up  with  the  Next  Big 
Thing?  That's  why  I  felt  a  little  surge  of  pride  when 
Features  Editor  Eric  W.  Pfeiffer  returned  from  a 
series  of  conferences  to  announce  that  microma- 
chine  technology — MEMS,  for  short — was,  after 
two  decades  of  undercover  development,  about  to 
burst  on  the  scene  with  scores  of  hot  new  compa- 
nies, billions  in  revenues,  and  some  of  the  most 
amazing  products  you'd  ever  see  —  many  of  them 
on  the  microscopic  level. 


As  I  looked  at  the  "Micro  Menagerie"  (see  fo| 
out,  page  43),  my  heart  leaped.  At  last!  As  much 
I'd  loved  silicon  chips  and  smart  boxes,  somethj 
had  always  been  missing.  Now  here  it  was  agaj 
stuff  that  did  things,  stuff  that  moved  —  and! 
was  microscopic  to  boot.  My  fun  old  neighbors,, 
at  least  their  grandkids,  were  back.  The  new  centi) 
is  looking  better  all  the  time. 

By  the  way,  if  you're  interested  in  reading  mo 
about  MEMS,  including  profiles  of  three  of  its  p 
neers,  click  on  the  Forbes  ASAP  link  on  Forbes.col 
You'll  also  find  two  original  articles  on  high  to 
cults  and  a  column  by  Senior  Editor  Pat  Dill| 
about  an  ethical  dilemma  posed  by  the  changi) 
rules  of  the  New  Economy. 

Now,  some  introductions.  The  contribute) 
list  to  this  issue  is  especially  glittering.  Char 
C.  Mann  ("Pumping  Up  the  Volume,"  page  3| 
whose  work  usually  appears  in  the  Atlan\ 
Monthly,  is  one  of  the  best  magazine  featq 
writers  of  his  generation.  Michael  Wolff  ("Eli 
tronic  Kool-Aid  Acid  Test,"  page  66)  is 
known  for  his  trenchant  and  insightful 
York  magazine  media  column.  And  Carl  I 
Cannon's  appearance  in  our  pages  with  a  nc 
ongoing  department,  as  our  man  in  Washington^ 
a  kind  of  reunion  for  Pat  Dillon  and  me:  We  bo 
worked  with  him  20  years  ago  at  the  San  Jc 
Mercury  News.  Cannon,  of  course,  is  well  knov 
for  his  unparalleled  insider  coverage  of  Washin 
ton  politics. 

Finally,  a  long  overdue  introduction.  The  cha 
ter  of  Forbes  ASAP  has  always  been  to  look  ahe 
and  identify  what  the  next  emerging  technology 
explain  it,  and  identify  its  key  players,  companii 
and  investments.  That  requires  the  features  edit 
of  this  magazine  to  basically  obtain  the  equivale 
of  a  PhD  in  a  brand  new  field  every  couple 
months,  and  then  convert  that  knowledge  into  real 
able  copy.  We  are  blessed  to  have  someone  wl 
can  do  that:  Pfeiffer,  who  joined  the  magazi 
as  a  freelancer  five  years  ago  from,  of  all  platt 
Mother  Jones  magazine.  Smart,  gentlemanly,  ai 
unflappable,  Eric  is  the  brains  of  ASAP.  He  coi 
sistently  makes  all  of  us  look  smarter  than  v 
really  are. 

Now,  let's  get  moving... in  a  microscopic  way. 
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Notice  the  way  the  bubbles  catch  the 
light?  We  did.  Photonic  switching  from 
Agilent  can  deliver  the  wide-open  speed 
of  an  all-optical  network  by  bending  light 
with  bubbles.  Bottlenecks  are  broken. 
Fiber  is  uncorked.  Data  flows  like,  well, 
you  know.  Cheers. 


;  A\  Agilent  Technologies 

Innovating  the  HP  Way 

Agilent  Technologies  is  a  new  company 
composed  of  the  former  Hewlett-Packard 
test  and  measurement,  chemical  analysis, 
semiconductor  components  and  medical 
products  businesses,  www.agilent.com 
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OUR  READERS  RESPOND 


OF  TRUTH  AND  CHADS 

While  riffling  through  my  grandfather's 
books  and  magazines  during  a  particu- 
larly boring  family  get-together  this 
Christmas,  I  came  across  a  copy  of 
your  latest  Big  Issue.  When  I  saw  that 
one  of  your  articles  was  written  by  none 
other  than  Molly  Ivins  ["When  Frogs 
Have  Wings,"  October  2,  2000],  I  was 
hooked.  Although  I  agree  with  the  major- 
ity of  Ivins'  points  in  the  article,  I  feel 
there  are  some  she  fails  to  address  or 
does  so  in  a  relatively  nebulous  manner. 

I  believe  that  it  is  not  a  politician's 
conscious  decision  to  avoid  the  use  of 
the  word  fuckin'  and  instead  opt  for  a 
term  such  as  darn,  or  to  avoid  pissing 
off  "left-handed  lesbians  of  Czech 
descent."  Rather,  I  believe  it  is  society's 
own  push  toward  the  mainstream  that 
has  forced  polar  opposites  on  the  politi- 
cal spectrum  to  blur  their  edges  until 
they  seem  like  bedfellows.  Notice  that 
any  sane-minded  politician  will  never 
vacation  without  a  smiling  family  and 
drooling  dog,  never  admit  to  past  or 
present  indiscretions,  but  can  always 
be  counted  on  to  spew  out  trite  cliches 
and  rehearsed  sound  bites  faster  than 
you  can  say  "dangling  chad." 

Our  country,  which  desires  a  cross 
between  Mister  Rogers  and  Nelson 
Mandela,  is  the  sole  designer,  creator, 
and  destroyer  of  mendacious  politi- 
cians. Don't  blame  the  puppets,  folks. 
Blame  the  puppeteers. 
CYNTHIA  FOSTER 
Stockton,  California 


DOWN  TO  A  SCIENCE 

Michael  S.  Malone's  story  on  Mr.  Wolfram 
["God,  Stephen  Wolfram,  and  Every- 
thing Else,"  November  27,  2000]  is  a 
rather  splendid,  riveting,  and  well-written 
account  of  a  remarkable  scientist  and  his 
most  interesting  science. 

This  science  could  very  well  be  the 
seminal  point  for  myriad  break- 
throughs. It  may  even  be  where  the 
twain  of  reason  and  faith  finally  meet. 
Furthermore,  regardless  of  Wolfram's 
spiritual  inclinations  (if  any),  perhaps 
he  is  going  to  reveal  a  metaphysical 
truth  to  the  world  that,  ironically,  will 
be  difficult  for  him  to  reconcile  —  at 
least  within  the  bounds  of  pure  scien- 
tific analysis. 
SAHIL  ALVI 

sahii.alvi@mba.wfu.edu 

Nice  article!  But  did  the  author  forget  to 
include  the  following  key  theories  sup- 
porting and  encompassing  Wolfram's 
work,  or  is  Wolfram  that  forgetful  (or 
egotistical?): 

Penrose's  tile  work 

Mandelbrot's  fractals — 
indeed,  all  of  chaos  theory 

Fibonacci's  work  with 
cycles,  patterns,  etc. 

Wolfram  is  standing  on 
the  shoulders  of  giants. 
EDWARD  L.  McCLENDON 
elmconsult@aol.com 

LAISSEZ-FAIRE  FRAUD 

David  Freedman's  article  on  the  pitfalls 
of  eBay  ["Sleaze  Bay,"  November  27, 
2000]  does  a  good  job  of  describing  all 
that  can  go  wrong  in  a  loosely  regulated 
free-trade  marketplace. 

However,  in  the  conclusion  of  his 
article,  Mr.  Freedman  asserts  that  eBay 
could  easily  change  its  rules  to  cut  down 
on  fraud.  As  a  student  of  markets  myself, 
I  know  that  it  can  be  very  difficult  to  cut 
down  on  fraud  without  stifling  the  vast 


majority  of  honest  activity  that  occj 
Just  look  at  America's  financial  marlj 
and  compare  them  to  those  of  otj 
countries  that  are  less  comfortable  1 
a  laissez-faire  attitude. 

There  can  be  no  merit  to  the  an 
ment  that  it  is  against  eBay's  intei 
to  cut  down  on  fraud.  Unlike  its  cj 
petitors,  eBay  makes  money  only  w 
a  transaction  is  consummated.  If  q 
sumers  lose  faith  in  the  integrity  of 
system,  they  will  transact  less  businj 
and  eBay  will  make  less  money. 
ELVIS  ANGELO 
Missoula,  Montana 

CHAMP  TURNED  CHUMP 

"Ramp  Champs"  [February  19,  20 
failed  to  mention  what  happe 
to  Critical  Path,  last  year's  "1 
ramper." 

Three  senior  officers  left  the  d 
pany  following  accusations  of  "coot 
the  books,"  and  the  stock  was  s 
pended  from  trading. 


Your  article  on  this  company  ["v 
ner  Profile,"  April  3,  2000]  has  no  dc 
resulted  in  major  losses  to  your  s 
scribers,  myself  included. 
RALPH  C.  FOLZ 
Seabrookconsulting@msn.com 

By  the  time  Critical  Path's  "misstc 
earnings"  came  to  light,  our  Febn 
issue  had  already  gone  to  press.  Unfo 
nately,  if  a  company  chooses  to  "cooi 
books, "  it  is  nearly  impossible  for  anal 
(who  ranked  the  company  as  our  2 
winner)  to  uncover  the  misdeed  until  c, 
the  damage  has  been  done.    —  The  i 


I  believe  it  is  society's 
push  toward  the  mainstr: 
that  has  forced  polar  oppos 
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DEED  VS.  GOOD 

;V  »un«teer:  (1)  a  person  who  performs 
Ihrvice  of  his  own  free  will  (2)  one  to 
lorn  a  conveyance  is  made  or  promise 
ken  without  valuable  consideration 
i[?bster's). 

Michael  S.  Malone  says  what  [Forbes 
-/AP]  has  uncovered  about  AOL  (and 
E>er  company)  volunteer  workers  should 
fen,  perhaps  enrage,  us  [Editor's  Letter, 
||  the  Dream  Over?"  February  19, 
81)1].  What  was  stunning  was  that  the 
a;hors  naively  believe  that  labor  laws 
Bier  than  the  competitive  marketplace 
lit  serve  workers.  What  was  also  stun- 
Big  was  that  a  "greedy  capitalist"  article 
Reared  in  Forbes  ASAP  rather  than  the 
fition  or  the  New  York  Times.  What 
Its  enraging  was  that  essentially  no 
litrary  view  was  given  a  fair  hearing. 
;, Malcolm  must  be  rolling  over  in 
in  grave. 

Wr" TON  GANNAWAY 
Ci  stal  Bay,  Nevada 


Since  March  1997  it  has  been  my  great 
privilege  and  pleasure  to  be  a  volunteer 
community  leader  for  America  Online.  I 
have  been  a  chat  host  and  message  board 
moderator,  at  one  time  working  in  two 
forums  simultaneously.  It  has  been  enor- 
mously rewarding,  fulfilling,  entertaining, 
and  worth  every  hour  I've  put  into  it. 

In  my  humble  opinion,  those  who 
are  suing  for  monetary  compensation, 
or  feel  cheated,  are  malcontents  who 
are  spoiling  the  community  leader  expe- 
rience for  the  rest  of  us.  Does  one  take 
up  any  other  type  of  volunteer  work  with 
the  intent  of  making  a  wage? 

If  the  hours  are  too  much  for  these 
folks,  they  can  always  cut  back  or  find 
a  forum  that  fits  in  more  with  their 
schedules.  They  knew  that  when  they 
joined  the  program.  Don't  let  them  take 
away  a  volunteer  position  I  enjoy,  and 
feel  good  about  performing,  because  of 
their  greed. 

SUSAN   F.  ROSENTHAL 
SuelOCats@aol.com 


ERRATA 

On  page  63  of  the  time  line  in  "The  Little 
People  vs.  America  Online"  [February 
19,  2001],  the  date  for  the  FCC's  final 
approval  of  the  AOL-Time  Warner 
merger  was  mislabeled.  The  correct  date 
is  January  2001,  not  2000. 

In  the  "Ramp  Champs"  feature 
[February  19,  2001],  the  profile  on 
Aether  Systems  should  have  referred  to 
the  company's  software  platform  as 
Aether  Intelligent  Messaging.  Also, 
Aether's  client  list  includes  Office  Depot 
and  the  U.S.  Navy;  Visa  and  Microsoft 
are  partners. 

READERS,  TELL  US  WHAT  YOU  THINK: 
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mess  landscape  can  be  treacherous.  Are  you  getting  the  right  advice  to  anticipate  future  trends  and  develop  your 
'?  You  will  with  IDC,  a  market  intelligence  partner  that's  on  the  inside  track.  We  take  research  to  the  next  level, 
ig  unbiased  analysis,  accurate  predictions  and  results-oriented  direction.  We  also  offer  unsurpassed  global  reach 
sence.  Count  on  us  to  give  you  the  direction  you  need.  You  could  go  places  others  may  not  have  considered. 


«DC 

Analyze  the  Future 


IORF    INFORMATION    ON    IDC,    VISIT   US   AT  WWW.IDC.COM/EXTREME    OR    CALL  5CS.B72.S2Ca 


who's  engineering  the  wireless  world? 


All  the  numbers  point  t 


You  may  not  know  it,  but  chances  are 
we  have  a  lot  to  do  with  the  way  you're 
doing  business.  Because  as  a  leading 
wireless  systems  integration  company, 
we're  constantly  working  with  the  new 
Internet  infrastructure  providers,  wireless 
application  developers,  network  carriers 
and  device  manufacturers  to  deliver 
tomorrow's  tools  today.  That's  why 
Fortune  1000  leaders  and  e-commerce 
innovators  have  chosen  us  for  projects 
including  remote  messaging,  sales  force 


automation,  transaction-based  sol 
and  business  analytics  systems.  1 
our  free  wireless  primer  or  | 
information,  visit  www.stellcom.com/d 
Or  call  1-888-554-2024.  We'll  help  yoiJ 
dividends  in  any  market. 


s  t  e.  I  I  c  o 

engineering  the  way  the  world  u 
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1  Good  Walk  Spoiled 

The  cart  of  the  future  can  spoil  a  game  of  golf 

IeRE  ARE  NO  SECRETS  with  the  golf  cart  of  the 
Ire.  It  knows  exactly  how  lousy  your  last  shot  was.  It  knows 
I  slow  you  play.  It  knows  how  many  antsy  golfers  are  piling 
fcehind  you. 

IThe  golf  cart  can  make  it  all  better,  though.  Press  a  button 
|  order  a  beer.  The  golf  cart  of  the  future  will  make  sure 
r  beer  is  waiting  at  the  clubhouse  turn, 
tome  500  courses  worldwide  have  installed  onboard  elec- 
lic  systems  on  their  carts.  The  ParView  system,  one  of 
Je  on  the  market,  includes  a  video  screen,  10  buttons,  and 
ntenna  that  bounces  radio  signals  off  satellites  12,000 
s  in  the  sky. 

here  appears  to  be  no  way  to  make  it  clam  up,  however, 
g  global  positioning  technology,  it  tells  you  the  exact  dis- 
e  from  the  golf  cart  to  the  hole.  This  enables  a  golfer  to 
t  the  proper  club  to  make  a  good  shot  before  swinging 
improper  club  improperly  and  hitting  the  ball  into  the 
or  a  stand  of  trees, 
he  gizmo  also  supplies  an  endless  stream  of  advice,  chatter, 
advertisements,  all  unsolicited — like  a  partner  who  won't 
up  during  your  backswing.  And  it  keeps  tabs  on  golfers, 
rge  Orwell-style,  reporting  their  moves  to  the  pro  shop, 
"he  latest  version  of  ParView  has  been  installed  on  carts  at 
Presidio  Golf  Course  in  San  Francisco.  It  starts  barking 
rs  before  the  ignition  key  is  turned. 

( hoose  club  wisely. ...Stay  away  from 
fi rway  bunker.. ..Aim  tee  shot 
i  i/vn  right  side.. ..Not  even  longest 

I  Play  faster,  play  better,"  says  the  screen.  "You  should  be 
>i  he  first  tee.  You  are  three  minutes  behind." 

lit  the  first  tee,  the  cart  knows  you  are  354  yards  from  the 
U|.  Flub  a  shot,  hit  the  ball  50  yards,  get  back  in  the  cart, 
1j  p  to  the  ball.  The  cart  ticks  off  the  embarrassing  truth. 

lb  center  of  green:  342  yards... 337  yards... 329  yards.... 
3 1  shut  up. 

I  (Hungry?  If  you  would  like  to  order  from  the  grill,  press  Yes." 


SHUT  UP  AND  DRIVE:  The  golf  cart  of  the  future  is  full  of  advice. 

The  golf  cart  of  the  future  spits  out  the  menu.  Push  a  but- 
ton for  an  $8  barbecue  pork  sandwich.  Push  a  button  for  an 
$8  chili  dog.  There  is  no  button  for  bicarbonate  of  soda. 

The  golf  cart  of  the  future  is  full  of  advice.  "Choose  club 
wisely. ...Stay  away  from  fairway  bunker. ...Aim  tee  shot  down 
right  side.  ...Not  even  longest  hitters  can  reach  green  in  two." 

There  on  the  screen,  halfway  down  the  17th  fairway, 
is  a  familiar  green  bottle:  "Heineken.  Some  dreams  do 
come  true." 

The  golf  cart  of  the  future  talks  to  headquarters,  too.  Back 
at  the  pro  shop  is  an  electronic  map  displaying  the  position  of 
each  cart.  If  a  cart  falls  too  far  behind  the  pace,  the  course 
marshal  shows  up,  forcing  slowpokes  to  skip  holes  or  quit. 

Nate  Yoder,  vice  president  of  marketing  for  ParView  of 
Sarasota,  Florida,  says  courses  lease  the  system  for  $60,000 
a  year,  split  the  ad  revenue  with  the  company,  and  typically 
increase  greens  fees  to  recover  the  cost. 

"Golfers  are  embracing  the  technology,"  Yoder  says.  "We 
find  that  golfers  who  complain  are  the  same  kind  who  keep 
playing  year  after  year  with  their  original  set  of  clubs." 

One  of  those  troglodytes  is  Karl  Berscheid  of  San  Luis 
Obispo,  California,  who  would  rather  walk  than  ride  in  the 
golf  cart  of  the  future.  "It  seems  to  me  this  thing  separates 
you  from  the  reason  you're  out  here  playing  golf  in  the  first 
place,"  he  says  while  out  on  the  Presidio  course.  "Golf  is  a 
spiritual  thing.  It's  not  about  technology.  And  I  don't  want  any- 
thing that  disconnects  me  from  the  experience." 

He  takes  a  few  practice  swings. 

"The  game  is  hard  enough,"  he  says,  "just  the  way  it  is." 

STEVE  RUBENSTEIN 
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Spring  Cleaning 

CEOs  use  bad  news 
to  their  advantage 


CLICHES  ARE  rolling  off  CEOs' 
tongues  with  numbing  regularity:  "PC 
market  slowdown,"  "inventory  excess," 
"sectorwide  spending  crunch." 

In  fact,  during  the  last  six  months  of 
2000,  investors  endured  1,223  negative 
preannouncements,  according  to  First 
Call/Thompson  Financial.  The  warn- 
ings were  all  the  same:  Analysts'  expec- 
tations are  too  high. 

But  how  could  that  many  companies 
see  so  much  trouble  on  the  horizon  at  the 
same  time?  The  answer  appears  to  lie 
between  reality  and  collective  psychol- 
ogy. True,  corporate  spending  dried  up 
in  November.  The  down  market  of  2000 
turned  cruel  at  about  the  same  time, 
with  many  tech  issues  losing  nearly  50% 
of  their  valuation  in  a  span  of  six  weeks. 
In  that  economic  climate,  even  wildly 
positive  news  couldn't  stem  the  tide. 

So  CEOs  collectively  heaped  on  the 
bad  news.  Most  took  the  opportunity  to 
set  expectations  lower.  Some  used  the 
occasion  to  purge  questionable  account- 
ing from  their  books.  "It's  called  think- 
ing like  a  CEO,"  says  Inktomi  chief 


Sept   '  j ""'  Oci  ..  -r.\     Nov  }-.I»ec 


executive  David  Peterschmidt. 

Mostly,  it's  a  chance  for  companies  to 
bring  everyone  back  down  to  earth.  Tim 
Bajarin,  president  of  high  tech  consulting 
firm  Creative  Strategies,  calls  it  an  oppor- 
tunity for  CEOs  to  be  "creatively  nega- 
tive." With  sensitivity  to  morale,  "CEOs 
need  to  leverage  this  opportunity  to  set 
more  realistic  expectations,"  he  says. 


Bajarin  points  out  that  negativ 
is  a  strategy  well  played  in  good  timi 
too — the  classic  example  being  Miq 
soft's  historically  cautious  commei 
on  earnings  calls.  But  for  now,  CEl 
realize  that  negative  spin  is  inevitabl 
According  to  Peterschmidt,  "It's  li 
OUie  Ollie  home  free." 

DAVID  RAYMOI 


NEVER  SAY  "SELL"    Analysts'  rosy  outlook  on  Rhythms  NetConnections 


$93.13  O  $7100,  BUY,  "will  sustain  strong  top-line  revenue  growth  .we  see  the  company  as  undervalued." — Chase  H&Q 
Peak  price       q  $30.62,  BUY,  "superior  product  offering. ..national  footprint."—  Chase  H&Q 

©  $1194,  BUY,  "company  produced  a  very  solid  quarter...  price  target  $55." — Deutsche  Bank  Alex.  Brown 
©  O  $10.88,  BUY,  "Rhythms'  strategic  value  has  been  enhanced  "—Chase  H&Q 

0  $3.94,  BUY,  "Its  national  network... gives  it  strategic  value." — Chase  H&Q 
0  $0.88,  "downgraded  to  neutral." — Smith  Barney 


Two-year  stock  performance  for  Rhythms  NetConnections  ©  q 

©  0 
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BP  Amoco,  with  an  aggressive 
vision  for  the  future,  found 
it's  not  just  anywhere  that  a 
progressive  company  can 
combine  a  green  philosophy 
with  operational  and  financial 
goals.  In  South  Carolina, 
they  found  support  for  both 
their  industrial  growth  and 
their  biodiversity  objectives. 

Find  out  what  Team  South 
Carolina  can  do  to  help 
fuel  your  business. 

South  Carolina 


rtorm  You  win. 


South  Carolina 
Department  of  Commerce 
800-868-7232 
www.teamsc.com 


TEAM 


?r  of  Corporate  Wildlife  HaolfilN^j^e^^Keep  America  Beaulilul 
,  and  supporter  of  active  wildlife  managefWNtjgjj^rani  for  seven  species. 
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Professor  of  P/E 

His  timing  was  impeccable  in  forecasting  Nasdaq's  crash 

WHEN  HISTORIANS  WRITE  about  the  great  Nasdaq  bubble 
burst  of  March  2000,  they  will  likely  blame  it  on  interest  rates  or  the 
drop  in  the  euro  or  slowing  PC  sales.  But  the  real  cause  may  be  a  peri- 
patetic economist  named  Jeremy  Siegel. 

On  March  10,  2000,  the  Nasdaq  reached  an  all-time  high  of 
5,048.62.  That  same  day,  Siegel,  a  professor  at  the  Wharton  School  at 
the  University  of  Pennsylvania,  appeared  on  the  TV  show  Moneyline, 
warning  viewers  about  the  market.  On  March  14,  his  op-ed  piece 
appeared  in  the  Wall  Street  Journal,  telling  investors  that  many  of  the 
bluest  blue-chip  tech  stocks  were  dangerously  overvalued.  Less  than  a 
month  later,  the  Nasdaq  had  dropped  more  than  1,000  points. 

"I  still  get  letters  from  people,  sometimes  with  photocopies  of  the 
Wall  Street  Journal  article,  thanking  me  for  saving  them  thousands  of 
dollars,"  Siegel  says. 

One  reason  Siegel  captured  the  attention  of  the  capital  markets  is 
because  many  saw  him  as  the  last  person  to  issue  such  a  warning.  In 
1994,  he  wrote  an  influential  book,  Stocks  for  the  Long  Run,  in  which, 
after  careful  historical  analysis,  he  came  to  the  conclusion  that  investors 
were  wise  to  invest  in  large  companies  with  stratospheric  P/E  ratios. 
These  big-cap  growth  stocks,  he  said,  had  "tremendous  long-term  value." 

"At  the  time,  that  was  considered  shocking,"  he  says.  Most  investors 
were  interested  in  small-cap  stocks  and  shied  away  from  anything  that 
appeared  too  expensive.  As  the  late  1990s  progressed  and  companies 

like  Cisco  and  America  Online  saw 
^^^^  revenues  ramp  as  quickly  as  their 

4^™|^k  stock  prices,  Siegel  defended  their 

mBK  valuations  and  was  touted  as  the 

Hv  "professor  of  the  bull  market." 

But  then  "it  became  too  much  of 
a  good  thing,"  he  says,  particularly 
when  P/E  ratios  hit  the  triple  digits. 

After  studying  the  capital  markets 
back  to  1802,  he  found  that  the  P/E 
average  has  been  about  14.  Ever  the 
optimist,  Siegel  believes  there  are 
reasons  (the  reductions  in  inflation 
and  the  capital  gains  tax  rate)  why 
current  P/E  ratios  deserve  to  be  higher.  Fast-growing  companies  can  real- 
istically support  a  P/E  of  30  or  perhaps  35,  he  says.  But  anything  much 
higher  could  indicate  an  inflated  price.  That's  why,  last  March,  he  wrote 
that  most  tech  companies  were  overvalued. 

Another  thing  he's  learned:  The  market  has  a  mind  of  its  own.  When 
analysts  spout  off  about  why  it's  been  an  up  or  down  day,  they  are  almost 
always  wrong.  In  fact,  says  Siegel,  after  studying  120  of  the  biggest  daily 
rises  and  falls  in  market  history,  only  30  had  any  reason  behind  them, 
and  those  tended  to  be  things  like  World  War  II.  "There's  no  real  reason 
for  the  market  to  move. ..and  that  is  unsettling,"  he  admits. 

But  what  about  his  influential  Wall  Street  Journal  story?  Surely  his- 
tory doesn't  apply  to  the  Great  Market  Mover  himself:  "I  would  like  to 
say  it  was  tremendous  foresight,  but  obviously  it  was  a  lot  of  luck." 

ERIC  W.  PFEIFFER 


JEREMY  SIEGEL  in  his  "market  update"  class 


Angels  in 
America 

A  Lot  of  Zeros  Lost 

Public  market  is  "irrationally  depresse 


5%  *T*' 


ROBERT  H.  LESSIN 

CHAIRMAN  and  chief 
executive  officer  of  Wit 
SoundView  Group. 

ON  THE  CLIMATE: 

a Angels 
don't 
write  the 
second 
check — 
they  don't  have  a  fund 
with  a  billion  dollars. 
So  you  better  figure  out 
that  the  company  doesn't 
need  a  second  check,  at 
least  this  year,  or  you 
better  not  invest.  A  lot 
of  us  lost  a  lot  of  zeros 
in  our  wealth  last  year. 
The  public  market  is  still 
irrationally  depressed. 

HIS  STRATEGY: 

(He  has  invested  in  more 
than  80  companies.) 
First  are  the  companies 
I  helped  found,  like 
iParty  and  Wattage 
Monitor.  I've  also  done 
a  lot  of  Series  A  funding 
and  had  significant  suc- 
cess stories  like  Vertical- 
Net  and  GoTo.com.  Then 
I  have  a  whole  interna- 
tional side  like  CIMG, 
a  Chinese  media  com- 
pany; NetBridge,  one  of 
the  leading  Russian 
Internet  companies;  and 
Turk  Kapital,  a  Turkish 
Internet  incubator.  These 
investments  are  not 
intended  as  financial 
diversification  as  much 
as  cross-pollination  for 
the  companies.  What 
hurts  many  Internet 
companies  is  that  they 


run  out  of  cash  before 
they  get  to  the  right  le 
of  strategic  dialogue. 
But  when  you  own  a  i| 
of  stakes  and  know  tl 
corporate  world  pretl 
well,  you  can  get  thes 
companies  talking  to 
each  other. 

ON  WIT: 

We  weren't  far  from 
bankruptcy  [when 
Lessin  joined].  What 
I  brought  most  to 
Wit  was  legitimacy. 
I  brought  immediate 
capital,  and  I  broughl 
a  reputation.  I  walke< 
away  from  being  vice 
chairman  of  Salomon 
Smith  Barney  to  sonn 
thing  that  was  largely 
a  startup.  (He  has 
4,862,465  shares  in  Wj 

ON  INVESTMENTS  H 
LIKES  (BESIDES  WI1 

IParty,  a  company  I 
helped  found  [his  initl 
investment  was  $200,00 
It  has  a  multichannel  I 
approach,  with  33  stoi 
plus  catalog  and  onlul 
ordering.  The  party 
industry  is  an  industr 
not  claimed  by  anyon 
I'm  not  overly  concern  I 
with  where  the  stock 
currently  trades  [belo 
a  dollar  a  share].  The 
stock  market  doesn't 
get  it,  but  it  will.  At  t 
end  of  this  year  there 
will  be  a  few  e-commer 
companies  left  standir 
and  iParty  will  be  one 
of  them. 

MICHELLE  JEFFE 
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The  transformation  of  sand  to  glass  to  fiber  optics  is 
)lete.  The  transformation  of  fiber  optics  into  the  multi- 
n  dollar  telecommunications  industry  has  just  begun. 
f| transformation  will  change  the  way  we  work,  the 
we  play,  the  way  we  think.  Of  course,  changing 
/vay  the  world  works  isn't  child's  play,  as  any 
jj  uommunications  service  provider  can  tell  you.  The 
jf  ;r  of  your  partnerships  is  critical  to  your  success, 
s  why  El  Paso  Global  Networks  offers  our  partners  a 
a  new  model  of  customer  service.  A  model  that 
des  the  best  wholesale  data  telecommunications 
uct  suite  on  the  market,  seamless  end-to-end 
f  ectivity  provisioned  at  the  speed  of  light,  and 
'ative  product  development. 


We  also  understand  that  it  takes  more  than  superior 
service  to  transform  an  industry.  It  takes  commitment 
and  insight.  At  El  Paso  Global  Networks,  we're  committed 
to  powering  the  transformation  through  our  Strategic 
Investment  Fund  to  help  you  speed  new  products  and 
services  to  market,  so  you  can  offer  your  customers  the 
latest  technology.  And  as  a  leader  in  bandwidth  trading,  we 
have  the  industry  insight  to  help  you  manage  risk,  analyze 
options,  and  shape  strategy.  Join  us  in  the  transformation 
and  raise  your  company  to  the  power  of  El  Paso. 

El  Paso  Global  Networks.  Bandwidth.  Raised  to  the 
power  of  El  Paso. 


eipaso 


Global 
Networks 
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Virtual  Reality  Check 

Up  close  and  personal  with  the 

world's  best  head  trip 

I  CREEP  ALONG  the  yellow  stone  floors  of  a  deserted 
castle,  clutching  a  huge  gun.  An  eight-foot  steel-fisted  villain 
slams  into  me,  knocking  my  head  off.  Startled,  I  have  the  sen- 
sation of  falling,  of  dropping  dead  —  but  I'm  not  scared  or 
deceived.  In  fact,  I  smile. 

With  my  3D  glasses  and  a  joystick  for  a  gun,  I'm  stepping 
gingerly  inside  a  10-by-10-by-9-foot  cube  called  a  CAVE 
(for  Cave  Automatic  Virtual  Environment).  A  supercomputer 
hums  in  the  background.  Call  it  the  world's  most  expensive 
video  game. 

At  about  $1  million  apiece,  a  well-equipped  CAVE  is  no  play- 
ground. Some  60  to  75  CAVE-like  environments  have  been 

built,  most  of  them 
at  labs  like  GM, 
for  car  design,  or 
Sandia  National 
Laboratories,  for  a 
counterterrorist 
training  program. 

"As  it  stands 
now,  VR  [virtual 
reality]  is  more  or 
less  a  practical 
field  of  study,"  says 
Paul  Rajlich,  who 
heads  Visbox,  a 
VR  startup.  "A 
company  wants  to 

design  a  product  quicker  or  cheaper,  a  scientist  wants  to  see  a 
molecule  in  3D,  things  like  that." 

As  a  graduate  student,  Rajlich  was  interested  in  combining 
virtual  reality  with  the  rich  graphics  of  computer  games.  He 
designed  CAVE  Quake  II  in  his  spare  time  at  the  National 
Center  for  Supercomputing  Applications  at  the  University  of 
Illinois.  CAVE  Quake  II,  which  has  been  installed  in  about  30 
CAVEs,  is  considered  by  many  people  to  be  the  world's  best 
virtual  reality  game. 

Eventually,  experts  say  we'll  have  true  virtual  reality,  like  the 
stuff  in  the  movies.  "It's  not  a  matter  of  if  but  when,"  explains 
Linda  Jacobson,  virtual  reality  evangelist  at  SGI,  the  company 
that  makes  the  Onyx2  CAVE  supercomputer.  Haptic  feedback 
suits,  she  says,  someday  may  be  able  to  convey  feelings  like  heat, 
cold,  and  pain  to  the  human  body.  The  Human  Interface 
Technology  Lab  at  the  University  of  Washington  and  companies 
such  as  Microvision  are  developing  retinal  display  technology 
that  flashes  images  directly  onto  the  eye. 

With  CAVE  Quake  II,  you  get  a  glimpse  of  what  lies  ahead. 
Rajlich  believes  today's  high-end  virtual  reality  will  become 
less  expensive  and  available  to  most  people  in  five  to  10  years. 

ANDREW  FREIBURGHOUSE 


SHOOT  TM  UP:  Paul  Rajlich  faces  down  a  monster. 


ASAP 

Records 

In  the  Chips 

Faster  than  a  speeding  bullet 


Category:  Smallest  transistor 
Record  Holder:  Intel  Corp. 
Record:  30  nanometers  in 
size  and  three  atomic  layers 
thick  (a  nanometer  is  one- 
billionth  of  a  meter,  and 
100,000-plus  atomic  layers 
equals  the  thickness  of  a 
piece  of  paper). 

It's  been  36  years  since 
Gordon  Moore  made  his 
famous  observation  that  the 
number  of  transistors  that 
can  be  squeezed  on  a  chip 
would  double  every  18  to 
24  months. 

Even  Intel  scientists 
have  been  saying  that  the 
law  was  about  to  run  its 
course.  But  an  improvement 
in  insulation  technology 
allowed  Intel  to  announce 
last  December  the  creation 
of  its  latest  transistor,  which 
is  almost  half  as  thin  as  the 
previous  record  holder's  and 
capable  of  making  2  million 
calculations  in  the  time  it 
takes  a  speeding  bullet  to 
travel  one  inch. 

Bet  you  didn't  know:  The 

year  after  Moore  and  Bob 
Noyce  founded  Intel  in 
1968,  annual  sales  of  Intel's 
first  bipolar  memory  chip 
were  less  than  $3,000. 

Category:  Best-selling 
video  game 
Record  Holder:  Super 
Mario  64 

Record:  5.6  million  units 

When  Nolan  Bushnell  in- 
stalled his  first  Pong  game  at 
Andy  Capp's  Tavern  in  Sunny- 
vale, California,  in  1972, 
he  had  no  idea  that  he  was 
giving  birth  to  a  more  than 
$6.5  billion-a-year  industry. 


According  to  one  of  th 
primary  keepers  of  the  da' 
NPD  Group,  which  didn't 
begin  compiling  official 
numbers  until  1995,  Supe: 
Mario  64  has  sold  the  mo 
single-game  units  since 
1995  —  5.5  million  to  5.6 
million — and  is  in  all  like 
hood  the  all-time  champic 
although  Nintendo's  Poke 
mon  Yellow  is  threatening 
the  record. 

Bet  you  didn't  know: 

The  U.S.  Department  of 
Energy's  Brookhaven 
National  Laboratory  was  j 
the  unlikely  home  of  the 
first  video  game,  Tennis 
for  Two,  designed  by  Willi! 
Higinbotham  in  1958. 

Category:  Fastest  speed  ail 
which  humans  have  travell 
Record  Holders:  Thomas 
Stafford,  Eugene  Cernan, 
and  John  Young 
Record:  24,790  mph 

On  May  26,  1969,  the 
crew  of  Apollo  10  hurtled  | 
through  space  faster  than 
any  other  humans.  That 
record  has  yet  to  be  broke I 
NASA  scientists  say  they  [ 
have  the  know-how  to  smj 
the  Apollo  10  record,  if 
funding  is  ever  approved  fl 
a  trip  to  Mars. 

Bet  you  didn't  know: 

The  land  speed  record 
has  been  held  for  the  last 
three  years  by  British  race  I 
Andy  Green,  racing  at  76; | 
mph  in  a  ThrustSSC,  a 
car  with  a  jet  engine  that 
has  more  than  110,000 
horsepower. 

EDWARD  CLENDANl 


20    I   Forbes  ASAP   April  2,  2001 


"Very  responsive." 

Delphi  Automotive  Systems  is 
working  to  make  vehicles  respond 
to  drivers  as  well  as  the  road.  Our 
Communiport"'  Mobile  M  u  It  i  Media 
Systems  can  navigate,  download,, 
read,  listen  and  speak.  Our 
Forewarn"1  Collision  Avoidance 
Systems  will  help  drivers  see 
360  degrees  around  them.  And 
our  42-volt  system  can  power 
all  this. .  .and  more.  To  find  out 
more  about  how  these  future 
technologies  can  respond  to 
you,  visit  www.delphiauto.com. 


Automotive  Systems 


Driving  Tomorrow's  Technology 


Launch 


Being  There 


In  the  center  of  Silicon  Valley, 

a  hotel's  experiment  brings  the  first 
virtual  concierge  into  the  real  world 

FOR  SIX  YEARS,  concierge  Anna  Morris  worked  in 
the  lobby  of  the  Westin  Hotel  in  Santa  Clara,  California, 
answering  questions  ranging  from  how  to  unzip  computer  files 
to  what  to  do  if  you've  packed  two  left  dress  shoes  and  your 
interview  is  in  an  hour.  But  perhaps  her  most  challenging 
inquiry  came  recently,  when  a  man  asked,  "Are  you  real,  or  are 
you  a  computer?" 

It  was  a  reasonable  question,  given  that  hotel  guests  saw 
only  an  image  of  Morris  projected  on  a  44-inch  plasma  moni- 
tor behind  the  concierge  desk  where  she  used  to  work.  In  the 
past  five  months  she  has  stepped  out  of  her  physical  role  and 
into  a  virtual  one,  so  she  can  operate  75  miles  away  from  the 
hotel  with  the  flexibility  her  life  demands.  After  five  years  of 
battling  the  two-hour  commute  from  her  home  in  Antioch. 
California,  she  was  exhausted.  Gridlock,  coupled  with  the 
arrival  of  her  second  child,  forced  her  to  consider  quitting  her 
job  unless  an  alternative  arrangement  could  be  made. 

Bruce  Carpenter,  the  hotel's  general  manager,  says  two  fac- 
tors played  a  role  in  the  decision  to  go  virtual:  the  six  years  of 
intellectual  capital  that  Anna  had  acquired  on  the  job  (learn- 
ing everything  from  where  to  buy  a  laptop  battery  to  the 
fastest  wav  to  travel  to  San  Francisco)  and  her  close  relation- 


Dying  Wishes 


THE  STARTUP  STILL  HAD  more  than  300  employees. 
Its  stock  was  in  the  toilet  at  34  cents.  A  second  round  of  cuts 
was  expected  in  a  week.  This  conversation  was  culled  from 
the  company's  intranet: 


To:  Feliow  Employees 

From:  (An  employee) 

Subject:  THE  question 
OK.  I'll  ask  the  question  everyone  has. ..Who 
do  I  see  to  buy  a  couple  of  the  Aeron  chairs? 


To:  Fellow  Employees 
From:  (Another  employee) 
Subject:  RE:  THE  question 
And  what  about  monitors  and  computers? 


To:  Fellow  Employees 

From:  (Company's  founder  and  deposed  CEO) 
Subject:  RE:  THE  question 
Guys,  I  think  you  are  way  ahead  of  yourselves  here. 

CAROL  POGASH 


ships  with  the  hotel's  regular  guests  (some  of  whom  spenq 
many  as  100  nights  a  year  at  the  Westin). 

The  hotel  spent  more  than  $40,000  to  install  videoconj 
encing  equipment  and  to  hook  up  an  always-on  Tl  line  i; 
empty  upstairs  bedroom  in  Virtual  Anna's  house.  "It  was 
stantial  investment,"  says  Carpenter,  "but,  honestly,  so  i 

The  new  arrangement  allows  Morris  to  work  from  7  al 
to  noon,  take  afternoons  off  with  her  children,  and  go  bacb 
front  of  the  camera  from  5  to  8  p.m. 

Not  everyone  who  approaches  the  desk  is  comfortai 
talking  to  a  3-by-4-foot  monitor,  hung  slightly  above  | 
level.  Today,  as  two  young  men  skirt  the  perimeter  of 
room,  averting  their  eyes  and  looking  at  her  only  when  tl 
think  she's  not  looking  back,  it's  easy  to  think  of  Virtual  Ar 
as  one  part  confessional  and  one  part  Wizard  of  Oz.  V 
hotel  guests  ask  the  friendly  pixelated  face  where  to  buy  e 
ble  underwear  or  repeat  that  they  want  T-R-O-J-A-X-S? 

"Can  I  help  you?"  she  asks  the  startled  young  men.  "IB 
they  giggle.  "Hmm,  yes,  uh,  wow,  could  you  give  us  so 
maps  of  the  conference  rooms?" 

Being  virtual  is  not-  always  good.  The  occasional  techni 
glitch  freezes  Morris'  face  into  one  position  while  her  vo 
continues.  And  there's  a  special  hazard  associated  with  i 
being  physically  present:  Last  year,  as  several  guests  checl 
out,  they  stopped  by  the  monitor  to  thank  Morris  for  1 
help.  "I  have  a  present  for  you,"  said  one  man,  flashing  a  b 
of  chocolates  in  front  of  the  camera,  "but  you're  not  here, 
I  guess..." 

"Oh,"  said  Virtual  Anna,  thinking  quickly.  "Thank  y< 
Actually,  you  can  leave  them  in  the  second  drawer  to  your  lei 

RODES  FISHBUR 
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>  Outsourced  E-mail 


You  have  his  permission... 

now  what?  [ 


The  secret  to  a  successful  e-mail  campaign 
is  knowing  what  people  want.  At  e-centives®, 
we've  become  the  leading  online  direct  market- 
ing infrastructure  company  by  giving  consumers 
what  they  want. 

Now,  with  e-centives'  outsourced  e-mail  services, 
you  can  get  what  you  want:  better  customer 
relationships  and  better  results. 

Since  1996,  we've  built  a  business  around  per- 
sonalized, permission-based  online  marketing. 
We  send  millions  of  personalized  e-mails  every 
day  for  some  of  the  biggest  names  in  business. 
And  we're  ready  to  bring  you  all  the  benefits  of 
targeted  e-mail  marketing— without  all  the  hassles. 

Personalized  e-mail  can  be  a  logistical  night- 
mare, e-centives  makes  it  a  marketing  dream. 
Our  reliable  technology  enables  us  to  test  different 


versions  of  your  message,  dynamically  merge 
your  content,  ensure  delivery  and  measure 
response  against  a  broad  range  of  variables. 

■  targeted  personalization  technology 
■I  experienced  e-mail  list  management 

■  knowledgeable  list  brokerage 

■  top-notch  creative  and  rich  media 

■  proven  delivery  systems 

■  insightful  tracking  and  reporting 

Before  you  start  your  next  e-mail  campaign, 
contact  us... give  your  customers  what  they 
want,  and  they'll  give  you  what  you  want. 


arn  more  about  outsourced  e-mail  and  our  other  solutions,  visit  us  at  www.e-centives.com/corp  or  call  1 .877.ECENTIVES. 


©  1999-2001  e-centives",  Inc.  All  rights  reserved,  e-centives'  and  e-centlves  logo  are  the  exclusive  trademarks  of  e-centives,  Inc. 
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Geek  Hero 

Inventor  of  the  pocket  protector 

says  it  was  all  an  accident 

WHEN  THE  HISTORY  of  the  digi- 
tal age  is  written,  a  special  place  should 
be  reserved  for  Gerson  Strassberg. 

An  electrical  engineer,  Strassberg, 
appropriately  enough,  used  cutting-edge 
technology  in  1952  to  invent  geekdom's 
ultimate  badge  of  honor:  the  pocket 
protector. 

Nearly  50  years  later,  Strassberg  is 
president  of  Angler's  Roslyn  Group, 
a  plastics  company  in  Flushing, 
New  York,  that  manufactures 
more  than  400  types  of 
stationery,  art,  and  school 
supplies.  And  the  com- 
pany still  makes  nerd- 
dom's  first  fashion 
statement.  It's  the 
only  remaining 
pocket-protec- 
tor manufacturer 
in  the  United  States. 
Following  World  War  II, 
Strassberg  was  a  developer  of  high- 
powered  radio  frequency  weldings,  the 
technology  that  powers  television  and 
helped  pave  the  way  for  the  develop- 
ment of  plastic  products. 

"It  happened  by  accident,"  Strass- 
berg says.  "I  was  just  starting  up  my 
company,  and  we  were  making  the  clear 
plastic  covers  that  cover  bankbooks.  At 
that  time,  ballpoint  pens  were  prone 
to  leaking.  One  day  I  cut  one  side  of 
the  plastic  longer  than  the  other.  The 
phone  rang,  so  I  stuck  the  plastic  in  my 
pocket  and  thought,  'Wow,  this  might 
make  a  great  product.'  " 

Strassberg's  sales  of  pocket  protec- 
tors peaked  in  the  late  1960s  at  nearly  a 
million  per  year  before  falling  precipi- 
tously in  the  1980s.  He  still  sells  close  to 
100,000  a  year,  although  he  admits  that 
sales  continue  to  decline. 

Strassberg  still  wears  his  pocket  pro- 
tector proudly  in  the  tony  community 
of  Roslyn  Harbor  on  Long  Island,  New 
York,  where  he's  been  mayor  for  more 
than  a  dozen  years. 

EDWARD  CLENDANIEL 


The  Humane 

Touch 


The  Toyota  Prius 


WITH  ALL  THE 

millions  we  spend 
on  automotive  safety 
devices,  from  air  bags 
to  recessed  door  handles, 
I'm  amazed  at  the  inter- 
face features,  ranging 
from  dumb  to  dangerous, 
that  we  still  have.  Many 
could  be  fixed  for  pen- 
nies. New,  high  tech  cars 
are  no  exception. 

My  Toyota  Prius  is 
one  of  the  first  of  a  new 
breed  of  automobiles 
that  are  powered  by  both 
gas  and  electricity.  It  has 
plenty  of  power,  and  the 
handling  is  spry.  Though 
it's  a  five-passenger, 
3,000-pound  car,  it's 
been  averaging  44  miles 
per  gallon.  You  don't  plug 
it  in;  the  gasoline  engine 
keeps  the  batter)'  charged. 
It  gets  its  efficiency  by 
using  the  electric  motor  in 
driving  conditions  where 
gas  engines  are  at  their 
worst.  A  high  tech  gas 
engine  and  a  continuously 
variable  transmission 
keep  the  engine  at  peak 
efficiency  over  a  wide 
range  of  speeds.  The  Prius 
seldom  idles;  the  engine 
shuts  down  entirely  when 
you  stop.  Until  you  get 
used  to  it,  you  worry  that 
the  car  has  stalled  at 
every  stoplight. 

The  Prius'  advanced 
engineering  extends  to 
the  driving  interface. 
More  than  a  dozen 
microprocessors  seam- 
lessly blend  the  complex 
drivetrain  technologies  so 
that  the  automatic  trans- 
mission feels  no  different 
than  a  traditional  one. 


Hybrid  car,  mongrel  interface 


Another  good  move: 
The  speedometer  is  big, 
bright,  and  is  centered  at 
the  junction  of  the  wind- 
shield and  dashboard. 
You  don't  have  to  shift 
your  eyes  from  the  road 
to  see  the  information. 

There's  also  a  largish 
LCD  panel,  like  the 
screen  on  a  small 
portable  computer.  Its 
best  feature  is  a  bold 
green  vertical  bar  that 
indicates  current  fuel 
consumption.  This  is 
a  psychological  induce- 
ment to  get  the  best 
mileage  you  can,  and  it 
further  rewards  you  with 
gold  stars.  You  drive  to 
pump  up  the  green  and 
go  for  the  gold. 

Unfortunately,  after 
designing  these  wonders, 
Toyota's  engineers  turned 
off  their  brains.  One 
defect:  The  car  has  a 
"spoiler"  wing  above 
the  trunk.  I  was  told  that 
it  cleans  up  the  air  flow 
and  adds  2  to  3  mpg  to 
the  car's  performance. 
Hogwash.  I  took  my 
spoiler  off  and  kept  care- 
ful records.  No  change, 
except  that  the  view  to 
the  rear  was  improved. 
Spoilers  are  at. the  turn 
of  the  century  what  fins 
were  a  few  decades  ago. 

One  of  the  bad  things 
about  typical  automatic 
transmissions  is  that  you 
have  to  hold  the  brake 
to  keep  your  car  from 
creeping  forward.  Prius 
engineers  programmed 
the  car  to  slavishly  mimic 


this  errant  behavior. 
Other  problems: 
The  shift  lever  mov 
up  and  down  while  th 
shift  indicator  runs  rig 
and  left.  Every  driver 
I've  watched  sometime 
moves  the  shift  lever  ii 
the  wrong  direction. 

The  radio  controls 
especially  dreadful.  Ea 
station  is  a  tiny  graph 
button  on  the  touch 
screen,  which  means 
you  can't  feel  them;  yo 
must  take  your  eyes  ol 
the  road.  This  is  a  nq 
criminal  design  decisij 
that  seems  likely  to 
cause  accidents.  Settm 
stations  is  so  counter 
intuitive  that  even  my 
techno-savvy  teenage 
can't  figure  it  out. 


In  spite  of  all  these 
interface  horrors  (and 
there  are  many  more), 
owning  a  Prius  gives 
you  an  ineffable  feelir 
of  virtue.  You're  sippi 
the  natural  resources 
that  others  are  guzzlir 
And  when  a  Ferrari  p 
up  alongside,  there's  r 
need  to  be  jealous.  It'i 
old  technology. 

JEF  RAS 
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FORDABLE  COLOR  COPIERS 


The  Toshiba  FG22  color  copier  boasts  our  exclusive  Color  Inline  Printing  System, 
which  makes  it  the  fastest,  smallest  and  most  affordable  copier  in  its  class.  Delivering  an 
unprecedented  9600x600  dpi  color  resolution,  this  champ  comes  network-capable  so  you  can 
print  remotely  and  color  scan  on  the  fly.  In  short,  it's  a  whole  lot  of  copier  for  very  little  coin. 
For  more  information  on  our  copiers,  fax  machines  and  printers  visit  copiers.toshlba.com. 


ia  America  Business  Solutions,  Inc  Electronic  Imaging  Division  All  rights  reserved 


TOSHIBA 

Don't  copy.  Lead. 
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The  Graying  of  Netscape 

Bureaucrats  halt  threat  to  email  system 

WHEN  THE  COMMERCIAL  Internet  was  young, 
Marc  Andreessen  was  a  god,  and  the  parabolic  trajectory  of 
the  dot-com  craze  was  in  its  the-sky's-the-limit  phase,  I  had  an 
email  address  with  great  cachet.  Having  signed  on  to  help 
Netscape  cofounder  Jim  Clark  write  a  book  about  the  creation 
of  the  company  and  its  fierce  struggle  with  Microsoft,  I  was 
given  access  to  the  company's  internal  email  system  with  the 
cool  email  address:  owen@netscape.com.  Occasionally,  when  I 
had  technical  trouble,  I  called  a  nice  guy  named  Scott  and  he 
invariably  said,  "Sure,  man,  I'll  get  it  fixed."  I  kept  using  that 
cool  address  even  after  Clark  left  the  company  and  America 
Online  took  over. 

Last  fall  I  came  back  from  a  monthlong  trip  abroad  to  dis- 
cover that  I  couldn't  get  into  my  owen@netscape.com  account. 
What  if  Martin  Scorsese  wanted  to  buy  the  rights  to  some 
long-forgotten  short  story?  Placing  a  frantic  Mayday  call  to 
Netscape,  I  learned  that  my  access  had  been  terminated  after 
someone  discovered  I  wasn't  an  employee. 

OK,  I'd  been  freeloading  and  I  was  busted.  I  made  no  plea 
for  reinstatement,  asking  rather  that  I  might  be  let  into  the 
sanctum  sanctorum  long  enough  to  collect  my  no  doubt  volu- 
minous mail.  Janet,  the  woman  on  the  other  end  of  the  phone, 
dropped  her  voice  almost  to  a  whisper:  "Oh,  I  couldn't  do  that. 
I  might  lose  my  job."  Janet's  paranoia  was  something  I  hadn't 
run  into  at  Netscape  before.  In  the  merging  of  corporate  cul- 
tures, clearly  Netscape's  creative  culture  had  been  submerged  as 
AOL's  had  triumphed.  Janet  promised  to  get  back  to  me.  When, 
after  several  days,  I  had  heard  nothing,  I  called  back  and  asked 
if  my  mail  might  simply  be  forwarded  to  my  new  email  address. 
Again,  Janet  said  with  a  worried  tone  that  she  wasn't  author- 
ized to  do  this.  Time  trudged  forward.  In  the  next  message  I  left 


on  Janet's  phone  machine,  I  mentioned  my  lawyer's  opinl 
that,  given  that  I  hadn't  been  told  of  the  cutoff,  Netscape  t 
no  legal  right  to  keep  me  from  my  mail.  Janet  called,  annouj 
ing  with  obvious  relief  that  I'd  soon  be  hearing  from  somel 
named  Bill.  I  was  moving  up  the  food  chain.  After  several  ml 
days,  Bill  did  call  and  assured  me  he  was  working  on  " 
problem"  and  he'd  get  back  to  me.  He  didn't.  By  now,  soma 
my  undelivered  mail  was  almost  three  months  old.  At  last 
sent  an  email  deploring  the  unwelcome  new  unresponsiver* 
of  the  AOL  version  of  Netscape.  A  few  days  later  I  received! 
email  from  the  embattled  Bill,  written  in  the  finest  corpoij 
huff-puffery,  telling  me  that  as  a  four-year  employee  of  N 
scape,  he  would  choose  to  ignore  my  insulting  language, 
informed  me  that  he  and  his  colleagues  were  fully  engaged 
helping  facilitate  "the  largest  corporate  merger  in  history," 
some  problems,  like  mine,  necessarily  had  a  low  priority.) 
other  words,  "Back  off,  man,  we're  big  and  getting  bigger.1 
It's  not  hard  to  imagine  how  things  are  going  to  go  a 
that  AOL  has  swallowed  up  Time  Warner.     OWEN  EDWAR 


Size  Matters 

HOW  COMPETITIVE  are  Larry  Ellison 
and  Bill  Gates?  Recently,  Oracle  founder 
Ellison  started  prepping  an  entry  for  the  2003 
America's  Cup  yacht  race  because  he  has 
a  bad  case  of  Microsoft  envy.  "Part  of  his 
motivation  for  competing  was  a  perception 
that  either  Gates  or  [Microsoft  cofounder 
Paul]  Allen  was  behind  the  Seattle  effort," 
telecommunications  entrepreneur  Craig 
McCaw  told  the  New  York  Times. 

Larry,  Larry,  Larry.  Is  this  any  way  for  a 
multibillionaire  to  behave?  Probably  not — 


but  then,  Ellison  and  Gates  have  a 
long-standing  feud.  The  high  tech  titans 
started  one-upping  each  other  at  their 
very  first  face-to-face  meeting,  at  Ellison's 
Atherton,  California,  home  in  the  late 
1980s.  It  was,  arguably,  the  day  Ellison 
and  Gates  started  to  seriously  get  on  each 
other's  nerves. 

Ellison  began  by  showing  Gates  around 
his  expansive  home,  with  its  white  oak 
floors,  authentic  Japanese  gardens,  and  a 
gallery  where  he  displayed  his  collection  of 
antique  Kabuto  helmets.  While  pumping 
Ellison  for  information,  Gates,  who  was 


pleasant  enough  about  the  house,  managed 
to  slip  in,  "I'm  building  a  bigger  one." 

Ellison  quickly  got  even.  Knowing  that 
Gates  was  awaiting  delivery  on  a  customized 
Porsche  959,  Ellison  bested  his  rival  by  driving 
him  to  the  airport  in  a  Ferrari  Testarossa. 

Then,  of  course,  there  is  the  much- 
reported  story  that  Ellison  hired  a  private 
detective  to  rifle  through  Gates'  garbage. 

The  final  irony  of  the  America's  Cup  I 
story  is  that  Gates  is  not  competing  in  the 
America's  Cup.  So  this  round,  at  least, 
goes  to  Gates — for  doing  nothing. 

Larry,  Larry,  Larry.        MIKE  WILSON 
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MILLION  DOLLAR  SERVICE 

WITH  OVER 

IALF  A  MILLION 

IN  SAVINGS 


ks  Incorporated  has  long  been  famous  for  attentive,  personal  service.  So  when  they  wanted  to  restyle  their  customer  service  operations  for  today's 
isiness  environment,  they  chose  Aspect.  Using  Aspect8  CRM  solutions,  Saks  integrated  three  contact  centers  into  a  single  virtual  contact  center.  Without 
ding  a  single  agent,  Saks  now  handles  16%  more  customer  interactions. Whenever — and  however — their  customers  choose.  It's  all  resulted  in  three-quartera 
■  a  million  dollars  in  annual  savings,  while  preserving. Saks'  legendary  service  for  generations  to  come.  It  seems  that  success  does  indeed  come  gift-wrapped. 

let  the  whole  story  behind  Aspect's  solution  for  Saks  at  www.aspect.com/go/maxprofits  or  call  us  at  1-888-4 1 2-7728. 

pect  and  the  Aspect  logo  are  trademarks  and/or  service  marks  of  Aspect  Communications  Corporation  in  the  United  States  and/or  other 
jntries'.AII  other  product  or  service  names  mentioned  in  this  document  may  be  trademarks  of  the  companies  with  which  they  are  associated 
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ETTER  FROM  WASHINGTON 
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|Q|  U;i  IT 

DIGITAL  D.C. 

The  one-employer  town  makes  the  transition  from 

spending  money  to  making  money     By  Carl  M.  Cannon 


Iistorically,  Washington,  D.C,  was  always  a 
company  town,  except  that  company  was  not  really 
a  company  at  all.  It  was  the  federal  government.  For 
ly  years,  the  largest  private  employer  in  the  city  was  the 
;hington  Post,  which  is  a  fine-sized  media  company  but 
exactly  Standard  Oil. 
The  most  prestigious  jobs  were  government  posts,  jobs 
Dying  the  government,  or  journalism  gigs  writing  about  the 
ernment.  Washington  was  good  at  spending  money  — 
er  people's  money — but  hardly  anyone  gave  the  first 
Light  to  how  to  make  it.  With  the  exception  of  the  home 
ders  who  denuded  Northern  Virginia  of  its  forests,  the  few 
^uls  who  gravitated  to  this  town,  such  as  candy  fortune 
Forrest  Mars  Jr.  and  Washington  Redskins  owner  Jack 
it  Cooke,  tended  to  have  inherited  their  money  or  earned 
sewhere.  The  capital's  inhabitants  possessed  little  taste  for 
italism,  let  alone  a  bold  entrepreneurial  spirit. 
That  Washington  is  gone  now. 

n  the  past  two  decades,  the  nation's  capital  and  its  sur- 
nding  suburbs  in  Maryland  and  Virginia,  especially  Vir- 
a,  have  undergone  a  metamorphosis.  The  New  Economy 
ntrenched  here,  planted  by  a  generation  of  mostly  home- 
wn  privateers  who've  altered  the  landscape,  culture,  and 
">s  of  official  Washington, 
merica  Online  is  based  in  Northern  Virginia.  So  are  hun- 
jjds  of  spin-offs,  such  as  Proxicom,  which  provides  Internet 
8'iitions  to  large  companies.  It  was  founded  by  a  34-year-old 
fiiner  congressional  aide  named  Raul  Fernandez. 
1  The  Washington  area  just  keeps  cranking  out  these  guys. 
th  of  the  latest  arrivals  on  the  scene  is  Reggie  Aggarwal, 
Ip  three  years  ago — at  the  age  of  28 — started  a  nonprofit 
■■tworking  Nirvana"  called  the  Indian  CEO  High  Tech 
llincil  in  Northern  Virginia.  Aggarwal  grew  up  in  the  Wash- 
Iton  area — his  parents  were  government  engineers — so  he 
Its  politics  as  much  as  technology.  He  is  now  touting  cell 
line  magnate  Mark  Warner  of  Alexandria,  Virginia,  as  the 
B  pre  of  the  Democratic  Party.  Warner  lost  a  1996  bid  for  the 
If.  Senate  but  is  preparing  a  run  for  governor  that  worries 
llmblicans.  Last  year,  the  British  ambassador  hosted  a 
Ilk-tie  reception  for  the  Indian  CEO  High  Tech  Council, 
lire,  according  to  Washington  hostess  and  journalist  Sally 
J  Inn,  Warner  took  Chuck  Robb  by  the  arm  and  said,  "Let  me 
Hoduce  you  to  a  few  people."  Robb,  remember,  is  a  Vietnam 
■Jf  hero  who  at  the  time  represented  Virginia  in  the  Senate 


and  who  is  the  son-in-law  of  late  President  Lyndon  B.  John- 
son. Those  used  to  be  pretty  good  Washington  credentials. 
Never  mind  that  Warner  has  never  won  an  election;  he  has  a 
hundred  million  in  the  bank. 

And  so  it  goes  in  the  New  Washington. 

Today,  the  Washington  area  has  more  private-sector  tech- 
nology workers  than  government  employees.  Tysons  Corner, 
Virginia,  which  30  years  ago  was  an  indoor  shopping  mall 
with  a  Woolworth's  five-and-dime,  is  a  thriving  "edge  city" — 
one  of  those  gleaming  employment  centers  that  ring  estab- 
lished municipalities — with  more  office  space  than  all  of 
downtown  Miami.  On  Capitol  Hill,  Robert  F.  Kennedy 
Stadium  no  longer  hosts  football  or  baseball.  The  Redskins 
are  now  owned  by  self-made  telemarketing  and  advertising 
billionaire  Daniel  M.  Snyder,  36,  a  fixture  at  events  such  as 
the  annual  White  House  Correspondents  Dinner.  For  a  27- 
year,  $205  million  deal,  Snyder  changed  the  name  of  his  home 
stadium  from  Jack  Kent  Cooke  Stadium  to  FedEx  Field. 

Likewise,  the  town's  pro  hockey  and  basketball  teams  are 
co-owned  by  an  AOL  man,  Ted  Leonsis.  Upon  assuming  the 
helm,  Leonsis  imported  Michael  Jordan  to  run  the  hoops  part 
of  his  empire.  Those  teams  play  in  MCI  Center,  an  arena 
named  after  another  moderately  successful  local  outfit. 

It's  hard  for  social  commentators  to  pinpoint  exactly  when 
all  this  started,  but  futurist  Joel  Garreau,  author  of  Edge  City, 
knows  when  he  first  noticed  something  changing.  It  was  the 
spring  of  1990,  and  he  was  sitting  at  the  walnut-paneled  bar 
at  Tysons  Corner's  swanky  Tower  Club. 

"By  then  the  [real  estate]  bubble  burst  in  1989,  and  I  was 
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there  one  day  and  there  were  people 
with  no  jackets  and  corduroys — some 
of  'em  in  flannel  shirts,"  Garreau  recalls. 
"I  thought,  'This  place  is  really  going 
to  shit.'  I  mean  one  guy,  literally,  had  a 
plastic  pencil  case  in  his  shirt  pocket. 
Well,  I  totally  missed  it,  but  in  hindsight, 
I  now  know  that's  when  the  power  all 
shifted  away  from  the  people  who  built 
the  buildings  to  the  people  who  occu- 
pied them.  For  all  I  know,  the  guy  with 
the  pocket  protector  was  Steve  Case." 

Something  big  was  definitely  going  on 
in  those  office  buildings  ringing  Washing- 
ton. The  nation's  capital,  as  it  happens, 
has  more  edge  cities — 16  of  them — than 
any  metropolis  in  the  world.  This  is  not  a 
coincidence,  just  as  it's  no  accident  that 
Northern  Virginia  developed  into  a  kind 
of,  well,  if  not  Silicon  Valley  East,  then 
at  least  a  Southern  version  of  Boston's 
Route  128. 

Washington  had  two  things  going 
for  it:  The  first  was  a  lack  of  any  real 
industrial  base,  either  manufacturing  or 
agricultural.  The  second  was  its  proxim- 
ity to  the  government.  The  lack  of  a  blue- 
collar  base  meant  that  Washington  was 
ahead  of  the  game  in  having  a  work- 
force that  was  used  to  moving  paper, 
moving  ideas,  as  opposed  to,  say,  tons 
of  steel  or  bushels  of  grain.  The  second 
advantage  was  even  greater.  MCI,  for 
example,  moved  here  because  it  was 
trying  to  knock  AT&T,  a  government- 
regulated  monopoly,  from  its  perch. 
Even  more  to  the  point:  Being  close  to 
the  seat  of  government  means  being 
near  government  procurement  and  con- 
tracting officers. 

In  unprepossessing  buildings  in  places 
like  McLean,  Virginia,  and  Bethesda, 
Maryland,  firms  such  as  Mitre  and  BDM 
International  already  employed  academ- 
ics, ex-civil  servants,  and  military  veterans 
with  engineering  degrees  and  solid  work 
habits  to  solve  problems — some  of  them 
highly  classified — for  the  government. 
The  work  the  "beltway  bandits"  did  was 
practical,  not  theoretical.  They  were  "sys- 
tem integrators,"  designing  things  like 
more  efficient  payroll  structures  and  bet- 
ter submarine  killers.  Yes,  the  Cold  War 
was  wasteful,  but  it  also  made  much 
possible.  In  Where  Wizards  Stay  Up 
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hate:  The  Origins  of  the 
Internet,  Katie  Hafner  and 
Matthew  Lyon  detail  how  the 
work  developing  the  Net  took 
place  in  the  Cambridge,  Mass- 
achusetts, labs  of  Bolt,  Bera- 
nek  &  Newman  and  later  at 
UCLA  and  Stanford.  They  also  note  that 
the  client  for  this  magical  work  was... 
the  Pentagon. 

Later,  the  $1.5  trillion  Reagan-era  mil- 
itary buildup,  coupled  with  cuts  in  Penta- 
gon civilian  employment,  turned  these 
bureaucrats  loose  on  the  economy.  They 
did  not  disappoint.  As  it  turns  out,  smart, 
government-trained  engineers  with  a 
profit  motive  are  a  formidable  economic 
force.  The  new  Washington  economy  is 
being  driven  by  people  like  Jonathan 
Price,  who  couldn't  hack  being  a  cog  in  a 
government  agency.  So  Price  bailed  out  of 
the  government,  and  then  out  of  a  big 
corporation,  and  founded  Cache  Box, 
a  little  Arlington,  Virginia,  startup  that, 
with  seed  money  provided  by  a  couple 
of  small-to-middling  U.S.  Navy  contracts, 
is  merely  reinventing  the  cash  register. 

WHAT  DOES  IT  ALL  MEAN? 

One  positive  development  is  that  bureau- 
crats in  the  public  sector  have  taken 
some  of  the  New  Economy  ethic  and 
incorporated  it  into  government — that's 
what  Al  Gore's  "reinventing  govern- 
ment" initiative  was  all  about.  Also, 
Washington  is  no  longer  immune  to  the 
ups  and  downs  of  the  national  economy. 
This  is  a  good  thing  for  everyday  Ameri- 
cans who  work  outside  the  government 
agencies  that  Ronald  Reagan  dubbed 
"the  puzzle  palaces  on  the  Potomac." 

The  biggest  consequence  of  the  New 
Economy's  takeover  of  Washington 
might  be  the  cross-pollination  between 
the  government  and  the  most  dynamic 
part  of  the  private  sector.  One  illustra- 
tion is  "venture  philanthropy"  or  "social 
enterprise,"  a  movement  whose  most 
passionate  advocate  is  Billy  Shore,  a 
former  top  aide  to  Democratic  presiden- 
tial aspirant  Gary  Hart.  Shore  founded 
an  antihunger  organization  called  Share 
Our  Strength,  which  has  raised  $60 
million  and  pioneered  the  concept  of 
social  enterprise,  or  entrepreneurship, 


Washington  is  no  longer 
immune  to  the  ups  and  dow 
of  the  national  economy.  This 
is  a  good  thing  for  everyday 
Americans  who  work  outsid 
the  government  agencies . 


on  behalf  of  poor  people. 

In  the  process,  Shore  has  become 
of  the  many  devotees  of  wealthy  Res 
Virginia,  software  mogul  Mario  Mor 
Morino  arrived  in  Washington  tH 
decades  ago  from  Cleveland  as  a  t 
nology  maven  with  the  navy.  Hav 
made  his  fortune,  Morino  is  hell-ben 
giving  something  back.  Those  eff 
have  encompassed  founding  the  Mo 
Institute  in  Reston  to  promote  ven 
philanthropy,  and  starting  the  Netprei 
Program  to  help  struggling  online  c 
panies  in  Washington,  D.C.  The  > 
Economy  players  who  echo  his 
whom  much  is  given,  much  is  expect 
refrain  include  AOL's  Steve  Case. 

The  ripple  effects  of  this  attitude 
impressive.  A  recent  study  showed  t 
during  1998,  taxpayers  from  the  W: 
ington  region  gave  3.9%  of  their  inq 
to  charity — almost  50%  more  than 
rest  of  the  country — and  local  four 
tions  contributed  $771  million  to  cha 

In  this  new  Republican  era  in  W; 
ington — or  half  Republican,  anywai 
the  phrase  "to  whom  much  is  gi\| 
much  is  expected"  may  strike  some 
GOP  hands  as  a  little  too  close  to  I 
Marx's  more  ominous  version:  "Fi| 
each  according  to  his  abilities,  to  e 
according  to  his  needs."  Not  to  wa 
The  "much  is  expected"  line  did 
originate  with  Steve  Case  or  Ma 
Morino  —  or  even  with  John  F.  K 
nedy,  who  cited  it  a  lot.  It  comes  ft 
the  Gospel  of  Luke  12:48  ("Every 
to  whom  much  is  given,  of  him  | 
much  be  required...")  and  it  sound 
you  look  at  it  from  an  entreprene 
ial  point  of  view,  like  a  pretty  go 
working  definition  of  "compassion 
conservatism." 


Carl  M.  Cannon  is  the  White  Ha 
correspondent  for  the  National  Joun 
His  "Letter  from  Washington' 
appear  regularly  in  Forbes  ASAP. 
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long     live     the  bananas 


Financial  markets  have  always  been 
ruled  by  fear  and  greed.  Now  they're  about 
to  be  rocked — by  a  revolution  that  will 
forever  change  the  $600  billion  agricultural 
industry.  Senesco  (OTC  BB:  SENO)  has 
developed  proprietary  gene  technology  that 
will  give  flowers,  fruits  and  vegetables 
a  longer  shelf  life  than  ever  before. 
Imagine  the  savings  Senesco  brings  to 
the  table:  growers  will  profit  from  reduced 
losses  due  to  spoilage;  distributors  will  spend 
less  on  shipping  and  handling;  consumers 
will  enjoy  fresher  produce  longer.  The  way 
we  see  it,  fear  and  greed  can  rest  in  peace. 


Visit  our  website  at  www.senesco.com 

to  see  how  Senesco  Technologies,  Inc. 
has  the  potential  to  give  the  entire 
agricultural  industry  a  fresh  lease 
on  life.  And  bring  on  the  bananas. 


For  information,  please  contact  Mr.  Phillip  Escaravage  at  (888)  474-SENO 


PUMPING 


BY  CHARLES  C.  MANN 

N  march  8,  1999,  a  tall,  thin  man  with  the 
wavy  blond  hair  and  permanent  tan  of  a 
surfer  gave  a  luncheon  speech  at  a  plush 
hotel  in  Santa  Monica,  California.  In  atten- 
dance were  more  than  150  media  firms, 
including  software  companies,  movie  stu- 
,  and  music  companies.  The  last  was  of  particular  interest 
31-year-old  speaker,  Michael  Robertson.  Robertson  ran 
all,  year-old  startup  called  MP3.com.  And  what  he  had 
ay  so  enraged  the  music  people  at  the  luncheon  that  sev- 
>f  them  actually  hissed. 

1  but  rubbing  his  hands  in  glee,  Robertson  leaned  over  the 
ium  and  surveyed  the  assembled  music  lawyers,  broadcast- 
ts  executives,  and  producers  from  the  major  labels.  Your 
iness  is  dead,  he  cheerfully  informed  them.  A  technological 
lami  is  coming,  and  it  will  sweep  you  away.  Lobbing  his 
!  nouncements  like  grenades  at  the  hostile  crowd,  Robertson 
ined  an  image  of  a  digital  Utopia  where  people  will  hear 
r  music  anywhere,  at  any  time,  on  any  device  connected 
vast  cloud  of  music  on  the  Internet. 

he  cloud,  which  will  contain  every  piece  of  music  ever 
rded,  is  sometimes  called  the  heavenly,  or  celestial,  juke- 
In  Santa  Monica  that  day,  Robertson  argued  that  the 
box  was  going  to  shake  up  the  hidebound  record  industry 
nothing  since  the  appearance  of  broadcast  radio  in  the 
Os.  People  would  visit  MP3.com  and  other  Web  sites  to  lis- 
to  or  purchase  the  music  they  wanted;  record  labels,  with 
r  bloated,  bureaucratic  staffs  of  marketers  and  producers, 
4ld  no  longer  have  room  to  insert  themselves  between  the 
ners  and  the  musicians.  Robertson  made  it  clear  that  he 
the  labels  as  dinosaurs  unaware  of  the  comet  rapidly 
:ending  upon  them  in  the  form  of  the  heavenly  jukebox, 
le  wonder  the  music  people  hissed  at  him! 
-rom  today's  perspective,  in  the  midst  of  the  dot-com 
5s,  it  is  tempting  to  look  back  on  such  apocalyptic  projec- 
is  with  a  smile.  Remember  when  everyone  believed  that 


the  upstarts  of  the  New  Economy  would  dethrone  all  those 
slow,  bloated  Old  Economy  firms?  Remember  when  100-year- 
old  firms  quaked  at  the  tread  of  20-something  geeks  invading 
their  halls?  Remember  the  book  Dow  36,000?  Today's  con- 
ventional wisdom  is  that  the  Internet  revolution  collapsed 
beneath  the  weight  of  its  worthless  stock  options. 

That's  true  enough  for  dot-coms  that  hoped  to  sell  toys  or 
dog  food.  But  despite  the  empty  office  space  in  Silicon  Valley, 
the  revolution  in  music  has  truly  happened;  indeed,  Robert- 
son's wildest-sounding  prophecies  have  been  surpassed. 
MP3.com  now  hosts  the  music  of  more  than  125,000  artists, 
all  offering  their  music  directly  to  the  listener.  In  December 
2000  alone,  people  downloaded  more  than  50  million  songs 
from  the  company — a  figure  that  keeps  growing.  Not  to  men- 
tion the  terabytes  of  music  flowing  around  Napster,  Gnutella, 
and  other  peer-to-peer  software  applications.  Whatever  the 
prospects  of  commerce  on  the  Internet  for  other  industries, 
it's  clear  that  the  music  industry  has  changed  forever. 

To  those  who  ask,  But  is  it  a  business? — an  appropriate 
query  given  the  recent  meltdown  of  thousands  of  great  ideas 
masquerading  as  businesses — the  answer  seems  to  be  yes,  at 
least  for  now.  MP3. corn's  fourth-quarter  earnings  reported  a 
loss  of  5  cents  per  share,  compared  with  an  expected  loss  of  13 
cents  per  share.  And  while  the  company  knows  it  won't  dupli- 
cate last  year's  revenues  of  $80.1  million,  a  266%  increase,  it 
still  expects  revenues  to  jump  by  double  digits  in  2001,  with 
MP3.com  going  into  the  black. 

The  possible  upside  is  enormous.  It  is  widely  believed  that 
the  heavenly  jukebox  will  broaden  its  scope  to  become  a  uni- 
versal distribution  system  for  all  media — film,  video,  music, 
journalism,  and  even  books.  If  so,  MP3. corn's  latest  innova- 
tion, a  rough  working  model  of  the  heavenly  jukebox — the 
Music  InterOperating  System — may  be  ideally  positioned  to 
become  the  standard  operating  system  for  all  media  content. 

"Robertson  could  end  up  in  a  position  of  tremendous 
power,"  says  Aram  Sinnreich,  a  senior  analyst  at  Jupiter  Media 
Metrix  who  covers  media,  entertainment,  and  digital  content. 
"On  the  one  hand,  you'd  think  that  the  rest  of  the  industry 
would  never  let  him  get  there.  On  the  other  hand,  you  simply 
cannot  ever  count  him  out — he's  been  a  step  ahead  of  every- 
one else  too  many  times  before." 
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"WHAT'S  MP3?" 

A  few  months  after  Michael  Robertson  launched  MP3.com, 
John  Parres,  then  associate  producer  at  Disney's  nascent 
online  division,  went  to  visit  the  company.  Curious  about  this 
new  development  in  the  then-tiny  online-music  community, 
he  drove  to  Robertson's  modest  home  in  San  Diego,  expecting 
to  be  taken  to  a  cluttered  suite  in  an  office  park.  Instead, 
Robertson  took  him  to  an  upstairs  room. 

Something  was  strange,  Parres  realized.  Here  he  was  in  the 
house  of  a  man  who  intended  to  become  a  huge  force  in  the 
music  industry,  but  there  was  no  stereo  in  view.  Nor  did  he 
see  shelves  of  LPs.  Parres  kept  looking  as  he  traipsed  through 
the  house,  and  he  finally  spotted  a  half-dozen  CDs  and  a  boom 
box  on  the  floor  in  a  corner  of  Robertson's  office. 

"Those  are  my  wife's,"  Robertson  said. 

From  the  beginning,  Robertson  has  insisted  that  MP3.com 
is  a  technology  company  dealing  with  music,  not  a  music  com- 
pany, and  that  he  himself  is  an  entrepreneur,  not  a  music  pro- 
ducer. ("Hey,  I'm  a  hustler,"  he  said,  laughing,  a  few  weeks  after 
his  luncheon  speech.  "Entrepreneur  is  just 
a  fancy  way  of  putting  it.")  He  graduated 
from  the  University  of  California  at  San 
Diego  in  1990  with  a  degree  in  cognitive 
science  but  was  sufficiently  technical  to 
understand  that  the  Internet  might  be 
worth  looking  into.  In  short  order  he  set 
up  several  Net  businesses,  with  names  like 
Media  Minds  (digital  imaging  software), 
MR  Mac  Software  (network  security), 
and  the  Z  Company  (a  bunch  of  Web  sites 
with  names  that  ended  in  "z") — "throwing 
stuff  at  the  wall,  trying  to  see  what  stuck." 

These  were  raffish,  low-budget  oper- 
ations, financed  in  part  by  a  second 
mortgage,  which  made  Robertson's  wife 
nervous.  Then,  as  now,  speed  was  the 
watchword:  First,  find  out  what  the  audi- 
ence wants,  then  figure  out 
how  to  make  it  work.  Sort 
out  the  bills  afterward. 

The  first  incarnation  of 
Filez.com,  a  search  engine  for 
downloadable  files,  simply 
shunted  queries  to  an  existing 
free  search  engine  developed 
by  graduate  students  at  the 
Norwegian  University  of 
Science  and  Technology — and 
slapped  a  banner  ad  on  the  re- 
sults. According  to  Web  post- 
ings, the  search  engine's  lead 

developer,  Tor  Egge,  was  furious.  The  spat  ended  only  when 
Robertson  moved  the  software  to  his  own  servers.  But,  by  that 
time,  he  was  already  on  to  something  completely  different. 

In  October  1997,  Robertson  noticed  that  Filez.com  was 
receiving  an  amazingly  large  number  of  inquiries  about  some- 
thing called  "MP3." 

"What's  MP3?"  Robertson  wondered  to  himself. 

MP3,  as  the  world  now  knows,  is  a  format  for  compressing 
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"You  simply 
cannot  ever  count 
him  out — he's 
been  a  step  ahead 
of  everyone  else 
too  many  times 
before.'' 


very  large  music  files  by  a  factor  of  10  or  more,  which  ma 
it  possible  for  them  to  be  downloaded  in  a  reasonable  til 
Robertson  decided  to  try  out  the  technology  himself.  He  do< 
loaded  an  MP3  file,  double-clicked  the  directory  listing- 
the  speakers  on  his  computer  burst  into  song.  Robert 
could  see  why  people  were  interested. 

If  people  wanted  to  learn  about  MP3,  he  concluded,  ma 
he  should  set  up  some  kind  of  central  place  for  them  to  \ 
The  natural  name  for  the  site  was,  of  course,  MP3.cr 
Checking  out  "MP3.com,"  Robertson  discovered  the  dom 
was  dormant  and  was  owned  by  a  man  whose  initials  w  i 
MP  (he  had  whimsically  bought  it  after  the  domain-nj  | 
authority  had  automatically  assigned  him  the  customer  a 
"MP3").  Robertson  bought  the  MP3.com  domain  name 
$1,000.  His  wife  couldn't  believe  he'd  spent  that  much  moi 
on  such  a  crazy  thing. 

"The  very  first  day,  we  got  10,000  hits,"  he  says.  "I  sa 
'We'd  better  get  something  for  those  people  to  look  at.  So 
news,  maybe.' "  He  looked  into  the  MP3  music  phenomer 

and  started  writing  no 
about  it  himself.  Then 
thought  that  perhaps  thj 
should  be  links  to  Web  si 
offering  MP3  files.  But  a 
tomers  complained  that  thi 
sites  were  often  poorly  m 
tained  and  sometimes  ev 
disappeared.  "I  thought! 
guess  we'd  better  host  th 
ourselves,' "  Robertson  sa 
He  invited  musicians  to  si 
mit  their  music,  and  againj 
was  amazed  at  the  responsi 
Attracted  by  the  cha^ 
for  exposure,  each  day  m 
than  200  unsigned  baij 
now  submit  their  music 
MP3.com;  almost  a  milli 
people  come  to  the  site  every  day  to  listen  to  that  raui 
Especially  popular  attractions  are  genres  typically  shunned 
the  five  major  labels,  such  as  trance  and  techno.  Several  of 
site's  top  artists  are  Europeans  who  otherwise  would 
unheard  in  the  United  States.  With  a  catalog  larger  than  a 
single  major  label,  MP3.com  now  has  music  on  more  than  2 
radio  stations  and  dozens  of  subscription  services. 

In  July  1999  the  company  had  one  of  those  wildly  suco 
ful  Internet  IPOs  that  made  Robertson,  on  paper,  one  of 
nation's  youngest  billionaires.  Rather  than  spending  mot 
on  Super  Bowl  ads,  the  company  hired  more  than  100  en 
neers  and  technical  personnel  and  spewed  out  new  ideas  a 
services  at  a  dizzying  speed.  Competitors  scoff  that  the  m 
ideas  are  just  hype  and  that  MP3.com  is  still  in  search  of 
business  model,  to  which  Robertson  answers  that  the  seal 
for  a  working  business  model  is  an  unavoidable  feature 
rapid  change.  Speaking  with  the  Clintonian  charm  a 
resilience  that  has  amazed  and  infuriated  his  partners  a 
competitors — "You  have  to  take  everything  he  says  witi 
combination  of  awe  and  a  grain  of  salt,"  says  analyst  Sinn| 
ich — Robertson  enthusiastically  lists  the  balls  the  compa( 


SENATE  TENANT:  Robertson  testifies  about  the  future  of  digital  music. 


tossed  into  the  air:  An  email  service 
ed  Messenger  sends  more  than 
,000  fans  samples  or  full-length 
*s;  a  database  of  10  million  names, 
ed  to  genre  and  listening  habits  that 
ds  and  labels  can  mine;  banks  of 
3-oriented  software  and  hardware 
?ws;  and  subscriptions  in  which  lis- 
rs  can  receive  unlimited  downloads 
neir  favorite  artists  or  genres. 
Jut  even  as  Robertson  vigorously 
iunts  the  latest  feats  of  MP3. corn's 
neers,  it's  clear  that  his  attention 
moved  to  something  else.  For  the 
year,  the  firm  has  been  furiously  at 
k,  driven  by  Robertson's  vision  of 
5. com  as  a  Microsoft-like  "domi- 
•  S  t  force"  in  the  race  to  build  the 
mi  (renly  jukebox.  "We're  not  a  music 
♦  pany,"  he  says.  "I  keep  saying  this, 
nobody  believes  me.  Even  though 
servers  probably  have  more  music 
lem  than  any  other  company  in  the 
d,  even  though  we  probably  send  out  more  music  than 
other  company  in  the  world,  we're  not  a  music  com- 
r."  He  adds,  "If  this  were  a  real  Los  Angeles  music  com- 
;  would  I  be  allowed  to  say  that  Kenny  Loggins  is  my 
rite  musician?" 


MR.  MP3's  MOTTO:  "I'm  going  to  bet  everything — you  with  me  or  not? 

"We're  not  a 
music  company," 


$170  MILLION  BET 

inuary  2000  MP3.com  announced  a  new  service  called 
n-It.  On  the  surface,  Beam-It  was  a  nifty  gadget  for  music 
but,  underneath,  it  was  a  kind  of  dry  run  for  the  celestial 
X)x.  After  downloading  the  software,  Beam-It  allowed 
com  users  to  listen  to  their  CDs  from  any  networked 
»ce — or,  rather,  it  allowed  MP3.com  users  to  listen  to  the 
c  from  their  CDs,  an  apparently  fine  distinction  that  later 
rould  bear  a  $170  million  price  tag. 
i  use  the  service,  Beam-It  members  stuck  copies  of  their 
into  their  computers,  which  compared  the  tracks  to  a 
base  of  some  80,000  CDs  on  MP3. corn's  central  servers, 
allowed  the  company  to  verify  that  the  users  who 
;  ied  to  own,  say,  a  copy  of  Carlos  Santana's  Supernatural 
ally  had  one  in  their  possession.  Once  the  identity  of  the 
c  was  established,  Supernatural  was  placed  in  the  user's 
sic  locker,"  a  personalized  page  on  the  MP3.com  Web  site. 

that  point  on,  the  user  could  listen  to  Supernatural  from 
^et-enabled  computer  by  going  to  MP3.com  and  clicking, 
onsidering  that  Beam-It  was  released  when  high-speed 
[net  access  was  barely  known,  it  was  astonishingly  popular; 
;  '000  people  signed  up  for  it  in  its  first  three  months.  It  was 
apparently,  illegal.  To  save  subscribers'  time,  Robertson  did 
sk  them  to  "rip"  songs  from  their  Supernatural  CDs  and 
1  them  to  MP3.com  servers.  Instead,  the  company  bought  its 
copy  of  Supernatural,  copied  it,  and  let  Beam-It  members 
i  to  it  once  they  had  established  that  a  copy  of  the  CD  was 
eir  possession.  Because  the  two  Supernatural  CDs  were, 
>urse,  identical  digital  copies,  the  music  on  Robertson's 
was,  bit  for  bit,  identical  to  that  on  the  user's  copy.  But 


in  the  eyes  of  copyright  law, 
they  were  clearly  distinct.  If 
MP3.com  had  built  a  commer- 
cial service  out  of  letting 
people  listen  to  their  own 
copies,  that  would  have  been 
"fair  use" — a  clear  exception 
to  the  general  rule  that  people 
can't  make  copies  of  copy- 
righted works.  (A  startup 
called  MyPlay.  com  does  just 
that.)  But  because  MP3.com 
was  creating  a  commercial 
service  out  of  letting  people  lis- 
ten to  its  copies,  it  was  clearly, 
if  technically,  infringing  copy- 
right law.  As  a  result,  MP3. 
corn's  80,000-album  database 
might  be  liable  for  as  much  as 
$170  billion. 

"Everyone  told  Robertson 
there  were  monster  copyright 
problems,"  says  one  MP3. 
com  executive  who  insists  on 
anonymity.  "But  he  truly  be- 
lieved that  it  was  fair  use — you 
had  bought  the  music,  by  God, 
and  you  should  be  able  to  listen 
to  it. ...  I  told  him  the  downside. 
And  he  said — and  I  remember 
he  had  this  big  grin  on  his 
face — 'You  know  what?  We 
didn't  get  to  be  a  $3  billion  com- 
pany by  not  taking  risks.  I'm 
going  to  bet  everything — you  with  me  or  not?' " 

"I  don't  know  why  he  did  it,"  says  someone  who  has  given 
Robertson  legal  advice.  "Everyone  told  him  he  might  get  into 
copyright  hell.  We  said,  'Go  slow,  try  it  out  in  beta  with  just  a 
few  albums  to  limit  your  liability.'  Instead,  he's  a  techie — he 
goes  for  the  entire  catalog  of  the  world's  most  popular  music 
to  show  what  he  can  do." 

"If  I  had  asked  for  permission  from  the  labels,  they  never 
would  have  given  it  to  me,"  Robertson  responds.  "They  would 
have  taken  my  idea  and  stalled  me  while  they  tried  to  develop 
their  own  Beam-Its.  And  this  is  the  Internet — you  have 
to  move  fast." 

The  record  companies  did.  Beam-It  opened  on  January  12, 
2000.  Nine  days  later,  MP3.com  was  sued  by  10  record 
labels — an  ensemble  coordinated  by  the  Recording  Industry 
Association  of  America  (RIAA),  the  labels'  powerful  trade 
group.  Lawsuits  by  other  labels,  music  publishers,  and  (of 
course)  disgruntled  shareholders  followed  thereafter.  The 
main  lawsuit  transpired  in  New  York,  the  labels'  home 
territory,  in  front  of  U.S.  District  Court  Judge  Jed  Rakoff, 
an  old-school  magistrate  who  was  not  known  for  technical 
sophistication.  Unsurprisingly,  the  RIAA  and  the  labels 
won  a  devastating  summary  judgment.  The  "defendant's 
infringement  of  plaintiffs'  copyrights  is  clear,"  Rakoff  sniffed 
in  his  May  4,  2000,  decision.  MP3.com,  which  had 


he  says.  "I  keep 
saying  this, 
and  nobody 
believes  me." 
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been  aggressively  attacking  the  labels,  suspended  Beam-It 
immediately. 

Months  of  frantic  negotiation  and  legal  posturing  followed, 
ending  with  the  company  doling  out  more  than  $170  million 
to  the  labels  and  publishers  —  the  largest  copyright-infringe- 
ment award  in  history. 

The  blow  was  crippling.  MP3. corn's  stock,  which  had  been 
as  high  as  $66,  plummeted  below  $10  (at  press  time,  it  was 
trading  around  $5).  Robertson  had  husbanded  the  cash  from 
his  IPO,  so  MP3.com  had  $350  million  in  the  bank.  Alas, 
much  of  the  reserves  went  to  paying  off  the  major  labels — the 
dinosaurs  whom  the  fast,  clever  startups  were  supposed  to 
overwhelm.  Worse,  the  company  had  to  pay  as  much  as  half  a 
cent  every  time  a  user  streamed  a  major-label  song.  And  the 
settlement  didn't  even  cover  all  the  lawsuits:  A  few  independ- 
ent labels  and  one  dot-com  also  sued  and  may  still  go  to  trial. 

Why  did  MP3.com,  always  infused  with  Robertson's  dis- 
dain for  the  labels,  cave  so  quickly?  Why  didn't  it  fight  at  the 
appellate  level?  "MP3.com  is  on  the  Internet,"  says  Robert- 
son, who  promptly  launched  "a  million  email  march"  to  per- 
suade Congress  to  revamp  fair-use  law  to  make  Beam-It  legal. 
"If  we  appealed,  we'd  be  tied  up  in  court  for  three  years — do 
you  know  how  long  that  is  in  this  business?  Even  if  we  won 
the  suit,  the  whole  thing  would  be  irrelevant." 

Besides,  he  says,  "Beam-It  was  only  a  small  part  of  what  we're 
after."  Meaning:  There  is  still  the  celestial  jukebox.  Meaning: 
Michael  Robertson  still  wants  to  be  the  Bill  Gates  of  music. 


THE  OTHER  HILARY 


BADGE  PATROL 

One  day  two  years  ago,  Michael  Robertson  was  stro! 
around  the  MP3.com  campus  in  his  customary  T-shirt 
jeans.  Then  located  in  an  old  General  Atomics  plant  in 
Diego,  the  brash  startup  shared  quarters  with  several  st| 
engineering  and  defense  firms.  Unlike  them,  it  had  floridly  C  :5 
fornian  decor:  deconstructed  sconces  with  aggressively  angu 
edges  flared  from  the  pastel  walls. 

Watching  a  man  in  a  khaki  suit  walk  by,  a  big  identif 
tion  badge  dangling  from  his  neck,  Robertson  said,  "The 
two  kinds  of  people  here:  the  Badges  and  the  No-Badgi 
Robertson  was  not  wearing  a  badge.  "If  we  ever  become  Ba  iiai» 
People,  you  can  take  us  all  out  and  shoot  us,"  he  said. 

Today,  MP3.com  is  in  a  new  facility  of  its  own  on  the  e) 
of  San  Diego.  The  interior  design  is  manically  hip  and  co. 
ful  enough  to  leave  lurid  afterimages  when  visitors  close  tl 
eyes.  But  the  first  thing  newcomers  do  when  they  visit  is) 
out  a  form  and  get  a  badge. 

The  secrecy  is  necessary  because  MP3.com  wants  to  [ 
tect  its  physical  and  technological  assets.  Chief  among  M 
corn's  technological  assets  is  its  Music  InterOperating  Syst 
which  Robertson  unveiled  in  January.  The  system  might 
described  as  a  rough  draft  of  the  heavenly  jukebox. 

Standing  before  a  crowd  of  journalists  in  Janu 
Robertson  showed  how  subscribers  would  soon  be  able  to 
a  CD  at  Tower  Records  and  immediately  use  their  cell  phc  s.k 
and  MP3.com's  servers  to  beam  a  track  into  their  digital  lo< 


mi 


ot 


early  ONE  MORNING  IN  JANUARY,  Hilary  Rosen,  presi- 
dent and  CEO  of  the  Recording  Industry  Association  of 
America  (RIAA),  the  trade  group  for  major  U.S.  record 
labels,  visited  elite  Georgetown  University  for  a  confer- 
ence on  the  future  of  music.  "I  walked  around  the  campus 
today  thinking  I  wasn't  smart  enough  to  get  in  here," 
Rosen,  a  graduate  of  George  Washington  University, 
a  less  prestigious  institution  about  three  miles  away, 
said  afterward.  "The  whole  place  made  me  nervous." 

That  Rosen,  who  has  been  dubbed  "the  warrior 
princess"  by  the  New  York  Post,  ever  felt  out  of  place 
would  startle  most  people  in  the  music  industry.  Last 
year  she  reportedly  earned  $1  million  as  chief  lobbyist 
for  the  companies  that  produce  90%  of  the  CDs  sold 
in  the  United  States.  When  the  Hollywood  Reporter 
issued  a  list  of  the  entertainment  industry's  most  pow- 
erful women,  she  came  in  10th,  acing  out  Oprah. 

But  her  insecurity  would  have  been  especially 
unexpected  to  the  700  independent-minded  music 
producers,  artists,  entrepreneurs,  technology  pioneers, 
and  lawyers  gathered  at  the  conference.  To  a  significant 
extent,  the  woman  who  couldn't  get  into  Georgetown 
was  why  they  were  there.  For  more  than  a  year,  she  has 
been  waging  an  aggressive  campaign  against  Napster, 
MP3,  and  other  online  sites'  unlicensed  use  of  CDs — 
which  most  conference  attendees  say  is  justified 
because  of  the  big  labels'  stranglehold  over  the  distri- 


UVONDER  WOMAN:  Watch  out, 
Rosen,  "the  warrior  princess," 


bution  of  popular  music. 
As  Rosen  fielded  ques- 
tions, certain  audience 
members  seemed  to  con- 
sider her  a  cross  between 
the  Grinch  who  stole 
Christmas  and  the  Wicked 
Witch  of  the  West. 

For  Rosen,  42,  a  short, 
solidly  built  woman  with 

reddish-brown  hair  and  bright  blue  eyes,  the  scowls, 
grumbling,  boos,  and  occasional  catcalls  were  par  for 
the  course.  "I  wasn't  surprised,"  she  says.  "People 
really,  really,  really,  really,  really  want  free  music,  and 
they  really,  really,  really  feel  entitled  to  whatever  they 
can  get  for  free."  She  doesn't  blame  them,  she  says. 
But  she  does  intend  to  stop  them. 

Because  music  was  the  first  sector  of  the  enter- 
tainment industry  to  fully  digitize,  it  is  also  the  first  to 
encounter  widespread  online  copyright  infringement. 
As  Rosen  and  the  RIAA  work  to  regain  control  of  the 
situation,  they  are  setting  precedents  that  other  media 
are  watching  closely.  "Hilary's  the  canary  in  the  intel- 
lectual property  mine,"  says  Jack  Valenti,  president  of 
the  Motion  Picture  Association  of  America,  the  equiva- 
lent of  the  RIAA  for  films.  "When  the  gas  started  leak- 
ing, she  smelled  it  first."  Valenti,  widely  considered  the 


Robertson 
is  here. 


most  powerful  lobbyist  in  Washin 
says  he  is  "happy"  to  be  a  soldi 
Rosen's  army  for  this  fight.  "She's  g<| 
biggest  cojones  in  town,  no  question 
it,  and  in  a  town  where  lots  of  pd 
have  big  cojones,  she  yields  to  no  oi 
It  hasn't  been  easy.  The  q 
industry  has  always  balked  at  new 
nology,  and  the  Internet  has  bee 
exception.  By  not  responding  to  I 
fans'  demands  to  hear  the  music  they  like  a{ 
record  companies  have  left  a  void  that  startup 
have  gleefully  filled  with  their  own  downloadable 
To  many  in  the  Georgetown  audience,  the  online 
actions  are  a  response  to  frustration;  to  Rosen, 
acts  are  piracy.  "Sure,  the  industry  was  slow,' 
says.  "But  all  you  have  to  do  is  look  at  how  evej 
doing  online  music  is  struggling  to  make  a  viable 
ness.  It's  a  lot  more  complex  than  any  of  us  imagij 
To  further  complicate  matters,  there  is  little  a 
ment  on  whether  the  online  sites  actually  hur| 
labels.  According  to  SoundScan,  the  New  York-I 
tracking  firm,  CD  sales  in  2000  rose  4%  over  the 
ous  year.  The  RIAA  estimates  annual  sales  for. 
reached  a  new  high  of  $14  billion.  Napster  defe 
say  this  is  proof  positive  that  the  site  encourages , 
million  users  to  buy  CDs;  Rosen  points  to  a  study  shd 
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■  car.  (In  another  demon- 
■tion,  Robertson  showed 
'  users  could  share  music 
jmviting  friends  to  browse 
econd  clips  of  songs.  In 
demonstration,  he  puck- 
picked  RIAA  President 
ry  Rosen  as  his  example 
friend.  "I  have  no  ene- 
"  he  dryly  stated  after- 
d.)  A  new  Internet 
iance  made  by  Panja  will 
beamed  music  from 
3. corn's  digital  lockers 
pipe  it  into  a  stereo; 
her  soon-to-be-marketed 
ce  by  Gocho  will  put  it 
a  car  player  that  holds 
gigabytes  of  music — 2,200  CDs'  worth. 
Calking  around  after  the  demonstration,  Robertson 
"Al!  these  devices  only  work  with  MP3.com — they're 
:s  for  MP3.com.  I  want  people  to  come  to  record  stores 
ask,  'Does  your  music  work  with  MP3.com?'"  On  a 
of  paper  he  sketched  the  new  world,  the  heavenly 
box,  with  MP3.com  at  the  center  of  a  weave  of  connec- 
,  huge  quantities  of  music  washing  through  its  servers. 
was  asked  if  he  thought  any  of  this  would  work,  if 


SPEAKEASY:  "I'm  a  hustler,"  tie  says  "not  a  music  producer." 


Months  of  frantic  negotiation 
ended  with  the  company 
doling  out  $170  million  —  the 
largest  copyright  infringement 
award  in  history. 

people  would  pay  for  it,  if  it  wouldn't  be  wiped 
out  by  Napster,  if  the  company's  cash  wouldn't 
be  drained  by  the  last  remaining  Beam-It  law- 
suits—  all  the  hard  questions  people  now  ask 
dot-com  hustlers. 

Robertson  answered  the  questions  patiently, 
but  it  was  clear  he  was  mentally  moving  on  to 
something  else.  He  had  bet  the  enterprise  when  he 
dropped  everything  to  focus  on  MP3,  a  technol- 
ogy neither  he  nor  many  others  knew  much  about; 
bet  it  again  to  create  Beam-It;  bet  it  yet  again  to 
settle  the  lawsuits  at  high  costs,  rather  than  fighting  on  in 
court;  bet  it  still  again  to  build  the  Music  InterOperating  Sys- 
tem; and  he  knew,  he  said,  that  he  would  have  to  do  it  over 
and  over. 

"Whatever  we  do  now,  we  can't  know  for  sure  how  it'll 
turn  out,"  he  says.  "Everything's  constantly  changing  around 
us  —  it's  the  Internet,  right?  And  we're  going  to  have  to 
keep  figuring  out  which  direction  it's  going,  and  try  to  keep 
ahead  of  it."  ■ 


in  CD  sales  at  record  stores  near  universities, 
Napster  use  is  widespread.  She  adds  that,  in  her 
twhether  Napster  is  hurting  sales  or  not  is  irrele- 
You  do  not  have  to  create  economic  harm  to  be 
I  stealing  or  infringement,"  she  says.  "All  you  have 
s  be  doing  it.  If  someone  breaks  into  your  house 
Ikes  all  your  stuff,  and  they're  standing  on  a  street 
giving  it  away  rather  than  selling  it,  they  have  still 
it  from  you,  and  they  are  still  just  as  guilty." 
oe  of  Rosen's  biggest  victories  is  the  Digital 
ium  Copyright  Act  (DMCA),  which  provides  more 
ition  for  intellectual  property  rights  in  digital  media 
th  print  or  other  media.  As  part  of  her  campaign  to 
through  Congress,  she  pulled  out  all  the  stops. 
(;ar,  the  heavy  metal  band  Metallica  sued  Napster 
CA  infringement,  and  Rosen  helped  facilitate  anti- 
ar  testimony  before  Congress  by  band  member 
ich.  Furious  reaction  from  Napster  fans  ensued, 
received  death  threats  and  now  has  a  security 
at  public  appearances.  "I  didn't  write  the  DMCA, 
it,"  says  Rosen. 

sen  has  always  had  a  consuming  interest  in  pol- 
high  school  she  rang  doorbells  for  Jimmy  Carter 
as  elected  as  president  of  her  class.  During  col- 
e  had  an  internship  on  Capitol  Hill.  But  from  ear- 
ildhood,  her  real  passion  was  music. 
:er  graduation,  she  went  to  work  for  veteran 


Washington  lobbyist  Liz  Robbins  and  represented, 
among  other  clients,  the  cities  of  New  York  and  San 
Francisco,  and  several  music  trade  groups  that  were 
beset  by  the  widespread  copying  that  occurred  after  the 
music  industry  replaced  vinyl  with  audiotapes.  In  what 
would  be  a  precursor  of  the  current  struggle  over  digi- 
tal rights,  Robbins  and  Rosen  brought  Smokey  Robinson 
to  Capitol  Hill  so  that  he  could  tell  members  of  Con- 
gress directly  how  this  practice  affected  him.  "That's 
when  Hilary  learned  that  lobbying  is  one  of  those  jobs 
that's  never  over,"  Robbins  says. 

In  1987,  Rosen  took  herself  and  her  Rolodex  to  the 
RIAA.  With  its  joint  focus  on  politics  and  music,  it  was 
the  perfect  workplace  for  her.  Moreover,  she  found  that 
being  openly  gay  in  the  midst  of  the  famously  male- 
dominated  record  business  was  actually  an  asset,  per- 
haps in  part  because  of  the  lack  of  sexual  tension  in 
her  dealings  with  colleagues.  "Being  out  as  a  busi- 
nesswoman in  some  respects  has  been  an  advantage 
to  me,"  says  Rosen.  "Men  tend  to  want  to  be  my  pal 
and  respect  my  honesty."  When  then-CEO  Jason 
Berman  left  the  RIAA  in  1996,  Rosen  took  over  as  head. 

A  year  and  a  half  ago,  Rosen  and  her  partner, 
Elizabeth  Birch,  executive  director  of  the  Human  Rights 
Campaign,  the  nation's  largest  gay  rights  group, 
adopted  African-American  twins.  Once  again,  Rosen 
came  in  for  a  drubbing,  this  time  from  public  homo- 


phobe  Dr.  Laura  Schlessinger.  In  her  nationally  syndi- 
cated column,  the  pop  psychologist  declared,  "We 
cannot  continue  to  sacrifice  our  children  on  the  altar  of 
'freedom'  and  'diversity'"  Asked  about  Dr.  Laura's 
remarks,  Rosen  grinned  and  said,  "Look  what  hap- 
pened to  her.  She  got's  such  bad  karma,  even  her  TV 
show  failed." 

Last  fall,  Rosen  found  herself  doing  battle  on 
another  front.  During  a  widely  publicized  Senate  probe 
into  R-rated  films,  public  attention  turned  to  violent  and 
vulgar  songs.  As  usual,  Rosen  stoutly  defended  the  First 
Amendment  rights  of  creative  artists. 

Asked  if  she  is  personally  bothered  by  such  lyrics, 
Rosen  says  that  she  is  not,  and  then  adds  sheepishly, 
"I'm  almost  embarrassed  to  say  that."  Later  she 
explains  that  although  she  is  "personally  offended 
by  sexism  and  violence,"  their  mention  in  songs 
"doesn't  bother  me  nearly  as  much  as  these  things  do 
in  real  life " 

Thus,  although  her  partner  objects  strongly  to  the 
antigay  lyrics  of  rap  artist  and  Grammy  Award  winner 
Eminem,  Rosen  attended  this  year's  Grammys,  which 
attracted  a  small  group  of  protesters.  She  says  she  has 
"a  sense  of  camaraderie"  with  those  who  oppose  such 
lyrics,  but  she  also  has  "a  sense  of  purpose  about  the 
fact  that  this  really  is  just  music  talking  about  the 
issues  and  not  the  issue  itself."      GWENDA  BLAIR 
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all  it  the  Wizard  of  Oz  mis- 
take. We  have  been  so  preoc- 
cupied by  the  spectacle  of  the 
Web  being  spun  before  us 
that  we  haven't  paid  atten- 
tion to  a  little  thing  happen- 
ing just  behind  the  curtain.  In 
ast  two  years,  research,  entrepre- 
;hip,  and  capital  have  joined  forces 
eate  an  innovation  that  could  rival 
mportance  of  the  microprocessor, 
iderstand  it,  you  must  think  small, 
small. 

ver  the  past  30  years,  engineers 
discovered  how  to  take  tradi- 
1  machines  and  shrink  them  to  the 
of  a  grain  of  salt.  We  now  have 
aphones  no  thicker  than  a  single 
d  of  human  hair,  engines  so  small 
Thousands  could  fit  on  the  back  of 
teboard,  and  medical  probes  that 
-e  threaded  through  veins.  Officially 
i  MEMS  (micro-electro-mechani- 
^stems),  these  micromachines  are 
too  small  for  Stuart  Little  but  are 
)igger  than  nanotechnology,  which 
atoms  or  molecules  as  building 
:s.  If  insects  are  indeed  going  to 
it  the  earth,  they  now  have  the 
ines  to  do  it  with. 
>r  giant  creatures  like  us,  MEMS 
smarter  and  cheaper  products — 
air  bags  that  inflate  to  precisely  fit 
isenger's  body,  to  pills  that  "live" 
e  body  and  release  drugs  when 
;d.  These  and  other  advances  are 
MEMS  Exchange,  a  manufactur- 
mbrella  organization,  is  projecting 
3y  the  end  of  the  decade  microma- 
:s  will  generate  annual  sales  of 


MIRROR  MIRROR:  These  tiny  mirrors  (seen  through  the  eye  of  a  sewing  needle)  are  used  to  swi 
in  optical  networks.  Each  of  the  mirrors  is  capable  of  rotating  up  and  down,  directing  data  to  i 


nearly  $100  billion  in  new  industrial 
and  medical  products.  Not  bad  for  an 
industry  just  entering  adolescence. 

"Micromachines  will  be  unseen 
parts  of  virtually  every  new  product, 
but  since  they'll  be  embedded  even 
more  deeply  than  microprocessors, 
only  their  effect  will  matter — they'll 
be  totally  transparent,"  says  Paul  Mc- 
Whorter,  cofounder  of  MEMX,  a  maker 
of  micromachines. 

Billions  of  these  devices  already 
exist.  Anything  that  needs  to  be  oper- 
ated, moved,  or  analyzed  in  micron-size 
increments  (a  micron  is  a  millionth  of 
a  meter),  such  as  photons  in  optical 
networks  or  drops  of  blood  for  med- 
ical tests,  is  perfect  for  these  machines. 
And  because  they  require  little  in  the 
way  of  power,  MEMS  are  also  good  for 


any  product  that  has  li 
life,  such  as  a  cell  phone  < 
Ironically,  the  reas' 
chines  are  becoming  em 
world  in  such  large  num 
because  of  their  small 
because  of  how  they 
machinists  still  had  tc 
shops  and  craft  microi 
at  a  time,  they'd  be  c 
extremely  rare  and  expi 
nately,  that  isn't  the  case 
tists  first  started  thinkin 
ing  small  machines, 
around  for  available  n 
techniques.  The  obvioi 
the  same  process  those 
workers  at  Intel  and  N 
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For  the  past  40  years, 
micromachines  (or 
MEMS)  have  been  used 
in  dozens  of  commer- 
cial products.  As  this 
special  foldout  section 
shows,  the  first  devices 
(at  right)  were  large 
(relatively  speaking, 
of  course)  and  crude. 
They  measured  such 
things  as  pressure  in 
engines  and  motion 
in  cars.  Eventually, 
they  spawned  smaller, 
more  sophisticated 
devices  (at  far  right). 

Today,  micro- 
machines  are  switching 
beams  of  light  or 
data  in  our  commun- 
ications network.  They 
are  powering  booster 
rockets  as  small 
as  a  quarter.  They 
are  also  being  called 
upon  to  save  lives 
by  inflating  car  air  bags 
and  traveling  through 
veins  to  check  blood 
pressure.  Granted, 
these  are  big  tasks  for 
such  little  guys,  but 
in  the  years  to  come, 
they  should  only 
continue  getting  bigger 
(and  littler). 
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step  from  ones  developed  years 
oding  catheters  that 
Currently,  pressure  sensors 
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MEMS:  AN  INTRODUCTION 


■4  41  Semiconductor  use  to  create 
silicon-based  computer  chips. 

Silicon  turns  out  to  be  an  inspired 
choice  for  making  tough  and  reliable 
machines.  Simply  put,  silicon  is  stronger 
than  steel.  One  government-sponsored 
lab  has  built  small  engines  that  crank 
through  8  billion  revolutions  without 
lubrication.  By  comparison,  if  Good- 
year could  build  a  tire  as  reliable,  it 
could  make  eight  trips  to  the  moon 
and  back. 

Because  we  already  know  how  to 
manufacture  lots  of  silicon  chips  inex- 
pensively using  a  batch,  cookie-cutter 
approach,  we  can  make  micromachines 
cheaply,  sometimes  even  100  times 
cheaper  than  their  traditional  counter- 
parts. We  can  also  make  them  more 
complex  without  adding  much  cost. 
"It's  no  more  expensive  to  put  a  million 
gears  on  a  [machine]  than  it  is  one,"  says 
McWhorter  of  MEMX. 

In  part,  this  is  why  many  believe 
micromachines  are  "destined  to  become 
a  hallmark  21st-century  manufactur- 
ing technology"  that  will  be  just  as 
grand  and  profitable  as  the  digital  cir- 
cuitry it  follows.  "There's  no  difference 
between  MEMS  and  microprocessors," 
says  Roger  Grace,  a  MEMS  industry 
analyst  and  marketing  consultant  based 
in  San  Francisco. 

If  this  is  true,  then  the  upside  is 


astronomical.  Those  immersed  in 
MEMS  like  to  think  they  a.re  about  30 
years  behind  the  chip  industry,  and 
what  lies  ahead  is  a  tumultuous,  excit- 
ing, -and  lucrative  few  decades.  World- 
wide shipments  of  MEMS  equaled 
$14.2  billion  in  2000  and  are  expected 
to  grow  in  the  next  four  years  to 
$30.4  billion,  according  to  Grace. 
That's  still  a  far  cry  from  the  more 
than  $300  billion  generated  by  the 
worldwide  semiconductor  market  in 
2000,  but,  based  on  most  projections, 
the  MEMS  market  is  growing  at  a  sig- 
nificantly faster  rate. 

And  speaking  of  semiconductors, 
the  most  well-known  home  for  them 
is  also  a  major  target  for  MEMS.  It 
seems  that  PCs  are  beginning  to  suffer 
from  arrested  development.  They  are 
getting  faster  and  more  powerful, 
but  they  are  doing  so  only  within  their 
own  digital  domain.  "Computers  have 
changed  our  lives  because  they  do 
computations.  They  design  bridges. 
But  it  is  all  abstract,"  says  Peter  Will,  a 
researcher  at  the  University  of  South- 
ern California  and  CTO  of  Akroria,  a 
MEMS  startup. 

MEMS,  he  says,  bring  to  PCs  the 
prospect  of  linking  abstraction  and  the 
physical  world.  If  chips  are  the  brains, 
then  micromachines  are  the  senses. 
They  are  the  fingers  and  eyes  and 


noses  of  the  computer,  bringing 
world  (be  it  a  car  crash,  pressure  ii 
fuel  line,  or  light  in  a  fiber-optic  i 
work)  into  the  boxed,  insular  space  t 
sits  quietly  on  desktops.  Thus  miq 
machines  could  be  the  key  to  techi 
ogy's  Holy  Grail:  artificial  intelligerj 
"MEMS  could  expand  a  computi 
boundary,"  says  Will.  "They  could  g 
computers  a  corporeal  body." 

If  MEMS  were  integrated  circu 
this  would  be  1968:  hundreds  of  sn 
companies  chasing  new  technolo 
but  no  dominant  player  yet— j 
MEMS  Intel  or  Motorola  —  to  r 
above  the  pack  and  give  the  indus 
an  identity.  By  the  same  token, 
killer  technology — no  microproc 
sor — has  yet  emerged,  although 
consensus  is  that  it  is  waiting  in 
wings.  Most  of  all,  as  with  the  mi 
agers  and  engineers  in  Silicon  Valle] 
'68,  there  is  the  overwhelming  se 
that  something  big  is  about  to  happ 
that  fortunes  are  going  to  be  ma 
worlds  overturned — and  that  MB 
are  about  to  symbolize  an  age.  Am 
there  is  one  thing  we've  learned  in  I 
past  half  century,  it  is  that  very  go 
things  come  in  very  small  packages] 
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ULTIMATE  DRIVING  MACHINES 

ANDREW  FREIBURGHOUSE 

overtired  driver  falls  asleep  at  the  wheel,  drifts  off  the 

of  the  road,  and  crashes  into  a  tree.  Within  five  millisec- 
s,  his  face  will  slam  against  the  steering  wheel — unless  a 
romachine  intervenes.  A  tiny  device  called  an  air  bag 
:lerometer  detects  the  beginning  of  the  car's  sudden  impact 
measuring  the  movement  of  an  impossibly  small  (.10 
rogram)  "mass,"  which  then  causes  the  air  bag  to  fire.  It's 
sical  movement  at  the  micro  level,  and  it  saves  lives. 
\ir  bag  accelerometers  of  this  kind  have  been  in  use  for 
ut  10  years,  one  of  the  few  micromachine  killer  apps.  With 
nillion  units  currently  installed  in  cars,  they're  a  bona  fide 
:-seller  and  the  main  reason  the  car  companies  —  not 
wn  as  early  adopters — have  been  driving  the  development 
nicromachine  technology.  Industry  expert  Roger  Grace 
loger  Grace  Associates  in  San  Francisco  estimates  that 
veen  25  and  40  micromachines,  also  known  as  MEMS 
:ro-electromechanical  sys- 
s),  are  now  part  of  the 
i-end  American  car.  A 
lifold  absolute  pressure 
iP)  sensor  monitors  and 
dates  the  air-gas  mixture 

car's  engine,  increasing 

mileage  and  reducing 
ssions.  A  rim-mounted 
MS  sits  on  the  tires,  test- 

for  underinflation  or 
rinflation.  A  microma- 
le  can  even  spring  the 
m  when  a  thief  jacks  up  a 
in  an  attempt  to  rip  off  its 

;  and  tires.  "MEMS  are  great  for  improving  and  optimiz- 
almost  every  part  of  an  automobile,"  explains  Grace. 

a  general  rule,  the  better  the  car,  the  more  MEMS.  The 
W  740i  has  over  70  MEMS  sensors." 
•mail  devices  all,  but  a  fairly  large  market:  $1.26  billion 
th  of  automotive  MEMS  in  2000,  projected  to  grow  to 
55  billion  by  2004,  according  to  Grace.  In  2000,  that  was 

of  the  total  micromachine  market.  Big  companies  domi- 
■  the  scene,  due  to  the  high  manufacturing  costs  and  high 
lme  demands  of  the  car  companies.  Analog  Devices,  a  $2.6 
on  integrated  circuit  maker,  is  tops  in  sales  of  the  air  bag 


CRASH  PAD:  These  boxlike 
devices,  shown  next  to  a 
stamp,  are  accelerometers, 
which  inflate  air  bags 
(luring  car  crashes. 


WILD  RICE:  An  accelerometer,  like  those  pictured  above 
right,  shown  here  in  comparison  to  tips  of  grains  of  rice 


accelerometer,  pumping  out  more  than  2  million  of  the  devices 
per  month,  while  German  electronics  giant  Robert  Bosch 
GmbH  boasts  the  most  complete  line  of  products,  with  a 
suite  of  more  than  35  micromachine  sensors.  Motorola  and 
Delphi  Automotive  Systems,  General  Motors'  electronics  sup- 
plier, are  the  other  two  big  players. 
According  to  experts,  the  market  is 
fragmented,  with  most  companies  doing 
extremely  well  with  one  or  two  prod- 
ucts. There's  no  Intel  here — yet. 

As  cars  get  better  and  safer,  micro- 
machines  will  inevitably  proliferate. 
"Nearly  all  systems  in  the  car  are  now 
being  actively  evaluated  for  possible 
MEMS  solutions,"  says  Grace.  "With 
the  price  and  quality  benefits  the  car 
companies  have  seen  and  the  intense 
competition  in  the  field,  there  are  going 
to  be  lots  of  new  opportunities  for  MEMS 
technology  to  replace  old  systems." 

Yaw  rate  sensors  are  among  the  most 
exciting  of  these  new  opportunities.  Simply  put,  a  yaw  rate 
sensor  measures  tilt  and  angular  rotation  and  can  tell  when  a 
car  is  too  light  on  its  wheels  and  is  about  to  flip  over  or  skid 
off  the  highway.  When  hooked  into  the  car's  local  area  net- 
work, the  sensor  could  work  with  the  brakes  to  automati- 
cally slow  the  car  to  a  safe  speed.  That  level  of  integration 
into  the  car's  complex  electrical  system,  however, 
hasn't  been  figured  out  yet.  "No  one's  quite  sure 
how  it's  all  going  to  fit  together,"  Grace  says.  "But 
it's  all  got  to." 

One  peculiarity  of  the  MEMS  automotive  mar- 
ket is  extensive  government  involvement.  It  was  the 
National  Highway  Traffic  Safety  Administration 
that  set  higher  standards  for  air  bag  performance. 
The  Environmental  Protection  Agency  set  emission 
control  standards  that  led  to  development  of  MAP 
sensors.  Recently,  in  the  wake  of  the  Firestone  con- 
troversy, Congress  passed  legislation  requiring  tire 
pressure  sensing  on  every  vehicle.  Despite  a  push 
from  the  government,  Grace  does  not  characterize 
the  automotive  micromachine  industry  as  high 
growth:  "These  are  what  I  call  'old  MEMS,'  in  that  the  tech- 
nology has  reached  a  pretty  high  level  of  maturity.  The  new 
developments  will  be  incremental  rather  than  revolutionary." 

Cars  are  not  the  only  hunks  of  steel  to  rely  on  microma- 
chines; Honeywell  has  been  making  them  for  about  40  years. 
The  company  invented  such  micromachine  breakthroughs  as 
radar  altimeters,  which  measure  an  airplane's  altitude,  and 
hydraulic  systems,  which  lower  landing  gear.  Still,  some  sus- 
pect that  these  larger  aerospace  companies  aren't  pursuing 
micromachines  as  ardently  as  they  might,  for  fear  of  cannibal- 
izing sales  of  high-margin,  more  expensive  systems. 
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GEAR  HEAD:  Tiny  moving  gears,  manufac- 
tured out  of  silicon,  are  now  being  driven 
by  equally  tiny  motors. 


So  the  stodgy  old  car  industry  will  continue  to  lead  the  way, 
thanks  in  large  part  to  two  familiar  characters  from  American 
life:  the  mother  who  wants  every  car  safe,  and  the  teenager — 
or  overgrown  teenager — in  desperate  need  of  a  really  cool  ride. 
See  MEMS  companies  listed  on  page  64. 

OF  MIGHT  AND  MEMS 

BY   ANDREW    FREIBURG  HOUSE 

Dr.  W.  David  Williams  of 
Sandia  National  Laboratories 
grew  up  in  the  suburbs  of 
Chicago  in  the  1960s  fearing 
a  nuclear  holocaust.  "I  vividly 
remember,  when  I  was  15, 
I  got  in  a  big  fight  with  my 
parents  because  they  were 
being  irresponsible  by  taking 
a  vacation  instead  of  build- 
ing a  bomb  shelter.  So  I  am  a 
true  child  of  the  Cold  War." 

It's  that  enduring  concern 
for  protecting  home  and 
country  that  led  Williams 
to  New  Mexico's  Sandia 
National  Laboratories,  the  government  agency  responsible 
for  the  nation's  nuclear  weapons,  and  his  work  as  director  of 
Sandia's  Microsystems  Center.  "I  honestly  believe  that 
[MEMS]  are  the  new  way  to  keep  the  country  safe,"  he  says. 

Williams  isn't  alone.  "The  government  has  its  hands  on 
almost  every  area  of  [MEMS]  research,  from  cars  to  optics," 
says  Eric  Pearson,  director  of  the  Applied  Physical  Sciences 
Laboratory  at  SRI  International,  a  Silicon  Valley  group  that 
has  worked  closely  with  the  military  for  more  than  30  years. 
"They're  watching  this  area  very  closely." 

The  government  is  spending  nearly  $200  million  per  year 
on  MEMS  research  through  two  agencies:  Sandia  and 
DARPA,  the  Defense  Advanced  Research  Projects  Agency, 
which  is  responsible  for  funding  cut- 
ting-edge military  technology.  Unlike 
DARPA,  which  is  only  a  funding  opera- 
tion, Sandia  is  a  research  lab,  a  maker  of 
MEMS.  Williams  heads  a  group  of  500 
scientists  and  engineers  in  the  Microsys- 
tems Center  and  oversees  an  annual 
budget  of  $120  million,  a  number  he 
anticipates  will  grow  15%  to  20%  a 
year.  Within  a  couple  of  years,  Williams 
says  his  department  will  move  into  a 
$380  million  state-of-the-art  facility, 
bankrolled  by  the  Department  of  Energy. 

Williams  operates,  he  says,  under  the 
"anything  that's  good  for  MEMS  is  good 
for  national  defense"  mentality.  He  even 
goes  so  far  as  to  encourage  scientists  at 


the  lab  to  take  an  "entrepreneurial  leave  of  absence"  and  s 
MEMS  companies.  That's  what  scientist  Paul  McWhorter 
with  a  startup  called  MEMX.  All  four  cofounders  rem 
employees  at  Sandia,  and  the  lab  even  holds  an  equity  staki 
the  venture.  Williams  says  three  or  four  other  spin-offs  an 
the  works. 

Despite  all  this  activity,  there  are  no  military  MEMS  in  m 
production  right  now,  just  a  few  prototypes.  Remote  sens 
is  a  particularly  hot  research  area.  A  tiny  MEMS  sensor,  snj 
enough  to  fit  in  the  buttonhole  of  a  soldier's  uniform,  cq 
successfully  identify  the  six  chemical  agents  deemed  most  a 
gerous  by  the  Pentagon.  Another  widely  desirable  defe 
application:  "guided  munitions,"  grenades  or  mortars  equip) 
with  cheap,  expendable  MEMS  that  track  their  movements 

The  big  defense  contractors — Raytheon,  Boeing,  Lock™ 
Martin — also  are  investigating  MEMS  technology,  Willia| 
says.  Still,  he  looks  to  startups  to  really  drive  the  industry ; 
then  get  snapped  up  by  the  bigger  fish.  He  acknowledges,  ho 
ever,  that  no  one's  yet  sure  what  the  competitive  landsc 
will  ultimately  look  like,  since  the  market  for  military  MEM 
in  its  infancy.  See  MEMS  companies  listed  on  page  64. 

HEALTH  CARE  


FANTASTIC  VOYAGERS 


BY    KAREN  SOUTHWICK 


TINY  TEETH:  Thanks  to  innovations  in  the  early  1990s, 
scientists  at  Sandia  National  Laboratories  are  able  to 
manufacture  tiny  gears  with  interlocking  teeth. 


"The  blind  see,  the  lame  walk. ..the  deaf  hear."  Luke  7:22\ 

Almost  2,000  years  since  Jesus  spoke  these  words  re) 
ring  to  miraculous  healings,  powerful  miniaturized  electrd 
devices,  implanted  within  the  body,  promise  to  perform  sq 
of  these  same  miracles  and  many  more. 

"Deafness  is  a  treatable  situation,"  proclaims  Ken) 
"Ken"  Wise,  professor  of  electrical  engineering  and  compu 
science  at  the  University  of  Michigan  at  Ann  Arbor.  "In! 
next  20  years,  most  deafness  will  disappear."  With  fund] 
from  the  National  Institutes  of  Health  (NIH),  Wise  is  del 
oping  a  second-generation  cochlear  implant  based  on  ME] 
that  he  expects  to  be  commercialized  in  about  five  years. 

Other  researchers  are  harness) 
MEMS  in  efforts  to  stimulate  paralyi 
limbs,  improve  treatment  of  diseases  I 
Parkinson's  and  epilepsy,  diagnose  ba< 
rial  or  viral  agents,  determine  drug  sal 
and  efficacy,  speed  up  drug  discovery 
well  as  deliver  drugs  and  vaccines  p 
cisely  where  they're  needed,  and  ena 
the  blind  to  distinguish  images  and  na 
gate  (see  story,  page  60). 

It's  all  part  of  what  some  experts « 
"bioMEMS,"  which  combine  the  exp 
sive  power  of  chip  technology  wl 
our  expanding  knowledge  of  biolo 
cal  functioning  to  produce  new  devi 
with  a  wide  array  of  potential  health  c 
applications. 
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Not  Just  Another 
Pretty  Interface. 
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Introducing  Jasmine  it  Portal. 
The  eBusiness  Workplace  That 
Empowers  Your  Organization 
ToWinAteSpeed. 

On  the  surface,  most  portals  look  and  function  the 
same.  But  one  is  dramatically  different  from  all  the 
rest  —  the  Jasmine/'/  Portal.  While  some  portals 
only  let  you  customize  their  content,  Jasmine// 
Portal's  dynamic  personalization  goes  one  step 
further.  It  intelligently  finds  information  that  other 
portals  might  not  even  consider  delivering  to  users. 

Jasmine// Portal's  superior  visualization  helps 
everybody  work  smarter.  Users  can  dynamically 
interact  with  data  rather  than  just  viewing  it. 
Prospects  will  be  sold  thanks  to  Jasmine  ii  Portal's 
3-D  imaging  —  it  makes  products  come  alive! 


Another  distinctive  quality:  awesome  integration 

pulls  information  from  every  application  and  location 
—  turning  your  eBusiness  into  one,  realtime 
collaborative  environment.  And  no  other  portal 

vendor  offers  proven 
methodologies  and 
services  that  help 
your  organization  map 
knowledge  manage- 
ment initiatives  to 
business  processes. 


'Ptduatom  tor  Horn*  Comoulwi 
■  Commtc*  On*  RfwrM  03 


New  Jasmine//' Portal. 
It's  living  proof  that 
beauty  really  is  more 
than  skin  deep. 


Check  it  out. 
Go  to  ca.com/jasmineportaldemo. 


4" 


Jasmine  n  Portal 
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In  2000  the  worldwide  medical  market  for  micro- 
machines  totaled  $2.4  billion,  according  to  estimates  by 
Roger  Grace  Associates.  Roger  Grace,  the  president, 
sees  growth  accelerating  as  bioMEMS  begin  to  reach  the 
commercial  market  over  the  next  several  years.  .By  2004, 
he  predicts,  medical  MEMS  will  hit  $7.4  billion,  the  second- 
largest  sector  after  IT. 

EXISTING    APPLICATIONS:   A   PRESSURE  POINT 

The  biggest  single  medical  market  for  micromachines  today  is 
disposable  blood  pressure  sensors,  according  to  Steve  Hendry, 
marketing  director  for  Motorola  Semiconductor's  Sensor  Prod- 
ucts Division.  These  connect  a  sensor  to  the  intra- 
venous fluid  line  to  monitor  blood  pressure  during 
surgery  and  recovery. 

The  key  to  volume  sales  is  in  making  these 
sensors  cheap  enough  to  be  disposable — the  cost 
is  roughly  $10  to  a  hospital,  of  which  the 
sensor  accounts  for  10%.  Hospitals  prefer  dispos- 
able units  because  they  don't  require  labor-inten- 
sive resterilization.  Hendry  estimates  the  world- 
wide market  at  18  million  to  20  million  units 
a  year. 

There  are  other  medical  niches  for  pressure 
sensors,  ranging  from  sleep  apnea  masks  to  hospi- 
tal beds  that  regulate  airflow  to  prevent  bedsores. 
"There's  not  a  lot  of  huge  volume  applications," 
says  Hendry.  In  the  future,  he  expects  more 
expansion  into  home  niches,  where  patients  can  use  the 
devices  to  monitor  their  own  conditions,  such  as  blood 
glucose  levels  in  diabetics,  and  into  new  geographical  mar- 
kets like  China. 

Manufacturers  such  as 
Motorola  and  TRW  Lucas 
NovaSensor  sell  MEMS  to 
medical  device  suppliers  such 
as  Medtronic  and  Abbott 
Laboratories,  which  in  turn 
sell  to  hospitals.  Paul  Cit- 
ron, vice  president  of  science 
and  technology  at  Medtronic, 
sees  micromachines  "as  part 
of  the  natural  progression 
we've  seen  in  other  aspects  of 
technology,"  where  devices 
become  smaller,  easier  to  use, 
more  flexible,  and  more 
versatile. 


PICTURE  THIS:  A  micromachine  used  in  state-of-the-art 
business  projectors  to  produce  brighter,  sharper  images 


POKE  IN  A  PIG:  A  MEMS  needle  sticking 
through  a  pig's  skin,  next  to  the  animal's 
hair  follicles 


IMPLANTABLE    DEVICES:    A   BETTER  BRAIN 

In  one  corner  of  the  NIH,  Dr.  Bill  Heetderks  is  directing 
research  into  neural  prostheses,  which  will  place  MEMS  elec- 
trodes into  the  brain  itself.  "A  major  push  is  to  develop  tech- 
niques to  make  connections  between  the  artificial  world  of 
electrons  and  the  biological  world  of  living  neurons,"  he 
explains.  To  that  end,  out  of  an  annual  budget  of  about  $10 
million,  Heetderks'  program  funds  research  benefiting  Wise's 
cochlear  implant.  Other  ongoing  projects  target  paralyzed 
limbs,  blindness,  and  certain  diseases. 
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For  instance,  deep  brain  stimulation  appears  to  reduce  d 
tremors  associated  with  Parkinson's  disease.  Medtronic  alrea< 
sells  a  non-MEMS  implant  for  Parkinson's,  but  adding  MEM 
could  allow  further  miniaturization  and  add  capability.  Tl 
next  step  will  be  to  implant  MEMS  electrodes  into  anima 
"to  better  understand  exactly  what  these  areas  of  the  bra 
are  doing,"  says  Heetderks. 

The  first  MEMS  neural  implant  to  reach  the  market  w 
likely  be  for  deafness.  At  the  University  of  Michigan,  Wise 
device  uses  a  MEMS  electrode  to  interface  with  neuroi 
responsible  for  translating  auditory  signals.  The  array 
threaded  into  the  inner  ear  of  a  deaf  person,  where  it  rela 

"sound"  to  the  brain.  Cu 
rently,  non-MEMS  devic 
have  been  implanted  in  abo 
30,000  people,  but  Wi 
expects  MEMS  to  impro^ 
hearing  sensitivity,  enablin 
someone  to  pick  out  speed 
in  a  crowded  room  or  heari 
much  more  natural  versiq 
of  music. 

Restoring  function 
paralyzed  people  also  couj 
be  accomplished  throu 
implantable  microdevices  tl 
stimulate  nerves  or  muscle! 
Initially,  such  devices  woii 
be  signaled  from  outside  the  body  via  a  wireless  control,  b| 
"the  Holy  Grail  is  to  put  electrodes  into  the  brain  to  interaj 
with  the  devices,  and  let  the  person  'think'  walking,"  sa 
Yitzhak  Zilberman,  director  of  business  development  f 
the  nonprofit  Alfred  Mann  Foundation,  which  does  bi 
MEMS  research. 

DIAGNOSTICS:   QUICK  FIX 

In  ways  that  parallel  how  semiconductors  process  electron 
micromachines  take  in  and  analyze  fluids  containing  DN 
proteins,  or  cells  to  detect  disease  or  genetic  abnormality 
For  example,  pharmaceutical  companies  use  these  machin 
to  determine  how  a  snippet  of  DNA  will  interact  with  the 
compounds.  In  the  future,  physicians  could  use  a  tiny  an 
lyzer  to  check  blood  for  bacterial  infection. 

Lab-on-a-chip  technology  is  under  development  by  a  numn 
of  companies,  including  Cepheid  and  Caliper  Technology 
Caliper,  the  first  to  commercialize  a  form  of  the  technology 
late  1999,  partners  with  Agilent  to  sell  a  bioanaiyzer  f 
genetic  analysis  to  pharmaceutical  customers  such  as  Amge 
Genentech,  and  Millennium. 

Cepheid,  founded  by  longtime  MEMS  researcher  Ku 
Petersen,  "aims  to  provide  systems  that  do  DNA  testing  wh 
and  where  you  need  it,"  he  says.  Here's  how  a  Cepheid  prodi 
in  development  might  work:  Bacterial  infections  currently  tai 
several  days  to  culture  and  identify  from  a  blood  sample.  By  th 
time  it  might  be  too  late  to  administer  antibiotics.  "With  o 
MEMS  device,  you  can  do  these  tests  in  half  an  hour,"  sa 
Petersen,  not  only  identifying  the  harmful  agent  but  also  det< 
mining  whether  it's  resistant  to  any  particular  antibiotic. 

Lest  all  of  this  sound  too  wondrous,  there's  a  lot  to 


CRUDE  DISCOVERED  A  WAY  TO  TURN  PRODUCTIVITY  INTO  PROFITS. 


MANAGEABILITY. 


r. * 


Gopal  Mehta,  Program  Manager,  Honeywell 
ccelerates  asset  performance. 


1 


The  kind  of  productivity  born  of  advanced  technology.  Unparalleled  experience.  And  a  vested  interest  in 
results.  The  kind  that  fuels  business  growth.  Reduces  risks.  And  accelerates  automation  benefits.  In  short, 
a  revolutionary  way  of  doing  business.  That's  why  Syncrude,  the  world's  largest  oil  sands  crude  operation, 
turned  to  Honeywell's  ManageAbility™  services.  Through  a  unique  co-sourcing  relationship,  Honeywell  and 
Syncrude  teamed  to  reduce  costs,  improve  yields,  and  double  daily  production  levels.  ManageAbility  is 
bringing  similar  results  to  clients  such  as  Chevron  and  Conoco.  Whatever  your  business — from  mining 
to  refining,  from  producing  paper  to  chemicals — Honeywell  ManageAbility  can  provide  process 
automation  outsourcing  to  help  you  overcome  technology,  resource,  and  capital  constraints. 
What  could  be  more  productive  than  that? 


www.iac.honeywell.com/MA3 


Honeywell 


Industrial  Control 


1  Honeywell  Internationa!  Inc. 
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before  it  becomes  reality.  Any  technology  that  interacts  with 
or  is  implanted  within  the  body  faces  daunting  FDA  testing 
requirements  for  safety  and  effectiveness.  And  it  must  stand 
up  to  the  body's  often  inhospitable  environment,  too.  "We're 
already  marketing  devices  that  last  10  years  inside  a  patient's 
body,"  points  out  Medtronic's  Citron.  "Nevertheless,  the  bar- 
riers to  acceptance  are  extremely  high."  See  MEMS  compa- 
nies listed  on  page  64. 

TELECOMMUNICATIONS 

REFLECTING  THE  FUTURE 

BY   ERIC   W.  PFEIFFER 

At  the  moment,  the  most  important  MEMS  in  the  world 
could  well  be  those  being  developed  for  the  all-optical  switch, 
a  magical  little  device  that  will  make  our  communications 
network  cheaper  and  more  efficient.  In  the  past  year,  30  new 
optical-switch  companies  have  emerged,  garnering  $1.2  bil- 
lion in  funding,  according  to  consultant  Jeff  D.  Montgomery 
of  ElectroniCast,  an  independent  consulting  firm  specializing 
in  optics.  Different  types  of  MEMS  are  being  developed  to 
switch  streams  of  light  (or  data)  as  they  travel  down  fiber- 
optic cables.  Many  companies  are  using  tiny  moving  mirrors; 
other  companies,  such  as  Agilent  Technologies,  believe  they 
can  do  it  by  reflecting  light  off  minute  bubbles. 

Lucent,  Nortel  Networks,  Corning,  and  JDS  Uniphase  are  all 
hard  at  work,  as  are  smaller  players  such  as  Onix  Microsystems, 
C  Speed,  and  OMM. 

Already  this  activity  has  served  to  greatly  increase  the  profile 
of  MEMS,  and  if  these  optical  switches  turn  out  to  be  a  commer- 
cial success,  they  will  propel  the  entire  industry  forward,  accord- 
ing to  one  of  the  pioneers  in  the  MEMS  field,  Ken  Gabriel.  The 

early  MEMS  were  limited  in 
their  range  of  motion.  But 
the  mirrors  in  these  optical 
switches  flip  back  and  forth, 
exhibiting  a  wide  sweep  of 
movement.  Optical  switches, 
then,  could  be  an  important 
technical  step  forward. 

Besides  switches,  MEMS 
are  likely  to  play  a  role  in 
other  optical-network  com- 
ponents (such  arcane  things 
as  tunable  lasers  and  variable 
attenuators).  "There  will  be 
great  opportunity  for  those 
companies  attacking  the 
peripheral  components,"  says 
analyst  Roger  Grace  (mostly 
because  the  switching  space  is  already  overloaded  with 
competing  companies,  he  adds). 

MEMS  also  are  playing  a  role  in  another  part  of  the 
telecommunications  space:  radio  frequency  (RF),  which  con- 
sumers think  of  as  cell  phones.  One  of  the  world's  leading 
researchers  in  this  space,  Clark  Nguyen,  an  associate  pro- 


A  RICH  SWITCH:  Recently  millions  of 
dollars  have  poured  into  the  development 
of  MEMS  optical  switches. 


SMALL  CHANGE:  Besides  optical  switch 
MEMS  devices  are  likely  to  be  used  in  a 
variety  of  optical-network  components. 


fessor  at  the  University  of 
Michigan,  is  exploring  the 
possibility  of  replacing  many 
of  the  bulky  electronic  com- 
ponents in  cell  phones 
with  MEMS. 

Nguyen  says  venture  capi- 
talists are  just  starting  to  get 
interested  in  this  field,  and  in 
the  next  year  we  can  expect  to 
see  a  few  startups.  And  no 
wonder.  This  market  has  the 
potential  to  be  huge:  The 
United  States  currently  has  86 
million  wireless  subscribers. 

If,  as  Nguyen  believes,  10 
to  15  of  these  RF  MEMS  could  replace  traditional  componen) 
in  the  next  decade,  then  cell  phones  could  become  extremei 
small  (the  size  of  a  wristwatch),  require  little  in  the  way 
battery  power,  and  possibly  be  cheaper.  If  phones  beconj 
cheaper  and  smaller,  then  they  also  become  ubiquitous.  "ThJ 
could  completely  change  the  architecture  of  communication 
says  Nguyen. 

Already,  it's  rumored  that  Agilent  is  gearing  up  to  put  one  J 
these  MEMS,  a  thin-film  acoustic  resonator,  into  a  cell  phoru 
Lucent  and  TFR  Technologies  in  Oregon  also  are  looking  in 
the  technology. 

It  is  the  growth  in  optics  and  RF  that  Grace  sees  as  a  a 
driver  in  the  future.  In  2000  telecommunications  MEty 
accounted  for  $130  million.  But  in  the  next  four  years,  tn 
figure  will  grow  to  $3.65  billion,  he  says,  becoming  the  thii 
largest  moneymaker  in  the  MEMS  industry,  after  the  IT  ap 
medical  spaces.  See  MEMS  companies  listed  on  page  64. 


FOUNDRIES 


THE  MEMS  MAKERS 


BY   KIP  CROSBY 


If  micromachines  are  paralleling  the  chip  industry  (see  into 
duction,page  41),  then  what  is  the  equivalent  of  Intel?  Is  there 
single  dominant  player?  In  a  word,  no.  In  fact,  it's  estimate 
there  are  40  to  50  MEMS  makers,  or  foundries,  worldwidi 
None  has,  as  yet,  broken  away  from  the  pack. 

While  these  foundries  have  been  able  to  look  big — mosfl 
by  piggybacking  on  the  gigantic  investments  they've  alreac 
made  in  silicon  semiconductor  fabrication — they  are,  in  fac 
still  in  their  adolescence.  Much  remains  to  be  accomplish 
because  micromachines,  with  their  moving  parts,  are  signii 
cantly  more  complex  and  sensitive  than  traditional  chips. 

Not  surprisingly,  the  biggest  foundry  players  are  the  risl 
taking  producers  of  specialized  and  niche  chips,  such  i 
Motorola,  Sony,  Analog  Devices,  and  Texas  Instrument 
Agilent  Technologies,  formerly  the  test  and  measurement  div 
sion  of  Hewlett-Packard,  is  engaging  in  micromachine  desig 
to  extend  its  lead  in  sensor,  optical,  and  printing  technolog 
Specialized  companies,  such  as  industry  leader  Standat 
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MEMS  MICROCOSM 


MEMS,  IntelliSense,  Cepheid,  Aclara  Biosciences,  Caliper 
Technologies,  MEMX,  and  Coventor  are  starting  with  a 
narrower  base  of  expertise  than  the  big  corporations,  but — 
since  startups  traditionally  struggle  for  development  of  the 
most  advanced  technologies — they  may  end  up  as  well  or 
better  positioned  to  take  advantage  of  future  demand.  Some 
startups  have  already  been  purchased  to  serve  as  dedicated 
divisions  of  larger  companies;  examples  are  Cronos  by  JDS 
Uniphase  and  Kionix  by  Calient  Networks.  IntelliSense  was 
acquired  in  June  2000  by  Corning. 

Even  with  their  close  links  to  chip  fabrication,  the  foundries 
have  a  number  of  challenges  they  must  overcome,  namely  pack- 
aging and  testing.  Tiny,  temperature-sensitive,  and  easily  dam- 
aged by  handling,  MEMS  must  be  securely  packaged  for  shipping 
and  placement  into  a  larger  system.  They  also  must  be  exhaus- 
tively tested.  MEMS  makers 
must  "test  at  the  wafer  level, 
test  at  the  die  level,  and  test  the 
individual  micromachine," 
says  Art  Holzknecht  of  Etec 
Incorporated,  a  leading  MEMS 
test  facility  headquartered  in 
Peabody,  Massachusetts.  "You 
don't  want  to  waste  good  pack- 
aging on  a  bad  device.  On  the 
other  hand,  a  good  device  can 
be  damaged  when  you  package 
it,  so  test  again  before  you  send 
it  to  inventory."  The  cost  of 
testing  and  packaging  for  fin- 
ished MEMS  can  be  60%  to 
80%  of  the  total  cost.  This  cost, 
however,  should  go  down  as 
the  manufacturing  processes 
become  more  streamlined. 

In  the  near  future,  just  as 
in  the  chip  industry,  there 
is  sure  to  be  a  competitive  shakeout.  Not  all  the  foundries 
will  survive.  But  those  that  do  will  find  themselves  on  the 
ground  floor  of  a  potentially  giant  and  reliably  lucrative 
industry  —  "a  revolution  in  waiting,"  says  Shaun  Jones  of 
DARPA,  the  military  think  tank  legendary  for  bankrolling  the 
Internet's  beginnings.  See  MEMS  companies  listed  on  page  64. 


BLOOD  AND  GEARS:  A  gear  and  linkages, 
with  red  blood  cells  (lower  right  and  top 
left)  and  a  grain  of  pollen  (top  right)  for 
size  comparison 


CONSUME 


LIVING  THE  GOODS  LIFE 


BY   KARIN  A    KIN  I  K 


At  least  once  a  day,  consumers  can  thank  MEMS  for 
products  that  enhance  everyday  life:  ink-jet  printer  heads,  car 
air  bags  (see  "Transportation"  page  51),  and  state-of-the-art 
projectors.  And  when  other  MEMS-based  goods — cam- 
corders, home  appliances,  toys — become  more  popular,  life 
should  get  even  better. 

Perhaps  the  greatest  challenge  for  this  sector,  which  is  still  in 
its  infancy,  lies  in  a  chicken-and-egg  dilemma.  Until  companies 


PUSH  AND  PULLEY:  A  belt  and  pulley 
system  that  is  only  3  microns  thick, 
smaller  than  a  human  cell 


adopt  widespread  use 
MEMS  in  consumer  produi 
manufacturers  won't  prodi 
them  in  large  enough  volun 
to  improve  yields  and  redn 
costs.   "There's   a  lot 
[MEMS]  technologies  a 
there,  but  not  one  that's  b« 
exercised  enough  to  rea 
drive  the  cost  out  of  it,"  \ 
plains  Richard  S.  Payne,  a  gj 
eral  manager  for  OM 
which  has  developed  MEl 
for  optical  switches. 

To  date,  one  of  the  m 
successful  consumer  pre 
ucts  to  use  MEMS  is  ink-jet  printer  heads.  This  microflul 
device  is  a  mini-teapot  of  sorts:  It  boils  the  ink,  which  tH 
expands  and  rushes  out  of  the  nozzle  onto  the  paper.  L 
mark,  Hewlett-Packard,  Olivetti,  Xerox,  and  Canon  all  i 
these  MEMS  in  the  majority  of  their  ink-jet  printers.  L 
year,  350  million  units  (worth  some  $700  million)  were  so! 

Texas  Instruments  uses  MEMS  in  its  digital  micromirj 
devices,  or  projector  chips.  The  chips  hold  mirrors  — 
larger  than  one-fifth  the  width  of  a  human  hair — that  tilt 
generate  pixels  of  light.  Put  a  million  of  these  mirn 
together,  each  capable  of  rotating  5,000  times  a  second,  a 
you  have  a  brighter,  sharper  image.  The  majority  of  thi 
chips  are  featured  in  business  projectors,  but  at  least  one  rru 
ket  study  predicts  that  similar  projection  systems  for  b 
screen  TVs  will  account  for  65%  of  the  home-entertainmi 
market  by  2006. 

Valued  at  $8.7  billion  in  2000,  the  IT  MEMS  sed 
which  includes  projectors  and  printer  heads,  will  rei 
$13.4  billion  by  2004,  an  increase  that  is  modest  when  co 
pared  to  other  MEMS  sectors.  Still,  it  will  continue 
be  the  largest  of  the  sectors,  representing  44%  of  the  tc 
MEMS  market,  according  to  a  Roger  Grace  AssociaC 
Nexus  study  of  viable  micromachine  industries  publish 
last  June. 

Beyond  IT,  some  analysts  see  great  promise  for  MEM$ 
consumer  electronics,  including  memory  chips  for  digi 
cameras.  Marlene  Bourne,  a  senior  analyst  for  marl 
research  firm  Cahners  In-Stat  Group,  anticipates  sales 
select  products  to  reach  $1.57  billion  by  2005. 

Others  see  potential  for  MEMS  in  toys  and  games  t| 
require  motion — everything  from  joysticks  to  artific 
intelligence  robots.  Yang  Zhao,  founder  of  Memsic,  a  mai 
facturer  of  sensors  for  automotive  and  consumer  appli 
tions,  notes  that  of  the  100  million  joysticks  produc 
last  year,  only  a  small  percentage  had  MEMS  in  them.  1 
Zhao  expects  20%  to  40%  of  joysticks  to  contain  MEl 
within  two  to  three  years. 

Today,  MEMS  also  are  used  in  higher-end  wash 
machines  (to  prevent  unbalanced  loads)  and  microwave  ovi 
(to  compensate  for  altitude  difference),  but  the  technology  I 
to  mature  for  it  to  become  ubiquitous.  "It's  a  slowly-but-sur 
kind  of  mind-set,"  says  analyst  Bourne.  "Time  will  prove 
technology."  See  MEMS  companies  listed  on  page  64. 
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iw  -  use  the  cutting-edge  science  of  quantitative  analysis 
>  virtually  eliminate  the  No  J  reason  individual  investors 

make  unprofitable  decisions. 


Forbes  Aggressive  Growth 
r  is  a  professionals' system  of 
ricking  and  market  analysis 
that  will... 

ze  subjective  decision  making. 
|  stocks  expected  to  outperform  the 

with  greater  certainty  when 
uld  consider  selling  a  stock, 
your  anxiety  level  in  a 
market. 

'bes  Aggressive  Growth  Investor  is  a 
sed  program  that  virtually  eliminates 
.opinion.. .and  subjective  reasoning 
ock  picking  process  by  using  a 
v,  market-tested  computer  program, 
h  the  science  of  quantitative  analysis, 
ter  mode!  is  able  to  more  accurately 
tock's  short  term  performance. 

'tested  for  a  period  of  10  years 
five  the  system's  effectiveness. 

■he  Forbes  Aggressive  Growth  Investor 
jirvice,  the  computer  model  behind  the 
j'  been  in  use  for  over  ten  years.  Here's 
j;d  proof  this  system  of  quantitative 
ally  works: 

le  past  10  years  the  system  beat  the 
b  every  year  except  one.  On  a  com- 
asis  the  system  yielded  more  than 
jreater  profits. 


Boosted  Returns 
an  EXTRA  362% 


Year 

S&P 

Applying  System 

1990 

-3.1% 

15.20% 

1991 

30.5% 

77.60% 

1992 

7.6% 

34.80% 

1993 

10.1% 

47.10% 

1994 

1.3% 

6.40% 

1995 

37.6% 

58.10% 

1996 

23.0% 

39.20% 

1997 

33.4% 

50.60% 

1998 

28.6% 

27.40% 

1999 

21.0% 

26.90% 

2000 

-3.0% 

3.50%* 

Average 

17.0% 

35.16% 

•Through  August  2000 

Put  another  way: 

□  $10,000  invested  with  the  help  of  quantitative 
analysis  would  have  grown  to  $239,391! 

□  $10,000  in  an  S&P  index  fund  grew  only 
to  $51,716! 

Discover  the  Million-Dollar  Advantage 

Until  now,  the  cost  of  the  sophisticated  com- 
puter programs  required  to  apply  the  science  of 
quantitative  analysis  to  an  investment  portfolio 
made  it  an  advantage  available  only  to  large 
institutions  and  their  key  accounts.  But  now,  the 
Forbes  Aggressive  Growth  Investor  makes  this  val- 
uable stock-picking  tool  available  to  you. 


Now,  as  a  Charter  Subscriber  to  the  Forbes 
Aggressive  Growth  Investor,  you  can  be  the  kind 
of  cold-blooded,  disciplined  and  consistent 
investor  who  rides  out  the  storm  and  goes  on 
to  greater  profits. 

Act  now  -  Get  a  FREE  Issue, 
Save  $300,  PLUS  get  a  FREE  Report 

Just  mail  the  coupon  below  and  we'll  be 
happy  to  send  you  a  FREE  issue  of  the  Forbes 
Aggressive  Growth  Investor  so  you  can  evaluate 
it  for  yourself.  In  your  FREE  issue,  you'll  find 
our  portfolio  of  50  of  the  currently  best-to-own 
growth  and  momentum  stocks.  Each  month  the 
computer  filters  and  rates  some  3000  stocks, 
identifying  the  50  most  likely  to  enjoy  continued 
and  significant  short  term  gains,  stocks  that  will 
hopefully  double.. .triple.. .and  even  quadruple  in 
the  next  six  to  eighteen  months. 

Each  month,  as  the  computer  model  recal- 
culates, we  add  new  stocks  and  recommend 
selling  others. 

Act  now  to  become  a  Charter  Subscriber 
and  in  addition  to  a  FREE  sample  issue, 
you'll  also  save  $300  off  the  single-  , 
issue  price  of  an  additional  12      xx  - /7-PRlCE  '/ 
issues.  Plus  with  your  paid         x    Lrrni  CDCP  ' 
subscription  you'll  receive  a       ^  Oifr  tl». 
FREE  copy  of  7  Growth  Stocks     -     SAMPLE  « 
to  Confound  the  Skeptics.  \SSUE' 

Remember,  this  is  about  using  '^VS/^ 
science,  not  judgment  to  accumulate 
wealth.  It's  a  system  that's  exactly  right 
for  this  volatile  stock  market. 


S  AGGRESSIVE  GROWTH  INVESTOR  HALF  PRICE  CHARTER  SUBSCRIPTION  RESERVATION 
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hnJI  -LC^  •  Subscription  (an  additional  12  issues)  in  my  name  at  the  money  saving  rate  of  $300  off  the  single  issue  cost.  If  not 
delighted  I  will  return  your  invoice  marked  cancel  and  that  will  end  the  matter.  Upon  receipt  of  my  payment,  you'll  also  send  me  a 
FREE  copy  of  the  Bonus  Report:  7  Growth  Stocks  to  Confound  the  Skeptics. 

□  I  prefer  to  pay  now.  Guarantee:  full  refund  if  not  delighted  with  your  FREE  sample  issue.       For  faster  service,  call  toll-free 

Pro-rated  refund  if  you  cancel  later  in  your  subscription  period.  *|  _^QQ  -"249"7449 
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THE  AMAZING.  INCREDIBLE 

I 


MICHAEL  S.   MALONE    •    ILLUSTRATIONS   BY   DOUGLAS  KLA 


EMS  (micro-electromechanical  systems)  technology 
has  a  great  "can-you-believe-it?"  factor  that  was 
sorely  missing  from  the  PC  era.  In  fact,  to  match  it 
you'd  have  to  go  back  to  the  early  Sputnik  days  of 
Amazing  Stories  and  Popular  Science  magazine — when  we 
wrote  of  personal  atomic  helicopters  and  domed  cities  on 
stalks — before  digital  processing  made  baud  rates  more  impor- 
tant than  ray  guns.  MEMS  bring  it  all  back.  Machines  the  size  of 


MICRO  SATELLITES:  Today  there  are  hun- 
dreds of  satellites  circling  the  earth.  Soon 
there  may  be  hundreds  of  thousands.  The  big- 
gest problem  with  satellites  today  is  their 
sheer  cost.  A  satellite,  typically  the  size  of  a 
refrigerator,  can  cost  millions  of  dollars  to 
build  and  $100  million  more  to  lift  its  one-  to 
three-ton  payload  into  space  by  rocket  or  shut- 
tle. Enter  MEMS.  At  Sandia  National  Laborato- 
ries, scientist  Jerry  Allen  is  developing  new, 
pint-size  space  probes  with  all  the  power  of 
their  giant  predecessors  but  weighing  no 
more  than  a  few  ounces.  These  baseball-size 
microsatellites  would  be  fired  into  orbit  by 
large  guns.  If  Allen  succeeds,  the  night  sky 
may  soon  be  filled  with  mini  probes,  enough 
to  transform  global  communications  into  a 
low-cost,  personalized  service.  And  best  of 
all,  no  heavy  chunks  of  molten  space  junk  to 
come  crashing  back  to  Earth. 


cells!  The  blind  see  again!  You  can't  help  but  be  thrilled.  It 
makes  titanium  laptops  seem  prosaic  by  comparison. 

In  the  spirit  of  this  good  old  Atomic  Age  fun.  we  pre 
coolest  of  the  potential  new  applications  for  MEMS  in  tin 
the  old  science  magazines.  But  keep  in  mind:  Although  ih 
may  be  breathless  and  the  illustrations  straight  out  of  ft 
Tales,  the  products  are  real  and  may  soon  debut  in  a  d 
office — or  a  smart  dust  cloud — near  you. 
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NO  MORE  NEEDLES:  Massachusetts  Institute  of  Technology  Profes- 
sor Robert  Langer  is  designing  an  implantable  "pharmacy  on  a  chip," 
which  will  carefully  release  drugs  into  the  body  from  tiny  chambers 
embedded  in  the  silicon.  Insulin  delivery  is  one  such  application; 
researchers  are  also  looking  at  hormones,  chemotherapy,  and  pain- 
killers. An  MIT-affiliated  startup  called  Microchips  is  experimenting 
with  the  first  generation  of  these  chips,  which  release  their  medication 
upon  signals  from  an  outside  source,  wired  through  the  skin.  The  second 
generation  will  be  wireless.  Most  amazing  of  all,  though,  will  be 
the  third-generation  chip,  expected  by  about  2010.  It  will  interact 
with  MEMS  sensors,  embedded  in  the  body,  to  respond  to  the  body's 
own  internal  signals. 


mm 

MBS  AWARE:  Over  the  next  five  years  MEMS  devices  could  become  a  part  of  everything  from 
nades  to  atomic  bombs.  Attached  to  a  munition,  the  device  could  transmit  real-time  information 
its  trajectory,  its  proximity  to  a  target,  and.  should  it  fail  to  explode,  its  location.  It  could 
sibly  even  be  turned  off  at  the  last  second  if  it  were  headed  in  the  wrong  direction.  This  not 
/  means  a  greater  likelihood  of  destroying  an  enemy  but  also  reduces  the  likelihood  of  collat- 
!  damage.  Needless  to  say,  not  ail  bombs  are  ours.  Some  of  the  most  dangerous  ones  can  come 
suitcases  and  parcels.  So  scientists  at  SRI  International  have  actually  built  a  MEMS  "inch- 
rm"  that  could  one  day  be  capable  of  crawling  into  a  package  or  container  and  checking  to  see 
s  &  bomb.  Airport  check-in  is  about  to  become  even  longer,  and  stranger. 


X-RAY  VISION:  Because  of  the  complexity  of  the  task,  research 
into  the  use  of  MEMS  to  regain  lost  sight  is  only  in  its  early 
stages.  In  preliminary  experiments,  conducted  at  Johns  Hopkins 
University  and  now  being  commercialized  by  a  company  called 
Second  Sight,  MEMS-based  retinal  implants  are  attached  to  a 
miniature  camera  mounted  on  a  pair  of  eyeglasses.  By  the  end  of 
this  decade,  the  technology  is  expected  to  advance  along  two 
fronts:  The  external  camera  will  disappear,  ultimately  becoming 
part  of  the  impiant,  thus  reproducing  the  processes  of  the  eye 
itself;  and  the  ability  of  the  implant  to  capture  and  present 
imagery  to  the  brain  will  improve  radically.  Better  yet,  the  devel- 
opment curve  may  be  open-ended,  in  other  words,  the  blind  may 
soon  not  only  be  able  to  see,  but  possibly,  in  the  distant  future,  see 
beyond  the  boundaries  of  normal  human  sight — outside  the  visi- 
ble light  spectrum,  at  night,  and,  thanks  to  the  built-in  camera, 
both  microscopically  and  telescopically.  This  raises  an  interest- 
ing question:  Will  normally  sighted  people,  feeding  left  behind, 
begin  lining  up  for  retina)  implants,  too? 


SMART  DUST:  Measuring  air  quality  has  typically 
required  large  and  expensive  gas  analyzers.  MEMS 
technology  offers  the  prospect  of  taking  a  cluster  of 
microsensors — as  many  as  50,  each  capable  of 
measuring  a  different  pollutant  on  the  Environmental 
Protection  Agency  list — and  wrapping  them  around 
an  embedded  microprocessor  chip.  The  resulting 
atmospheric  monitoring  system  would  be  about  the 
size  of  a  sugar  cube.  These  cubes  could  be  scattered 
throughout  the  landscape,  continuously  monitoring 
air  quality  with  unprecedented  precision.  But  that's 
only  the  start.  Unless  it  is  anchored  to  something,  the 
littlest  MEMS  device  will  float  on  even  the  lightest 
breeze.  Imagine,  as  Professor  Kristofer  Pister  at 
the  University  of  California  at  Berkeley  already  has, 
millions  of  MEMS  sensors  floating  about  in  the 
atmosphere  like  smart  dust.  They  will  check  the 
atmosphere  for  temperature,  pressure,  humidity,  and 
pollutants.  Pister  has  a  grant  from  the  Department  of 
Defense  to  develop  prototypes  over  the  next  three 
years.  If  he  succeeds,  the  impact  on  meteorology  and 
air-quality  control  would  be  enormous.  On  the  other 
hand,  if  you  think  your  allergies  are  bad  now... 


\SE  HOLD,  I'M  SHOPPING/DRIVING/WATCHING  TV:  Coming  in  about  two  years  will  be  cell  phones  with  built-in  bar  code 
ners,  like  the  kind  used  at  supermarket  checkouts.  Consumers  will  be  able  to  use  the  phone  to  make  point-of-sale 
liases.  Just  swipe  and  buy.  Oh,  and  don't  be  surprised  if  an  ad  or  promo  subsequently  appears  on  your  phone's  display,  or  in 
ear.  But  don't  stop  there.  Several  companies  are  looking  at  MEMS  chips  for  automobile  cell  phones  that  would  allow  them 
tomatically  dial  police  if  they  sensed  an  impending  crash.  Finally,  let's  not  forget  that  most  popular  of  modern  activities:  watch- 
V!  Dashboard  televisions  are  currently  verboten,  primarily  because  drivers  would  look  at  the  dashboard  when  they  should 
raking  to  avoid  that  jackknifed  semi.  This,  of  course,  leaves  the  driver  feeling  left  out  when  the  passengers  are  watching 
'  Springer.  The  solution?  Miniature  eyeglass-mounted  mirrors,  based  on  MEMS,  that  will  aim  laser  video  right  into  the  retina, 
hour  is  going  to  be  much  more  fun.  reported  by  Andrew  freiburghouse,  karina  kinik,  and  karen  southwick 
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SELECT  COMPANIES  BY  INDUSTRY 


COVER  STORY:  MEMS 


TRANSPORTATION 

Analog  Devices  Norwood,  MA,  integrated  circuits,  $2.58  billion,  NYSE: 
ADI,  $62.60 

Delphi  Automotive  Systems  Troy,  Ml,  auto  parts,  $29.1  billion,  NYSE: 
DPH,  $14.76 

Motorola  Schaumburg,  IL,  telecommunications,  embedded  processors, 
$37.58  billion,  NYSE:  MOT,  $22.81 

Robert  Bosch  GmbH  Gerlingen-Schillerhdhe,  Germany,  automobile 
components,  $28.1  billion,  private 

HEALTH  CARE 

Abbott  Laboratories  Abbott  Park,  IL,  disposable  blood  pressure  trans- 
ducers and  drug  delivery  pumps,  $13.7  billion,  NYSE:  ABT,  $44.86 
Advanced  Bionics  Sylmar,  CA,  cochlear  implants  and  other  implantable 
stimulators,  private 

BD  (formally  Becton,  Dickinson  and  Company),  Franklin  Lakes,  NJ, 
MEMS  to  deliver  drugs  at  the  microdermal  level,  $3.62  billion,  NYSE: 
BDX,  $34.38 

Caliper  Technologies  Mountain  View,  CA,  lab-on-a-chip  technology, 
$18.6  million,  Nasdaq:  CALP,  $42.69 

Cepheid  Sunnyvale,  CA,  lab-on-a-chip  technology  for  DNA  analysis,  $7.1 
million,  Nasdaq:  CPHD,  $7.80 

Cochlear  Corporation  Englewood,  CO,  cochlear  implants  for  the  deaf  and 
hard  of  hearing,  $144.2  million  (Australian),  ASX:  COH,  $34.84  (Australian) 
Fiso  Technologies  (subsidiary  of  Roctest  Group  Company  Limited), 
Ste-Foy,  Quebec,  Canada,  fiber-optic  sensors,  $2.2  million,  Toronto  Stock 
Exchange:  RTT,  $8.60  (Canadian) 

Medtronic  Minneapolis,  MN,  MEMS  to  improve  next  generation  of 
implantable  drug  pumps  and  other  medical  devices,  $5.02  billion,  NYSE: 
MOT,  $54.00 

Motorola  Schaumburg,  IL,  fabrication,  $37.58  billion,  NYSE:  MOT,  $22.81 
Second  Sight  Valencia,  CA,  retinal  implants,  private 
TRW  Lucas  NovaSensor  (part  of  TRW),  Fremont,  CA,  fabrication,  $17.2 
billion,  NYSE:  TRW,  $36.36 

TELECOMMUNICATIONS 

Agilent  Technologies  Palo  Alto,  CA,  optical  switches,  $10.77  billion, 
NYSE:  A,  $54.55 

Corning  Corning,  NY,  optical  switches,  $7.27  billion,  NYSE:  GLW,  $56.71 
C  Speed  Santa  Barbara,  CA,  optical  switches,  private 
JDS  Uniphase  San  Jose,  CA,  optical  switches,  $1.43  billion,  Nasdaq: 
JDSU,  $54.81 

Lucent  Technologies  Murray  Hill,  NJ,  optical  switches,  $33.6  billion, 
NYSE:  LU,  $18.60 

Nanovation  Technologies  Northville,  Ml,  optical  switches,  peripheral 
components,  private 

Nortel  Networks  Brampton,  Ontario,  Canada,  optical  switches,  $30.28 
billion,  NYSE:  NT,  $38.23 

OMM  (formerly  Optical  Micro-Machines),  San  Diego,  CA,  optical  switches, 
$1.5  million  (Q1-Q3,  2000),  private.  Filed  S-1  on  September  15,  2000,  to 
go  public 

Onix  Microsystems  Richmond,  CA,  optical  switches,  private 

TFR  Technologies  Bend,  OR,  radio-frequency  MEMS  devices,  private 


FOUNDRIES 

Aclara  Biosciences  Mountain  View,  CA,  microfluidic  tools,  $3.47  mil 
Nasdaq:  ACLA,  $15.87 

Agilent  Technologies  Palo  Alto,  CA,  sensors  and  optical  prodii 
$10.77  billion,  NYSE:  A,  $54.55 

Analog  Devices  Norwood,  MA,  accelerometers,  $2.58  billion,  Nl 
ADI,  $62.60 

Calient  Networks  San  Jose,  CA,  photonic  switching  systems  and  s 
ware,  private 

Caliper  Technologies  Mountain  View,  CA,  microfluidic  technolog 
$18.6  million,  Nasdaq:  CALP,  $42.69 

Cepheid  Sunnyvale,  CA,  microfluidics  and  microelectronics,  $7.1  mil 
Nasdaq:  CPHD,  $7.80 

Coventor  (formerly  Microcosm  Technologies),  Cary,  NC,  MEMS  bioj 
and  communications  products,  private 

Etec  Incorporated  Peabody,  MA,  MEMS  testing  systems,  private 
IntelliSense  (subsidiary  of  Corning),  Wilmington,  MA,  silicon  mi 
machining  and  integrated  optics,  $7.27  billion,  NYSE:  GLW,  $56.71  j 
JDS  Uniphase  San  Jose,  CA,  fiber-optics  products  for  telecommun 
tions  and  cable  television  industries,  $1.43  billion,  Nasdaq:  JDSU,  $S 
MEMX  (2000  spin-off  of  Sandia  National  Laboratories),  Albuquerque,  I 
MEMS  optical  switches,  private 

Microvision  Bothell,  WA,  micromachine  optical-scanning  techno! 

$5.3  million  (Q1-Q3  2000),  Nasdaq:  MVIS,  $27.00 

Motorola  Schaumburg,  IL,  fabrication,  $37.58  billion,  NYSE:  MOT,  $2 

Sony  Tokyo,  Japan,  fabrication,  $63.08  billion,  NYSE:  SNE,  $73.55 

Standard  MEMS  Burlington,  MA,  sensors,  private 

Texas  Instruments  Dallas,  TX,  fabrication  and  digital  microm 

devices,  $11.87  billion.  NYSE:  TXN,  $43.80 

CONSUMERS 

Analog  Devices  Norwood,  MA,  accelerometers,  $2.58  billion,  Nl 
ADI,  $62.60 

Hewlett-Packard  Palo  Alto,  CA,  ink-jet  printers  with  MEMS  devi 
$48.78  billion,  NYSE:  HWP,  $36.85 

Lexmark  International  Lexington,  KY,  ink-jet  printers  with  Ml 
devices,  $3.81  billion,  NYSE:  LXK,  $57.50 
Memsic  (1999  spin-off  of  Analog  Devices),  Andover,  MA,  sensorsi 
accelerometers,  private 

OMM  (formerly  Optical  Micro-Machines),  San  Diego,  CA,  optical  switij 
$1.5  million  (Q1-Q3,  2000),  private.  Filed  S-1  on  September  15,  2000,  t 
public 

Sony  Tokyo,  Japan,  electronic  equipment,  $63.08  billion,  NYSE: ! 

$73.55 

Standard  MEMS  Burlington.  MA,  sensors,  private 

Texas  Instruments  Dallas,  TX,  digital  micromirror  devices,  $11.87  bil 

NYSE:  TXN,  $43.80 

Xerox  Stamford,  CT,  ink-jet  printers  with  MEMS  devices,  $18.63  bil 
NYSE:  XRX,  $8.17 

NOTE:  Companies  are  listed  under  categories  of  specialization,  with  I 
tion,  product,  most  recent  fiscal  year  revenues,  stock  symbol  (urn 
private),  and  closing  stock  price  on  January  31,  2001. 
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For  additional  stories  on  MEMS,  use  your 
:CueCat  device  to  scan  the  cue  code  (at  right). 
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Cult  thinking 
was  the  dark  secret 
of  the  Internet  bubble 

BY  MICHAEL  WOLFF 

ILLUSTRATIONS  BY  ERIC  DINYER 

first  heard  the  kool-aid  analogy  in  1991.  This 
was  during  the  early  wave  of  euphoria  over  interac- 
tive games.  Mark  Stahlman,  a  Wall  Street  analyst 
(and  an  early  recommender  of  AOL),  later  turned 
VC,  later  turned  guru,  strode  to  a  conference  lectern 
and  used  the  Kool-Aid  view  to  explain  the  market 
value  of  3DO,  the  maker  of  a  multimedia  entertain- 
ment system.  3DO  had  gone  public  the  day  before  and,  hinting 
at  the  Internet  future,  soared  wildly  in  value.  In  this  metaphor, 
it  was  3DO's  investors  who  had  drunk  the  Kool-Aid,  and  it 
was  Trip  Hawkins,  3DO's  CEO  and  mesmerizing  leader,  who, 
through  an  array  of  marketing  mind  games,  had  convinced 
large  numbers  of  people  to  do  things  not  necessarily  in  their 
best  interest.  Hawkins,  in  other  words,  was  Jim  Jones. 

The  next  time  I  heard  the  term  was  during  the  great,  if 
brief,  CD-ROM  phase  of  the  new  media  revolution.  This  time 
it  was  applied  to  Bill  Gross,  now  CEO  of  the  once  high-flying 
and  presently  subterranean  Idealab,  at  that  time  founder  and 
chairman  of  a  CD-ROM  upstart,  Knowledge  Adventure.  I  was 
about  to  meet  with  Gross  when  someone  I  knew  said,  in  a 
cautionary  tone,  "Remember,  he's  drunk  the  Kool-Aid." 

I  interpreted  this  to  mean  that  the  more  messianic  terms  I 
could  use  to  cast  technology,  new  media,  the  general  transfor- 
mation of  all  behavior  as  we  knew  it,  as  well  as  my  own  busi- 
ness plan,  the  more  Bill  Gross  would  be  inclined  to  do 
business  with  me.  He  was  a  believer;  therefore,  I  should  be  a 
believer,  too.  (The  fact  that  Gross  does  not  blink  much  might 
also  have  something  to  do  with  his  Kool-Aid  reputation.) 

My  assumption  at  that  point  in  the  '90s  technology  revo- 
lution was  that  drinking  the  Kool-Aid,  or  getting  other  people 
to  do  so,  was  just  a  sales  technique,  a  motivational  method — 
that  it  was  a  lot  closer,  in  fact,  to  Dale  Carnegie  than  to  Jim 
Jones.  Drinking  the  Kool-Aid  was  about  communicating  an 
essential  optimism,  confidence,  and  can-do  attitude.  It  was,  all 
in  all,  a  positive  attribute.  It  elevated  business  above  bureau- 
cratic and  impersonal  corporatism.  It  imbued  people  with  a 


belief  in  their  mission.  It  gave  products  meaning  beyond  n 
function  and  profit.  Good  enough. 

Apple  was  the  model.  People  at  Apple  drank  the  Kool- 
and  came  to  have  a  unique  pride  in  their  product.  Custon 
drank  the  Kool-Aid,  too,  and  became  extreme  advocates  of 
Apple  way.  Steve  Jobs,  of  course,  drank  it  as  well  as  serve 
and  was  the  most  extreme  in  his  beliefs.  The  Kool-Aid 
tor,  many  people  started  to  think,  was  an  important  ingred 
in  building  a  new  kind  of  company.  Kool-Aid  was  a  man; 
ment  tool.  You  wanted  people  to  think  of  their  jobs  as  a  m( 
ment,  a  club,  even  a  social  experiment.  You  wanted  pec 
to  believe  that  if  they  worked  for  you,  they  could  cha 
the  world — and  themselves. 

Viewed  one  way,  it  was  just  another  form  of  comp 
rah-rah.  But,  as  time  went  on,  you  could  start  to  see  it  thro 
another  lens.  Certainly,  any  journalist  who  dealt  with  Aj 
during  the  great  years  knew  there  was  some  other  weird  tl 
that  went  along  with  the  Apple  pride.  Apple  not  only  believe 
Apple,  it  also  believed  in  the  party  line,  and  it  expected  ev 
one — journalists  as  well  as  employees  as  well  as  customer 
to  toe  it.  Everything  was  great — except  if  you  said  it  might 
be.  You  were  either  friend  or  enemy.  At  Apple,  business 
personal.  You  had  better  believe. 

Of  course,  up  in  Redmond,  where  a  key  part  of  the  busn 
strategy  was  to  imitate  what  worked  at  Apple — interfaa 
well  as  culture — and  do  it  bigger,  they  were  serving  industi 
strength  Kool-Aid.  Hemmed  in  by  those  large  trees,  on  I 
Utopian  campus,  ferried  back  and  forth  in  MS  jitneys,  it  was, 
had  better  believe,  an  information  worker's  paradise.  Micro 
even  codified  this  cultishness  into  a  title;  there  were  peopl 
Redmond  identified  on  business  cards  as  "evangelizers." 

Oracle,  of  course,  imitated  Microsoft.  If  people  would  blir 
follow  Bill  Gates,  they  would  damn  well  follow  Larry  Ellison 

In  an  industry  that  likes  to  conform  to  nonconformity 
down  the  technology  corporation  food  chain,  cultish  coi 
rate  culture  became  the  way  to  go.  A  new  kind  of  business 
guage,  emphasizing  the  communal  and  the  mystical,  spreac 
the  West  Coast.  We  were  all  part  of  something  bigger  than 
ever  happened  before. 

"It's  a  state  of  minds,"  wrote  John  Perry  Barlow,  the  ranc 
Grateful  Dead  lyricist,  and  techno  philosopher,  about  the  i 
technology  business  and  culture.  "Or,  possibly,  in  some  rr 
realized  future  condition,  The  State  of  Mind.  It's  the  curl 
phase  of  what  I  call  The  Great  Work,  the  hard-wiring 
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sctive  consciousness,  the  end  toward  which,  according  to 
■ontologist-theologian  Teilhard  de  Chardin,  the  great  jour- 
of  evolution  has  been  headed  all  these  eons." 
Wired,  launching  a  genre  of  business  magazines  more  religious 
1  financial  in  tone,  articulated  the  difference  between  an  old 
and  a  new  way,  between  us  and  them,  between  believers  and 
believers.  The  first  order  of  business,  in  the  early  Wired  view 
le  world,  was  not  profits  but  transformation.  "We  were  going 
ransform  each  other  and  the  nation.  A  friend  went  out  to 
ed  before  it  was  a  year  old  and  reported  back  that  there  was 
lething  unsettling  about  its  overnight  success.  "It  seems," 
aid,  "a  lot  more  like  a  cult  than  a  magazine."  I  went  out 
Wired's  first  anniversary 
y.  There  were  a  thousand 
ies  writhing  in  unbusiness- 
ecstasy. 

>NE  DISTINGUISHING 
feature  of  a  cult  is  a 
lack  of  free  will  among 
idherents — a  radical  loss 
jbjectivity.  Part  of  this 
otion  involves  the  belief 
what  you  do  is  of  higher 
pose  than  anything  any- 
else  is  doing.  Other  peo- 
are  living,  breathing, 
'king,  earning — but  you 
transforming.  There  is 
ost  always  a  distinction, 
ally  aggrieved,  between 
and  them.  We  are  righ- 
is  and  you  are  doomed  (we 
the  rising  New  Economy, 
are  the  ash  heap  of  the 
lg  Old  Economy), 
rhis  is,  of  course,  the  basis 
vhich  many  religious  move- 
its  and  political  groups 
tv.  It  is  not  often,  however, 
basis  of  business  develop- 
lt  and  corporate  strategy. 
5ut  you  had  strange  and 
/erful  forces  in  play. 
Iechnology  was  a  business, 
r  all,  that  had  grown  up  in 
-thern  California  with  its 
>  propensities  and  nostal- 
and  ever-reviving  personal- 
i.  There  was  the  nature  of 
product  itself — dependent 
relatively  abstract  notions 
/hat  technology,  if  financed 
it  and  created  right  and 
)lied  right,  might  do  — 
ch  invited  a  near-mystical, 
ainly  faith-based,  explana- 
t  You  had  legions  of  young 
pie,  without  experience  in 


the  working  world,  eager  to  believe  in  the  biggest  picture  and 
longest  view.  (Indeed,  you  had  a  population  of  engineers,  techies, 
and  nerds  looking  for  a  grander  identity.)  You  had  the  need,  in 
startup  companies  growing  at  frantic,  unnatural  rates,  to  impose 
what  was  widely  called  "corporate  culture" — that  is,  a  collective 
attitude.  People  like  to  know  how  they  should  behave.  Then, 
too,  you  had  the  round-the-clock  working  thing,  which,  viewed 
in  a  different  light,  was  not  that  dissimilar  from  the  sleep  depri- 
vation strategies  prevalent  in  more  traditional  cults.  Likewise, 
you  had  the  no-outside-influence  thing.  You  worked  together, 
you  ate  together  (a  subsidized  lunch  in  the  company  cafeteria), 
you  quite  often  lived  together.  And  then,  in  the  cultlike  manner 
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of  economic  commingling 
(what's  yours  is  mine  and  mine 
yours)  you  had  stock  options. 

Most  of  all,  what  you  had 
was  the  dawning  understand- 
ing up  and  down  the  value 
chain  that  this  cultishness  was 
good  for  business.  It  was  a  way 
to  not  only  get  people  to  work 
harder,  longer,  cheaper  (the  flip 
side  of  technology  fortunes  is 
that  day  to  day,  on  a  cash  out- 
lay basis,  it's  a  low-rent  busi- 
ness), but  it  was  also  the  ideal 
way  to  sell  the  unproven,  the 
intangible,  the  hypothetical, 
the  projected,  the  fantastic. 

You  would  work  for  it, 
you  would  buy  it,  you  would  invest  in  it,  if  you  believed. 
What  was  being  created  was,  therefore,  not  so  much  a  prod- 
uct as  a  belief  structure. 

And,  well,  if  that  required  a  little  brainwashing... 

Vital  to  this  process  was  the  figure  of  the  charismatic 
CEO,  also  known  as  the  visionary.  This  was  no  small 
thing,  because  in  the  old  business  world  the  definition  of 
a  CEO  was  virtually  that  he  be  the  antithesis  of  charismatic.  In 
ordinary  business  terms,  charisma  was  not  trustworthy.  A  real, 
reliable  CEO,  in  the  old  world,  was  Dick  Cheney. 

But  the  point  here  was  precisely  that  this  was  not  ordinary 
business.  The  value  proposition  was,  fundamentally,  about 
transformation.  And  you  needed  an  entirely  different  kind  of  fig- 
ure to  represent  this  new  kind  of  value.  Jobs,  Gates,  Ellison,  Jim 
Clark,  Jeff  Bezos,  or  Jay  Walker  would  most  likely  not  have  suc- 
ceeded in  an  ordinary  business  climate.  In  more  normal,  judg- 
mental, skeptical,  socialized  conditions,  they  might  well  have 
been  laughed  out  of  town.  Therefore,  they  had  to  create  organi- 
zations that  related  to  and  valued  their  outsiderness,  eccentricity, 
and  flamboyance.  They  had  to  enable  their  own  oddness. 

Of  note,  seldom  were  these  charismatic  CEOs  lovable  or 
soft  and  cuddly.  They  were  all  control  freaks.  Often  they  were 
screamers,  highly  comfortable  with  acting  out,  or  the  exact 
opposite;  they  were  remote,  withdrawn,  and  uncommunicative. 

It  is  one  of  the  confounding  things  about  a  cult:  People  fol- 
low cult  leaders,  but  they  don't  like  them.  Through  fear,  often 
mixed  with  incomprehension,  you  produce  awe,  which  seems 
in  turn  to  produce  belief. 

It  helps,  too,  when  you  come  before  your  people  in  big- 
screen  video  presentations. 

Now,  in  order  to  create  this  new  business  environment,  it 
should  go  without  saying,  you  needed  the  assent  of  the  financial 
people.  The  people  with  the  money  had  to  be  willing  to  buy  into 
this  new  corporate  culture.  They  had  to  accept  this  new,  decid- 
edly uncorporate,  business  ethos. 

It  would,  however,  have  been  unlikely  that  you'd  get  the 
average  Wall  Streeter  to  understand  the  otherworldliness  of 
technology  people;  you  can't  get  much  more  show-me-the- 
money  conventional  than  Wall  Street.  So  in  response  to  the 
value  proposition  of  the  new  touchy-feely,  believe-in-what-I- 


believe,  profitless  business  ethos,  a  whole  new  c 
of  financiers  rose  up.  The  venture  capitalists,  wh< 
the  past  had  been  specialized  investors,  sudde 
became  all-powerful. 

If  there  was  a  Jim  Jones  in  this  corporate-i) 
world,  it  was  a  role  divided  among  a  few  hundj 
VCs  on  Sand  Hill  Road  and  in  other  well-appoin 
and  anonymous  office  complexes  across  America 
Indeed,  the  VC  is  all-knowing.  He  possesses 
information  ("We  see  every  deal").  He  has  t(j 
mastery.  He  understands  all  business  variaq 
("What's  your  model?").  And  he  can  manipul 
those  variables.  Business,  after  all,  is  best  left! 
financial  engineers.  And  most  of  all,  he  has  ri 
chological  control.  This  was  the  source  of  his  r 
power:  Once  you  became  dependent  on  him,, 
could,  at  any  time,  withdraw  his  love. 

If  the  CEO  is  the  cult  leader,  the  VC  is  the  cu 
religious  leader  or  interpreter  of  the  true  faith  or  high  pri 
or  icon.  If  the  CEO  expresses  himself  through  all  manner 
acting  out,  the  VC  is  most  identified  by  not  expressing  him! 
at  all.  Inscrutability  is  his  key  (or  his  lock). 

John  Doerr  at  Kleiner  Perkins  Caufield  &  Byers  was  | 
most  iconic  and  enigmatic  of  the  VCs.  All  other  VCs  — 
partners  at  Sequoia  Capital,  Softbank  Venture  Capital,  a 
Hummer  Winblad  Venture  Partners,  for  instance — strove 
be  in  his  image.  It  was  a  new  image  for  the  VC,  who  in 
Old  Economy  was  a  cranky  miser;  in  the  New  Economy, 
was  intellectual,  mandarin,  magician. 

Part  Yoda  and  part  Ralph  Nader,  in  physical  form  as  bla 
and  unassuming  as  the  most  invisible-in-a-crowd  nerd,  there  v 
almost  no  one  in  any  area  of  the  technology  business  wru 
Doerr  could  not  hold  in  thrall.  It  was  not  just  that  he  coi 
give  money,  not  just  that  he  seemed  to  literally  have  the  pov 
to  bestow  success  (and  not  just  success,  but  success  beyond 
imagination),  but  he  had  the  answers — all  the  answers  (ij 
that  he  would  necessarily  tell  you  what  they  were). 

Doerr's  financial  coven  was  as  influential  and  as  mesmei 
ing  and  as  cultlike  as  Michael  Milken's  gathering  of  witches 
Beverly  Hills  more  than  10  years  before. 

Such  cultishness,  such  unreasonable  devotion,  such  trust) 
a  higher  authority,  became  so  widespread  and  ingrained  in  1 
technology  culture  because  it  worked — for  a  while,  anywayl 
spread  the  word.  It  brought  people  in.  It  embraced.  It  reassuri 
It  created  a  whole  new  secondary  industry  (the  conference  bu 
ness)  dedicated  to  spreading  the  word  and  propagating  t 
faith.  It  was  the  antidote  to  skepticism  and  to  a  lack  of  proof, 
many  businesses  took  on  a  cultish  aspect  during  the  '90s  teo 
nology  boom  that  people  started  to  believe — for  a  momei 
anyway — that  the  nature  of  business  itself  had  been  trai 
formed.  Cults,  however,  are  like  pyramid  schemes.  Tru 
unreasonableness  is  their  attraction,  and,  in  the  end,  the  can 
of  their  destruction.  You  can  deny  reality  only  so  long — th 
the  stock  market  wises  up,  or  the  Department  of  Justice  com 
calling.  Just  believing  doesn't  do  it. 
In  the  end,  the  Kool-Aid  kills  you. 

Michael  Wolff  is  the  media  columnist  for  New  York  magazk 
He  is  the  author  of  Burn  Rate,  a  best-seller. 
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For  additional  stories  on  tech  cults,  use  your 
CueCat  device  to  scan  the  cue  code  (right). 
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ursue  your  dreams 
In  the  land  of  La  Dolce  Vita 
Wliere  romance  is  in  sight 

in  the  Piazza  at  night 
and  the  gondolas  will  float 
as  we  celebrate  on  a  high  note 


So  when  in  Silicon  Valley, 

Do  as  the  valleyites  do 
Open  your  hearts  to  give 

And  make  a  better  place  to  live 
That's  Amore. 
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STEW  EDEN? 

NATION  STRUGGLES  TO  FIND  THE 
INTERSECTION  BETWEEN  SOCIALISM 
AND  ENTREPRENEURIALISM 


SHELLEY  PANNILL 

Lured  by  lights  across  the 
harbor,  Ulf  Kristersson,  a  con- 
servative lawmaker  from  cen- 
tral Sweden,  frequently  would 
set  out  across  a  bridge  linking 
liament  in  Stockholm's  medieval  Old 
nxi  to  the  high-rent,  high-end,  high  tech 
trict  called  Stureplan.  The  stroll  took 
of  15  minutes,  but  it  spanned  a  tense 
ide  between  a  socialistic  national  iden- 
'  and  burgeoning  capitalism  fueled 
wireless  technology.  On  one  muni- 
al  island  sat  the  pols,  the  movers  and 
ikers  of  the  1970s  who  crafted  and 
ed  for  Sweden's  Old-Economy  welfare 
te.  But  across  the  bridge,  engineers 
\  media  managers  were  hungrily  set- 
g  up  companies  and  consultancies 
id  the  shopping  malls  and  partially 
:ant  1960s-era  high-rises. 
One  morning  in  March  2000,  Kris- 
>son,  37,  made  that  passage  with  his 
n  career. 

He  took  a  job  with  Adcore,  an  IT  con- 
tancy  in  a  bustling  pine-floored  office 
he  heart  of  downtown.  Traditionally, 
ving  from  politics  to  the  private  sector 
Sweden,  especially  at  the  prime  of  a 
ing  deputy's  career,  would  be  unheard 
But  Kristersson  realized  later  he  was 
sr  some  intangible  "entrepreneurish 
husiasm"  that  once  characterized  his 
itical  forebears.  "In  the  early  1970s, 
ng  to  the  old-fashioned  private  indus- 
:s  in  Stockholm  was  like  going  back 

CON  ARCHIPELAGO:  Stockholm's  once-decrepit 
ech"  buildings  (left)  now  glow  with  startup  energy. 


to  the  19th  century,"  Kristersson  says. 
"[Politics]  was  where  well-educated, 
modern  people  wanted  to  be." 

At  the  turn  of  the  21st  century,  as 
Kristersson's  decision  suggests,  that  place 
has  become  high  tech. 

WELFARE  TO  HIGH  TECH 
As  it  navigates  its  own  proverbial  road 
to  the  New  Economy,  the  Swedish  state 
has  more  to  grapple  with  than  the  career 
paths  of  its  deputies.  The  future  of 
the  system  that  protects  its  citizens 
from  cradle  to  grave  is  at  stake.  "You're 
never  really  going  to  get  rid  of  the  welfare 
state  in  Sweden,  for  cultural  reasons,"  says 
Eric  Paulak,  an  analyst  with  Gartner 
Group  in  Stockholm.  "But  it's  not  because 
the  welfare  state  has  proven  itself." 

Sure  enough,  10  years  ago,  Sweden 
suffered  from  soaring  inflation,  high 
unemployment,  and  sluggish  growth, 
many  critics  say,  because  of  the  welfare 
state.  "[The  system]  did  expand  beyond 
what  was  economically  feasible  during 
the  1980s,"  contends  Andreas  Ekman, 
the  Swedish  consul  in  Los  Angeles.  "It 
was  a  welfare  state  gone  amok." 

No  longer.  Austerity  measures  and 
smart  monetary  policy  coupled  with  a 
veritable  fervor  for  technology  ventures 
over  the  past  decade  have  helped  trans- 
form the  Swedish  capital  into  a  true  tech 
hub.  Hundreds  of  wireless  and  Internet- 
oriented  companies  have  launched  all 
over  Stockholm's  urban  archipelago 
(including  the  800-year-old  Old  Town). 
And  more  than  a  dozen  multinationals — 


Microsoft,  Sun  Microsystems,  Intel,  and 
Motorola,  to  name  a  few — have  set  up 
major  R&D  units  in  the  past  two  years 
in  the  suburb  of  Kista. 

By  the  1990s,  such  a  climate  had 
engineers  from  Ericsson,  Sweden's  tele- 
communications giant,  jumping  ship  for 
tiny  companies  with  big  ideas,  and  young 
MBAs  becoming  venture  capitalists 
and  self-employed  IT  consultants.  The 
venture  capital  market  soared,  according 
to  VC  data  tracker  Forvarv  &  Fusioner, 
with  the  total  number  of  funds  rocketing 
from  14  in  1992  to  72  in  1998  and  193  by 
the  end  of  2000.  They  have  raised  more 
than  200  billion  Swedish  kronor  ($20  bil- 
lion). It  may  sound  like  peanuts  by  Sili- 
con Valley  standards,  but  let  us  remember 
that  the  Swedish  market  accounts  for 
80%  of  all  VC  activity  in  a  region  that 
includes  Finland,  Norway,  and  Denmark. 

Thus  is  technology  quietly  finding  its 
place  in  the  Swedish  collective  uncon- 
scious, reminding  Swedes  of  their  all-but- 
forgotten  history  of  entrepreneurship 
and  knack  for  innovation.  Companies 
such  as  Ericsson  and  Volvo  were  startups 
at  the  turn  of  the  20th  century.  And  the 
region's  drizzly,  dark  winters  have  helped 
nurture  scores  of  essential  inventions. 
Who  knew,  for  example,  that  the  omni- 
present Tetrapak  milk  carton,  the  ball 
bearing,  the  match,  and  the  zipper  were 
all  concocted  by  Swedes?  Alfred  Nobel  is 
better  known  for  the  peace  prize  named 
after  him  than  the  invention  that  enriched 
him:  dynamite. 

The  newfound  wealth — and  Swedes' 
growing  fondness  for  it — poses  a  chal- 
lenge to  the  keepers  of  the  welfare 
state.  It  would  be  irresponsible  to  shun 
growth,  particularly  when  so  much  of 
it  is  siphoned  directly  into  government 
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coffers.  But  how  far  should  the  Swedish 
government  go  —  in  terms  of  reducing 
taxation  and  cutting  back  on  social  pro- 
grams—  in  encouraging  it? 

CO-OPTING  THE  REVOLUTION 

The  moderate  left-wing  government 
appears  finally  to  have  warmed  up  to 
the  business  of  technology  despite  its 
unmistakably  capitalist  trappings.  Con- 
sider two  proposals  approved  by  Parlia- 
ment that  went  into  effect  on  January  1, 
2001.  The  first  provides  much-lobbied- 
for  tax  relief  for  foreign  executives  and 
scientists  who  are  not  planning  to  settle 
in  Sweden.  That  is  a  significant  step  in 
a  country  where  income  tax  rates  hover 
around  60%.  Parliament  also  approved 
tax  deductions  for  companies  or  property 
owners  who  install  broadband  technology. 


CORDLESS  AT  COMDEX:  Cell-clad  Swedish  CEOs  scoured 
the  aisles  at  the  Las  Vegas  show  in  record  numbers. 

Why  the  change  of  heart?  Economics, 
says  Gartner's  Paulak:  "The  tech  boom  is 
just  allowing  Sweden  to  pay  for  its  [wel- 
fare] environment."  Politics,  says  Carl 
Bildt,  Sweden's  former  conservative 
prime  minister:  "Everyone  wants  to  be 
part  of  a  success."  Bildt's  center-right 
coalition  government  in  the  early  1990s 
helped  prepare  Sweden  for  the  current 
tech  phenomenon.  Under  Bildt,  Sweden 
became  one  of  the  first  European  coun- 
tries to  deregulate  its  telecoms  with  suc- 


cess. And  although  the  Social  Democrats 
strongly  opposed  the  deregulation,  they 
did  not  overturn  it  when  they  regained 
power  in  the  mid-1990s.  A  wave  of  pri- 
vatizations ensued,  and  the  government 
has  gone  so  far  as  to  make  taxpayers 
choose  stock  market-based  pension 
funds  for  part  of  their  retirement  bene- 
fits. This  is  proof,  Bildt  says,  of  at  least  a 
cosmetic  shift.  "The  Social  Democrats 
are  on  the  bandwagon,"  he  insists.  "They 
are  not  in  the  driver's  seat,  but  they  are 
in  the  passenger  compartment  and  wav- 
ing a  flag  and  saying,  'We're  on  board.' " 
It  may  be  that  the  government  is  not 
so  much  embracing  the  revolution  as  it 


TECH  BOOM  IN  A  VACUUM 
Perhaps  because  of  this  ambivalea 
many  entrepreneurs  and  industry  obs 
vers  suggest  the  tech  economy  is  flourii 
ing  in  a  kind  of  a  parallel  universe 
separate  from  the  welfare  state.  Its  de 
izens  have  had  to  adapt  or  circumve 
barriers  to  business.  A  1999  report 
the  Organisation  for  Economic  Co-op 
ation  and  Development  (OECD)  laud 
Sweden's  economic  recovery  but  warn< 
"The  complexity  of  the  tax  system  a 
courages  entrepreneurial  activity." 

Indeed,  many  Swedish  startups  ha! 
avoided  high  taxation  by  moving  abro; 
VC  funds  commonly  form  as  an  int 


"There  is  no  welfare  state. 

This  is  an  entrepreneurial  generation.'! 

—  MAGNUS  MOLITEUS,  INVEST  IN  SWEDEN  AGENI 


is  co-opting  it.  An  Industry  Ministry 
document  titled  "An  Information  Soci- 
ety for  All"  hypes  Sweden's  technologi- 
cal prowess  but  warns  it  might  lead  to 
"a  gap  between  those  people  who  have 
access  to  the  technology...  and  those 
who  do  not  have  these  opportunities." 

As  a  result,  policy  is  focused  on  subsi- 
dizing technology  ventures  insofar  as  they 
benefit  those  who  might  be  left  out.  The 
government  will  put  some  $500  million  — 
or  about  a  fourth  of  the  money  needed  — 
toward  building  an  extensive  broadband 
network  to  rural  areas  where  30%  of  the 
population  lives.  The  reasoning  is  pure 
Social  Democracy,  says  Industry  and  IT 
Minister  Bjorn  Rosengren.  "The  money 
we  are  putting  down  is  for  the  areas 
where  the  market  did  not  want  to  invest 
because  it  was  not  profitable." 

Furthermore,  Rosengren  adds,  the 
Social  Democrats  are  on  board  —  with 
varying  degrees  of  ambivalence — to  keep 
up  with  their  constituency.  Social  Democ- 
racy has  traditionally  represented  the 
workers.  But  the  richer  and  more  high  tech 
Sweden  becomes,  the  richer  and  more  high 
tech  is  its  proletariat.  Take  the  mining 
industry  in  Sweden's  north,  he  says.  "There 
is  an  ever-decreasing  number  of  people 
working  in  the  mines,  [but]  there  are  more 
and  more  highly  educated  people"  (read: 
engineers)  "in  and  around  mining. 

"We  are  becoming  more  of  a  middle- 
class  party,  a  la  Tony  Blair.  We  have  to 
represent  these  people." 


national  structure  with  a  holding  coj 
pany  in  the  Netherlands  or  Luxemboi 
and  it's  perfectly  legal.  A  number  of  ma] 
Swedish  corporations  have  moved  th| 
headquarters  abroad  after  mergers! 
including  Stora  AB  and  Astra  AB.  A 
some  fear  Ericsson,  the  engine  behii 
much  of  Sweden's  tech  machine,  mig 
do  the  same.  Although  its  headquartt 
remain  in  Sweden,  the  firm  opened  a  k 
recruiting  office  in  London  in  1999. 

"I'm  not  sure  [the  welfare  state]  H 
meant  anything  for  us,"  says  Gustaf  Rosi 
CEO  of  a  35-person  startup  called  Xped! 
which  has  developed  an  open-standa 
platform  to  allow  cell  phone  users 
check  email,  calendars,  or  Web  sites. 

Xpedio's  loft  office,  shared  with 
industrial  design  firm  on  whose  boa 
Rosell  sits,  is  testament  to  the  way  I 
which  Scandinavian  design  has  claim 
technology  as  its  partner  in  hipnei 
The  space,  a  former  Ericsson  plant  tH 
shares  a  courtyard  with  an  automoti 
workshop,  is  littered  with  cutting-ed 
office  furniture:  an  inflatable  kidn 
bean-shaped  conference  room  wi 
folding  "air  bag"  easy  chairs,  glowi 
balloons  on  metal  stands  called  "Gl 
blow"  lamps,  and  a  reclining  chair-cm 
keyboard  and  monitor  (Mac,  of  cour; 
called  the  "Netsurfer." 

"The  startup  culture  here  is  almc 
entirely  the  same  as  what  you'd  find 
the  U.S.  or  the  U.K.,"  Rosell  says.  "I 
fairlv  universal." 
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rertainly  seemed  so  amid  the  throngs 
Comdex  2000.  The  number  of  Swedish 
npanies  that  set  up  booths  at  the  Las 
;as  gadgetry  fest — the  world's  largest 
de  show — jumped  from  five  in  1999 
24  last  year.  That's  compared  to  10 
npanies  from  Finland,  15  from  Japan, 
3  from  Norway,  and  one  from  Switz- 
und.  One  company  making  its  Com- 
t  debut  was  Ericsson,  whose  CEO, 
rt  Hellstrom,  casually  predicted  the 
nise  of  the  fixed-line  phone  during 
morning  keynote  on  Day  Two. 
"We  are  cutting  all  the  cords," 
dared  the  graying  executive  as  his 
ky  sidekick,  sales  executive  Kajsa 
/idsson,  demonstrated  how  to  surf 
:!|  Web  for  shuttle  schedules  in  Rio — on 
i)  mobile  "smart  phone."  That  served 
ija  reminder  of  how  tech-savvy  Swe- 
Jfi's  young  globe-trotting  executives 
ij.  They  are  using  cell  phones  at  a  rate 


of  "100%  and  rising,"  Hellstrom  chuckled. 

A  few  hours  later,  a  herd  of  tall 
blonds  swarmed  round  the  two-story 
Swedish  Pavilion  for  garlicky  cheese  and 
draft  beer.  Young  executives  from  start- 
ups with  names  like  Impsys,  Envox,  IC- 
Potential,  and  TiFiC  gave  two-minute 
"elevator"  pitches  on  demand.  "A  mil- 
lion end  users,"  boasted  one,  as  another 
claimed  to  have  a  way  to  "measure 
human  capital."  Meanwhile,  an  unin- 
vited posse  of  fur-clad,  tusked  Vikings 
claiming  to  be  from  Denmark  was  cruis- 
ing the  aisles  handing  out  business  cards 
for  their  Bluetooth-enabled  wireless  devi- 
ces. Named  after  a  10th-century  Danish 
Viking  king,  Bluetooth  is  a  service  that 
will  enable  users  to  send  information 
among  cell  phones,  handheld  computers, 
and  the  Internet — without  using  cables. 

The  excitement  was  palpable.  It  may 
be  a  big,  competitive  world  out  there, 
but  these  folks  sensed  they  were  ahead. 


"There  is  no  welfare  state,"  laughed 
Magnus  Moliteus,  who  heads  the  New 
York  office  of  Invest  in  Sweden  Agency, 
amid  the  revelers.  "This  is  an  entre- 
preneurial generation.  Some  of  them 
are  more  conservative  than  [President 
George  W]  Bush." 

STILL  LEFT  OF  CENTER 
On  the  contrary,  many  Swedes  say  they 
have  the  welfare  state  to  thank  for  their 
technological  prowess  and  the  thriving 
tech  economy.  Because  of  the  safety  net, 
"a  lot  of  people  have  become  entre- 
preneurs but  have  taken  very  little  risk," 
says  Pontus  Bergdahl,  whose  Stockholm 
startup,  Columbitech,  builds  software 
to  ensure  data  is  transmitted  securely 
over  wireless  networks. 

Becoming  an  entrepreneur  is  prac- 
tically the  only  way  to  become  rich  in 
Sweden,  Bergdahl  adds,  because  income 
tax  is  so  high  and  capital  gains  tax  is  a 


HE  HOUSE  THAT  BILDT  BUILT 

Former  prime  minister  tells  how  he  pushed  Sweden  to  the  forefront  of  Europe's  tech  revolution 


[FEBRUARY  1994,  Sweden's 
in-prime  minister,  Carl  Bildt, 
Inched  the  first-ever  email 
pange  between  two  heads  of 
le  with  a  message  to  presi- 
it@whitehouse.gov.  "Dear  Bill," 
•two-paragraph  message  began, 
l  it  declared  that  Sweden's  prow- 
•in  telecommunications  made  it 
.ly  appropriate  that  we  should 
imong  the  first  to  use  the  Inter- 
also  for  political  contacts." 
Vlost  techies  credit  Bildt  and 
i:enter-right  coalition  (in  power 
lA/een  1991  and  1994)  with  insti- 
ll ig  the  reforms  necessary  to  put 
:jiden  at  the  forefront  of  Europe's 
revolution,  as  well  as  infusing 
i  revolution  with  energy  and 
iiusiasm. 

Today,  Bildt  is  the  first  to  insist 
v  Sweden  will  need  more  than 
itical  cyberchat  for  its  tech 
|e  to  succeed.  He  has  curtailed 
apolitical  engagements  (includ- 
iia  stint  as  special  envoy  to  the 
;<ans  for  the  European  Union 
il  later  the  United  Nations)  and 
I  on  company  boards  or  advises 
ly  a  dozen  firms.  He  excitedly 
Irs  visitors  a  set  of  headphones 


plugged  into  his  Ericsson  mobile 
phone,  complete  with  MP3  player, 
which  can  download  music  from 
the  Internet.  When  in  Stockholm, 
Bildt  occupies  a  corner  office  across 
from  Parliament,  where  he  works 
amid  a  mound  of  papers  as  Larry 
King  Live  flickers  in  the  background 
and  emails  pop  up  on  his  screen. 

In  an  interview  with  Forbes 
ASAP,  Bildt  warned  that  Swedes 
should  not  be  blinded  by  their 
own  success.  Last  year's  perform- 
ance notwithstanding,  the  tech 
revolution  has  succeeded  so  far 
despite  the  welfare  state — not 
because  of  it. 

ASAP:  Has  Sweden's  tax  burden 
helped  or  hindered  entrepreneur- 
ship  in  high  tech? 

BILDT:  Foreign  money  is  treated 
better  in  Sweden  than  Swedish 
money,  from  the  tax  point  of  view. 
You  avoid  quite  a  lot  of  the  taxes 
on  capital  gains.  And  that  means 
that  Swedish  money  can't  compete 
on  the  same  terms  as  foreign 
money  in  Sweden.  So,  we've  been 
avoiding  the  Swedish  tax  system 
in  that  respect  by  moving  the 
Swedish  money  abroad  and  then 


having  it  operate  in  Sweden. 
ASAP:  How  have  labor  regulations 
affected  startups? 
BILDT:  I've  asked  every  company 
whose  board  I'm  on  if  anyone  has 
read  the  law  and  the  market  regu- 
lations. No  one  has,  no  one  intends 
to,  and  no  one  thinks  it's  particu- 
larly relevant. 

ASAP:  Will  the  welfare  state  ever 
disappear? 

BILDT:  It  depends  on  what  you 
mean  by  the  welfare  state.  [Politi- 
cians] from  the  left  say  it  has 
already  been  dismantled.  Their 
dream  of  a  welfare  state  was 


a  different  one.  We 
have  vigorous  politi- 
cal debates  on  how 
to  keep  the  tech  sec- 
tor booming  while 
holding  on  to  the  wel- 
fare state,  but  not 
j  ■  I  really  on  if  it  should 
be  done. 

ASAP:  It  sounds  like 
you're  saying  that 
there  has  been  a 
shift  in  thinking. 
BILDT:  Oh,  there  has 
been.  Ten  years  ago, 
to  be  an  entrepreneur  was  to  be 
subject  to  public  attacks. ...  Now, 
when  I  go  around  to  schools  and 
universities,  the  spirit  is  that  young 
people  want  to  set  up  their  own 
businesses. 

But  we  still  have  quite  some 
way  to  go.  There's  a  risk  of  us 
being  too  impressed  by  ourselves. 
We  are  in  a  highly  competitive  sit- 
uation. We've  a  good  starting  posi- 
tion for  the  race  that  is  speeding 
up,  but  we've  not  yet  conquered 
the  world.  And  there  are  other 
people  out  there. 

SHELLEY  PANNILL 
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relatively  low  30%.  "So  that  kind  of 
egalitarian  salary  structure  and  the  pro- 
gressive tax  system  have  actually  pushed 
people  into  entrepreneurship,"  however 
unintentionally,  he  says. 

There  are  myriad  other  ways  the 
Swedish  system  has  boosted  the  tech  sec- 
tor. It  is  thanks,  in  part,  to  government 
subsidies  that  Swedes  are  among  the 
most  wired  and  wireless  citizens  of  the 
world.  A  whopping  74%  of  Swedes  have 
access  to  the  Internet,  according  to  a 
survey  conducted  by  American  Express 
last  October,  compared  to  the  United 
States'  66%  and  Great  Britain's  35%. 
More  striking  is  the  percentage  of  peo- 
ple using  cell  phones:  64%  in  Sweden, 
compared  to  34%  in  the  United  States, 
according  to  a  survey  conducted  by  the 
Swedish  Technical  Attaches  (Svenska 
Tekniska  Attacheer).  Sweden  could  also 
lead  the  pack  in  broadband  infrastruc- 
ture, in  part  the  result  of  the  govern- 
ment's broadband  campaign. 

Cell  phone  use  in  Scandinavia  would 
not  be  so  widespread  had  the  Nordic 


VIRTUAL  VACUUM:  The  welfare  state  is  beside  the  point, 
CEO  Gustaf  Rosell,  sitting  on  a  folding  "airbag"  easy  chair  in 
conference  room  at  his  Stockholm  office. 

governments  not  mandated  a  single 
mobile  standard  in  the  early  1980s.  That 
gave  a  head  start  to  players  including 
Ericsson,  state-run  telecom  operator  Telia, 
and  Finland's  Nokia  to  build  infrastruc- 
ture and  handsets.  That  standard,  Nordic 
Mobile  Telephony  (NMT),  was  the  pre- 
cursor to  Europe's  current  cellular  system, 
GSM,  or  the  Global  System  for  Mobile 
Communications,  which  allows  mobile 
users  to  use  their  phones  in  159  countries, 
according  to  the  GSM  association. 

And  Sweden  might  not  have  embraced 


.new  technologies  so  readily  were  it 
not  for  its  exemplary  public  schools,  a 
direct  result  of  the  country's  high  taxes, 
says  consul  Andreas  Ekman.  "Sweden 
has  a  very  well-educated  workforce,"  he 
says,  "which  means  that  basically  every- 
one below  age  55  in  society  is  computer 
literate.  It's  not  a  matter  of  haves  and 
have-nots." 

TECTONIC  ATTITUDE  SHIFT 
A  few  key  developments  in  the  early  '90s 
helped  spur  what  VC  Brendan  Richardson 
of  Euro-focused  Vision  Capital  dubs  a 
"tectonic  shift"  in  attitudes  and  an  "entre- 
preneurial mania."  First,  young  Swedes 
finally  caught  a  glimpse  of  commercial  TV 
after  Sweden's  state-run  television  was 
deregulated.  At  the  same  time,  the  near 
collapse  of  the  welfare  state  prompted 
many  of  the  same  generation  to  worry 
about  their  retirement  funds,  says  Jonas 
Areskoug,  a  37-year-old  IT  consultant 
who  started  a  software  company  in  the 
late  1980s.  "It  used  to  be  you  didn't  have 
to  care  about  the  future  because  the  wel- 
fare state  would  take  care  of 
you.  But  in  the  early  '90s,  peo- 
ple started  to  see  it's  just  crap." 

The  oft-cited  "Swedish 
envy"  dictates  that  Swedes 
should  shun  displays  of 
wealth.  But  in  recent  years,  VC 
Richardson  says,  "Stockholm 
has  become  very  much  more 
of  a  cafe  society"  in  which  the 
younger  generation  tools 
about  in  the  BMWs,  Mercedes- 
/  Benzes,  and  Ferraris  previously 
/  y .      hidden  in  garages. 

That  kind  of  conspicuous 
consumption  bubbled  to  the 
says  Xpedio  surface  even  in  the  depths 
an  inflatable  of  the  winter  of  2000,  the 
darkest  November  recorded 
in  recent  memory.  Besuited 
executives  did  lunch,  drinks,  and  dinner 
at  scores  of  sleek  new  restaurants 
offering  such  delicacies  as  raw  monk- 
fish  laced  with  whole  pepper  kernels 
and  dill — Stockholm's  take  on  fusion 
cuisine.  Some  of  these  eateries  permit 
smoking  but  actually  forbid  chatting  on 
your  cell  phone  anywhere  except  in  the 
bar.  The  art  deco  Lydmar  Hotel,  where 
you  can  program  the  music  you  want  to 
hear  on  the  elevator,  kept  packing  in 
Stockholm's  beautiful  people — design- 
ers, models,  artists,  musicians,  and  — 


the  latest  to  join  the  fray — busin 
development  managers  from  mol 
Internet  startups. 

"When  times  are  good,  it's  OK) 
spend  money,"  explains  engineer  i 
entrepreneur  Lennart  Ramberg. 

He  should  know.  In  1997,  he  founJ 
a  small  company  called  Altitun,  wli 
builds  tunable  lasers  for  fiber-on 
switches  used  in  broadband  netwoii 
Altitun  soon  became  the  Swedish  t{ 
world's  most  vivid  startup-to-ricj 
story.  It  had  fewer  than  100  employe 
and  venture  investors  had  estimated 
worth  at  about  $39  million  when  Ij 
telecom  provider  ADC  acquired  it 
$872  million  in  May  2000.  One  bad 
Vision,  made  22  times  the  amoun) 
invested.  "A  pretty  big  jump,  even  in  | 
United  States,"  says  Vision's  Richardsi 
"But  in  Sweden,  it's  unheard  of." 

Still,  Ramberg  says,  most  Swedes  1 
their  technology  as  well  as  their  capij 
ism  accessible  to  all  and  socially  resp^ 
sible.  "Better  to  spend  [one's  riches]  o) 
small  patch  of  forest  that  you  man) 
in  an  environmentally  friendly  way," 
suggests,  "than  to  buy  a  rotten  fu| 
consumption  car,  like  a  Hummer." 

SWEDISH  HYBRID 
Rather  than  having  to  choose  betwt 
its  legendary  social  safety  net  and  hi 
tech  entrepreneurship,  Swedes  may  q 
ate  a  uniquely  Swedish  hybrid  of 
two.  And  who  better  to  have  the  fil 
word  than  serial  entrepreneur  and  t< 
guru  Christer  Sturmark? 

With  his  flat,  dirty-blond  locks  pulj 
back  in  a  ponytail  and  a  hoop  earr 
through  one  lobe,  Sturmark  looks  rw 
like  a  pop  star  from  ABBA  than  one| 
Sweden's  highest-paid  speakers  ano 
key  government  adviser  on  matt* 
related  to  technology  and  society, 
had  a  rock  band  in  the  early  198 
but  opted  instead  for  computer  sciei 
studies,  later  teaching  mathematics  a 
founding  several  Internet  ventures. 

"I  am  a  libertarian,"  he  declan 
munching  on  maguro  in  a  damp  sui 
joint  in  Stockholm's  Old  Town.  "E 
I  think  the  politicians  have  the  i 
ponsibility  to  move  society  in  the  rij 
direction,  so  it  doesn't  only  bene 
the  strong." 

In  the  Swedish  version  of  socialis 
capitalism,  in  other  words,  greed  w 
never  be  good. 
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STILL  DOING  WELI  ON   SECOND  THOUGHT, 

HOLD  THE   FINE  CORINTHIAN  LEATHER 


BY      CLINT  WILLIS 


ILLUSTRATIONS      BY      JOHN  CUNE 


You  think  you  had 
a  bad  year?  Consider 
the  case  of  Toby  Lenk. 
Some  19  months  ago 
this  guy's  stake  in 
online  toy-seller  eToys 
made  him  worth  $325.8  million — land- 
ing him  in  the  69th  spot  on  our  list  of 
technology's  100  richest.  At  the  end  of  Jan- 
uary, Lenk  owned  stock  worth  $500,000, 
not  even  enough  to  buy  an  apartment  on 
Manhattan's  Upper  West  Side. 

And  how  about  Bill  Gates?  Last  year, 
his  $92.7  billion  fortune  put  him  on  top 
of  our  list  and  gave  him  an  $80.3  billion 
lead  over  Oracle's  founder,  Larry  Ellison. 
Gates  is  still  in  first  place,  even  though 
$38.3  billion  was  hacked  off  his  fortune. 
But  now,  he's  only  $12.3  billion  ahead 
of  his  nemesis,  Ellison,  on  our  list.  The 
Oracle  founder's  decision  to  switch  from 
client/server  computing  to  an  Internet- 
based  model  helped  boost  his  fortune  by 
some  $29.6  billion,  to  $42.1  billion, 
since  our  last  list  in  November  1999. 

Pure  Internet  moguls  were  not  so  for- 
tunate. The  hottest  Internet  stocks  of 
1999  were  hammered  in  2000.  For  all 
those  formerly  rich  CMGI  stockholders 
with  pennies  jiggling  in  their  piggy  banks, 
there's  good  news:  You're  not  alone. 
CMGI's  David  Wetherell  was  knocked 
off  his  perch  as  the  22nd  richest  last  year 
to  79th  this  year,  having  lost  84%  of  his 
wealth.  Despite  the  best  efforts  of  ubiq- 
uitous ham  William  Shatner,  who  cashed 


out  about  25%  of  his  stock  before  the 
fall,  Priceline's  Jay  Walker  sank  from 
11th  to  91st;  at  last  count  he  was  worth 
$190  million.  Time  magazine's  former 
Man  of  the  Year,  the  preternaturally 
optimistic  Jeff  Bezos,  fell  from  seventh 
with  $7.3  billion,  to  16th  this  year,  with 
$2.3  billion.  Search  engine  software  was 
hit  hard  along  with  portals;  thus,  Ink- 
tomi put  three  guys  on  the  list  in  1999 
and  none  this  time  around  (Chief  Scien- 
tist Eric  Brewer  saw  his  fortune  slip  from 
$460  million  to  $80  million). 

That  said,  stocks  of  companies  that 
build  and  maintain  the  Internet's  infra- 
structure held  up  surprisingly  well  —  and 
some  even  delivered  gains.  Networking 
companies  such  as  Sycamore,  Broadcom, 
and  Juniper  made  their  richest  share- 
holders much  richer. 

Software  and  hardware  companies 
also  held  up  well.  When  Handspring, 
founded  by  the  inventors  of  the  Palm- 
Pilot,  went  public  this  year,  all  three 
cofounders  made  the  top  100.  And  Rich 
List  veteran  Sanjiv  Sidhu  from  i2  Tech- 
nologies is  worth  $6.8  billion,  up  583% 
from  less  than  a  billion  dollars  last  year. 

This  list  includes  a  total  of  33  billion- 
aires (compared  to  30  the  previous  year), 
12  of  them  new  ones.  Still,  the  total 
wealth  this  year  was  $25.9  billion  less 
than  last  time  around.  But  get  this:  Sub- 
tract Microsoft's  three  richest  and  the 
rest  of  the  list  is  richer  than  last  year's 
also-rans. 


It  actually  was  a  little  tougher  to 
on  the  list  this  year  as  well.  The  last  si 
belongs  to  Susan  Orr,  a  former  direci 
of  Hewlett-Packard,  with  $182.9  n| 
lion.  A  year  ago,  No.  100,  Steve  Kirs 
of  Infoseek,  needed  just  $167.4  milli 
to  make  the  cut.  The  30th  spot  on  t 
year's  list  cost  $1.37  billion  and  beloD 
to  Vincent  Smith  from  Quest  Softwai 
last  year  that  spot  was  claimed 
Apple's  Steve  Jobs  with  $1.02  billic 
(Jobs  has  $1.38  billion  this  time  aroui 
which  gets  him  the  No.  29  spot.) 

After  last  year's  stumble,  it's  easy1 
forget  that  the  technology  sector 
created  enormous  amounts  of  wealth 
recent  years.  So  we  should  note  thl 
while  the  $256.6  billion  total  wealth 
our  100  richest  doesn't  quite  measi 
up  to  the  1999  figure,  it  far  surpass 
the  $152.9  billion  figure  of  two  yea 
ago  and  the  $108.6  billion  of  thi) 
years  ago.  Turns  out  that  the  old  sayi 
is  mostly  right:  The  rich,  as  a  group' 
least,  may  not  always  get  richer.  B 
their  tendency  to  accumulate  weal 
even  in  tough  times  is  awfully  imprt 
sive.  And  if  that  isn't  an  old  saying,  w 
then,  it  should  be. 


Methodology:  Values  calculated  using  closing  stock  pn 
as  of  January  30,  2001.  Holdings  taken  from  most  r« 
proxies  filed  with  SEC.  Includes  only  shares  and  opri 
beneficially  owned  as  defined  by  the  SEC.  List  confine* 
individuals  associated  with  information  technology  com 
nies  (public  as  of  January  30,  2001),  excluding  telecom! 
biotech  companies.  Must  have  been  employed  by  comn 
or  retired  within  the  last  year.  Past  stock  sales  and  oul 
holdings  included,  when  possible. 
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ipany,  Location 

lings/ Estimated  Wealth 


Type  of  Business 


i  BILL  GATES,  45 

!  Chairman,  Chief  Software  Architect 
:  Microsoft,  Redmond,  WA 
:i  731.9M/$54.39B  SW 
.Gates  has  lost  a  jaw-dropping  $38.3  billion 
a  our  last  list.  It  wasn't  just  the  court  order 
reak  up  the  company  that  caused  Microsoft 
k  to  sink  last  year.  Gates'  monopoly  has 
I  less-than-stunning  Internet  initiatives,  and 
!  there's  the  slowdown  in  PC  sales.  Still,  he's 
(more  than  a  little  spare  change.  The  Bill  and 
inda  Gates  Foundation  awarded  nearly  $1.5 
pn  in  2000,  mainly  to  combat  disease  in  the 
i  World  and  improve  education  in  the  U.S. 


■iness  Key:  SW=Software;  SEMI=Semiconductors; 
internet;  CH=Computer  Hardware; 
^Networking;  PER=Peripherals 


2 LARRY  ELLISON,  56 
Chairman,  CEO 
Oracle,  Redwood  City,  CA 
1.39B/S42.12B  SW 
He's  still  not  Master  of  the  Universe,  but  he's  gain- 
ing ground.  Remember,  this  is  a  guy  who  has  won 
the  deadly  Sydney-to-Hobart  sailing  race  and  hired 
private  investigators  to  dig  through  Microsoft's  trash. 

3 PAUL  ALLEN,  47 
Senior  Strategy  Adviser 
Microsoft,  Redmond,  WA 
148.9M/$24.44B  SW 
Since  leaving  Microsoft's  board  of  directors, 
Allen  has  plunged  into  his  venture  capital  firm, 
Vulcan  Ventures;  his  sports  franchises  (the  Seat- 
tle Seahawks  and  the  Portland  Trail  Blazers); 
musical  history  (the  Experience  Music  Project,  a 
new  interactive  music  museum);  and  his  band, 
Grown  Men.  Meanwhile,  the  value  of  his  Micro- 
soft shares  dropped  $19  billion  last  year. 


4 STEVE  BALLMER,  44 
CEO 
Microsoft,  Redmond,  WA 
239.6M/$15.31B  SW 
The  Embalmer  hasn't  had  it  easy  since  becoming 
CEO  in  January  2000.  The  courts  ordered  a  break- 
up, hackers  broke  through  company  firewalls, 
Microsoft  fell  short  of  earnings  estimates  for 
the  first  time  in  10  years,  and  the  stock  is  down 
36%  since  March  2000.  Ballmer  is  busy  heading 
up  Microsoft's  ambitious  Web-based  .Net  plat- 
form and  studying  Jack  Welch's  book  to  find 
ways  to  jump-start  growth  at  the  world's  biggest 
software  maker. 

5 GORDON  MOORE,  71 
Cofounder,  Director 
Intel,  Santa  Clara,  CA 
354.7M/$13.24B  SEMI 
Intel's  cofounder  spent  much  of  the  past  year 
giving  his  money  away.  He  donated  $12.5  million 
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to  SETI,  the  Search  for  Extraterrestrial  Intelli- 
gence. Then,  using  $5  billion  of  his  Intel  stock, 
he  created  the  nation's  seventh-largest  charita- 
ble foundation,  the  Gordon  E.  and  Betty  \,  Moore 
Foundation,  to  fund  scientific  research,  educa- 
tion, and  environment  preservation. 

6 MICHAEL  DELL,  35 
Founder,  Chairman 
Dell  Computer,  Round  Rock,  TX 
366.7M/$12.31B  CH 
The  king  of  the  direct  sales  model  suffered  a 
$12.7  billion  loss  to  his  net  worth  last  year  as 
Dell  stock  sank  67%.  But  consider  this:  Dell  now 
heads  up  the  world's  leading  maker  of  desktop 
PCs,  business  notebooks,  and  workstations,  and 
the  No.  2  producer  of  servers.  Not  too  shabby  for 
the  still-boyish  billionaire  who  started  with  a 
measly  $1,000  back  in  '84. 

7SANJIV  SIDHU,  43 
Chairman,  CEO 
i2  Technologies,  Dallas,  TX 
120.6M/$6.83B  SW 
The  value  of  Sidhu's  40%  stake  in  the  company  he 
started  in  his  bedroom  12  years  ago  fell  50%  (or 
$6.76  billion)  since  last  spring  as  the  high-flying 
B2B  sector  flew  off  the  tracks.  The  wealthiest 
Indian  immigrant  in  America  has  said  that  grow- 
ing up  in  chaotic  India  helped  prepare  him  for  the 
turbulent  Internet  business.  Indeed,  he  orches- 
trated i2's  $9.3  billion  merger  with  Aspect  Devel- 
opment last  year,  the  biggest  software  deal  ever. 

8 TOM  SIEBEL,  48 
Founder,  CEO 
Siebel  Systems,  San  Mateo,  CA 
60.8M/$5.68B  SW 

Tech  correction7  What  tech  correction?  Siebel 
shares  were  up.  With  15%  of  the  company,  Tom 
Siebel  continues  to  outrun  former  boss  and  near- 
mortal  enemy  Larry  Ellison  in  the  booming  cus- 
tomer relationship  management  space — witness 
Siebel's  leading  21%  market  share,  compared 
with  Oracle's  6%. 


9 


HENRY  T.  NICHOLAS  III,  41 

Cochairman,  President,  CEO 

Broadcom,  Irvine,  CA 

35.3M/$4.62B  SEMI 


W HENRY  SAMUELI,  46 
Cochairman,  CTO 
Broadcom,  Irvine,  CA 
35.3M/$4.59B 

Samueli  (calm,  religious)  and  Nicholas  (brash, 
into  sky-diving  and  Metal lica)  formed  their 
unlikely  friendship  long  before  they  joined 
the  New  Economy  billionaires  club.  The  pair 
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met  at  TRW  in  1981.  Now  they  head  up 
Broadcom,  a  leading  supplier  of  chips  for  cable 
modems,  set-top  boxes,  and  DSL.  The  firm 
posted  172%  earnings  growth  in  2000, 
thanks  largely  to  Nicholas'  hard-charging 
management. 

U PIERRE  OMIDYAR,  33 
Founder,  Chairman 
eBay,  San  Jose,  CA 
70.5M/$4.02B  INT 
EBay  users  weren't  the  only  ones  looking  to  sell 
last  year.  Witness  the  stock's  more  than  50% 
decline — and  Omidyar's  $6.5  billion  loss.  No 
doubt  Omidyar  is  consoling  himself  from  his 
home  in  Paris,  where  he's  working  on  eBay's 
overseas  expansion.  He  and  his  wife,  Pamela, 
also  made  a  little  progress  toward  their  goal 
of  giving  away  99%  of  their  fortune  during  their 
lifetimes:  The  pair  donated  $10  million  to 
their  alma  mater,  Tufts  University.  Just  another 
$4  billion  to  go. 

JOHN  MORGRIDGE,  67 

Chairman 

Cisco,  San  Jose,  CA 
85.4M/$3.29B  NET 
Morgridge  was  bitten  by  the  tech  bug  in  1957 
when  an  IBM  salesman  sold  the  then-Air  Force 
officer  on  a  career  in  the  computer  business. 
The  rest,  of  course,  is  Silicon  Valley  history:  As 
Cisco's  chairman,  Morgridge  grew  the  company 
from  $5  million  in  sales  to  more  than  $1  billion. 
These  days  he  spearheads  Cisco's  education 
programs,  which  are  aimed  at  encouraging  stu- 
dents to  join  the  New  Economy. 


gg  0m  TED  WAITT,  38 

M  Chairman,  CEO 
jb  Gateway,  San  Diego,  CA 
JL%0  115.6M/$3.23B 

Since  picking  up  stakes  and  moving  to  Calif 
nia,  the  computer  maker  has  seen  its  rever 
growth  slow,  even  losing  money  during  the  pi 
holiday  season.  At  the  end  of  January,  W; 
took  back  the  company's  reins  as  CEO.  Forn 
CEO  Jeff  Weitzen,  who  first  suggested  tl 
Gateway  make  the  move  west,  lasted  a  lit 
more  than  a  year.  Waitt  replaced  much  of 
executive  team  with  old  execs  from  the  days 
North  Sioux  City,  South  Dakota. 

gm   M  RICHARD  & 

MAUREEN  EGAN,  64/63 
I  mn  Founder/Director 

i  EMC,  Hopkinton,  MA 

26.2M/$3.04B  P 
The  Egans'  recent  move  to  sell  cheaper  store 
puts  EMC  head-to-head  with  the  darling  of 
low-end  storage  space,  Network  Applian 
While  this  should  keep  EMC's  growth  strong, 
likely  to  squeeze  margins  going  forward.  Thd 
one  reason  why  the  stock  is  down  more  tti 
30%  since  late  September.  Still,  it's  foolish  to 
against  Richard,  an  ex-Marine  who  helped  bi 
the  Apollo  Guidance  Computer  and  currently 
on  George  W.  Bush's  Technology  Council. 

1 DAVID  DUFFIELD,  60 
Chairman 
:  PeopleSoft,  Pleasanton,  CA 
39.8M/$2.34B 
PeopleSoft — and  Duffield's  fortune — wen 
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Wlumps  when  we  compiled  last  year's  list. 
Hpoor  guy's  shares  were  worth  a  mere  $694.9 
jpn.)  But  CEO  Craig  Conway,  who  replaced 
weld,  has  engineered  a  stunning  comeback 
ftred  by  rocketing  software  sales.  The  stock 
!iy  quadrupled  from  the  middle  of  June  into 
iiary.  Ceding  the  CEO  title  must  have  stung, 
llow  Duffield  is  back  in  the  billionaires  club. 

JEFF  BEZOS,  36 

Chairman,  CEO 
Amazon.com,  Seattle,  WA 
117.5M/$2.28B  INT 
DO  Jeff  Bezos  endured  by  far  the  worst  year 
fij  he  founded  Amazon.com  in  1995.  Analysts 
fjcted  the  company  could  run  out  of  cash  in 
ij  company  President  Joseph  Galli  left  for  Vertical- 
I  and  the  stock  dropped  79%,  costing  Bezos 
'jDillion.  But  nothing  seems  to  dampen  his  ebul- 
iii  optimism.  Bezos  writes  off  speculation  about 
ijron  running  out  of  cash  as  "pure  hogwash." 

timm  JEFF  SKOLL,  36 

I  m  Vice  President 

I  at  eBay,  San  Jose,  CA 

II  41.7M/$2.22B  INT 
•«  a  simple  Canadian  gas  pumper,  Skoll  went 
4  become  eBay's  head  of  strategic  planning 
line  of  Canada's  five  richest  people.  Not  bad, 
ijately,  Skoll  has  cut  back,  devoting  more  time 

ilanthropy:  He  has  donated  $50  million  to  a 
mn  Valley  foundation  and  $7.5  million  to  the 
pity  of  Toronto,  and  is  backing  a  new  program 
iicourage  Canadian  tech  entrepreneurs.  Oh, 
ihe  finally  replaced  his  '89  Mazda  RX-7  with  a 
i-:ar — but  only  because  the  Mazda  broke  down. 

DAVID  FILO,  35 

Cofounder 

Yahoo,  Santa  Clara,  CA 
46.8M/$1.86B  INT 
iana  native  Filo  always  said  that  Yahoo's 
I  was  too  pricey.  He  probably  didn't  think  it 
; overvalued  by  more  than  85%,  though — 
>|h  is  what  investors  who  pummeled  Yahoo 
iks  last  year  decided.  The  yin  to  No.  19 
|  Yang,  Filo  avoids  the  limelight,  preferring 
J;e  sleep  obsessing  over  Yahoo's  technology. 

jffe  JERRY  YANG,  32 

1UB  Cofounder 

Yahoo,  Santa  Clara.  CA 
\m  45.4M/$1.81B  INT 
a  big  Paul  McCartney  fan,  maybe  was  amazed 
hoo's  stock  price  sank  more  than  85%  last  year. 
ie  loss  probably  doesn't  matter  much  to  him.  He 
ys  claimed  not  to  care  about  the  money 
es,  even  after  losing  $2  billion  in  a  year,  his  for- 
still  is  greater  than  the  GDPs  of  many  countries. 


0\0\  GURURAJ  DESHPANDE,  50 

Cofounder,  Chairman 

Sycamore  Networks, 
SHI  \m  Chelmsford,  MA 

47.2M/$1.81B  NET 
Networking  veteran  Deshpande  cofounded  Coral 
Network  Corporation  in  1988  and  later  started 
Cascade  Communications,  which  he  sold  for  $3.7 
billion.  Since  '98,  he's  been  steering  Sycamore 
Networks  through  the  competitive  optical-net- 
working space.  The  firm  is  already  profitable.  Desh- 
pande's  20.8%  stake  makes  him  our  richest  rookie. 

JEFF  HAWKINS,  43 
m  I  Cofounder 
W     I  Handspring,  Mountain  View,  CA 
■iX40.7M/$1.72B  PER 

In  1992  Hawkins  cofounded  Palm  Computing  with 
friends  Donna  Dubinsky  (No.  37)  and  Ed  Colligan 
(No.  93)  and  was  the  genius  behind  the  Palm's 
design.  Six  years  later,  the  trio  founded  Hand- 
spring. The  firm's  red-hot  handheld  device,  the 
Visor,  is  among  the  fastest-selling  computer  hard- 
ware products  ever. 

DAN  SMITH,  51 
M    M  President,  CEO 

W   M   Sycamore  Networks, 
SHfiHI  Chelmsford,  MA 

42.9M/$1.72B  NET 
The  hyperactive,  fiercely  competitive  Smith  (with 
No.  20  Gururaj  Deshpande)  built  Cascade  Com- 
munications from  a  one-man  operation  into  a 
major  player  in  the  telecom  equipment  market. 
In  1998  he  headed  Deshpande's  latest  brainchild, 
Sycamore  Networks.  That  move  snared  the 
serial  entrepreneur  almost  20%  of  the  company, 
placing  him  just  two  spots  down  from  his  boss. 

JAMES  J.  KIM,  64 

M  J  Chairman,  CEO 

M  ^  Amkor,  West  Chester,  PA 
§Sm%mW  73.1M/$1.70B  SEMI 
Semiconductor  packaging  and  testing  company 
Amkor  is  a  true  case  of  East  meets  West.  The 
firm — whose  name  is  a  combination  of  "Amer- 
ica" and  "Korea" — was  founded  by  former  Vil- 
lanova  economics  professor  Kim  in  1968.  The 
dutiful  first  son  started  Amkor  as  the  U.S.  market- 
ing arm  of  Anam,  his  father's  Korean-based  semi- 
conductor firm.  By  1998  Amkor  was  the  world's 
leading  independent  chipmaker.  Kim's  net  worth 
took  a  $3.6  billion  tumble  last  year  thanks  to  the 
PC  slowdown,  but  he  has  been  through  hard 
times  before:  When  the  company  struggled  to 
meet  payroll  in  the  70s,  Kim's  wife,  Agnes,  helped 
raise  cash  by  selling  calculators  and  radios  from  a 
mall  kiosk — which  eventually  became  Electron- 
ics Boutique,  a  worldwide  electronics  firm. 


&%  M  SC0TT  McNEALY> 46 

m  MM  Cofounder,  Chan  man.  CEO 
W  Ui  Sun  Microsystems,  Palo  Alto.  CA 
mm  I  55.7M/$1.67B  CH/SW 
Sun  Microsystems,  run  by  the  hockey-lovin', 
Gates-hatin'  McNealy,  powers  some  of  the  most 
heavily  trafficked  sites  on  the  Net  and  represents 
a  full  48%  of  the  $15.4  billion  Unix  servers  mar- 
ket (Hewlett-Packard,  the  closest  competitor, 
has  a  23%  share  of  Unix  revenues).  McNealy  is 
bracing  for  a  tough  year,  cutting  spending  and 
hiring,  as  the  dot-com  shakeout  continues. 

J^H  SCOTT  KRIENS,  53 

IL  Chairman,  CEO 

M  ■  Juniper  Networks,  Mtn.  View,  CA 
mm\M  14.2M/$1.66B  NET 
Kriens  is  among  a  lucky  few  folks  in  the  technol- 
ogy sector  to  have  gotten  much,  much  richer  last 
year:  His  fortune  is  up  157%.  The  reason:  Juniper 
keeps  killing  Cisco  with  its  high-end  routers, 
which  sell  for  around  $400,000  a  pop.  The  firm's 
technology  is  six  to  nine  months  ahead  of  its 
bigger  rival's,  helping  Juniper  grab  30%  of  the 
market  just  two  years  after  it  began  shipping 
products.  Kriens'  fortune,  though,  hiccuped  at 
the  end  of  the  year,  as  Juniper  shares  fell  48% 
from  their  $244.50  October  peak,  due  to  investor 
worries  about  slumping  demand  for  its  products. 

FRANK  H-  LEVINSON,  47 

MtLm.  Founder,  Chairman,  CTO 
M  Hi  Finisar,  Sunnyvale,  CA 
Mm  \tf  39.0M/$1.57B  NET 
This  former  Bell  labs  physicist  held  up  better 
than  many  last  year.  As  tech  shares  began  their 
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long  slide  last  March,  shares  of  Finisar,  which 
makes  fiber-optic  subsystems,  soared  to  an 
all-time  high.  Fears  of  a  spending  slowdown 
from  telecom  equipment  firms  eventually  sent 
the  stock  tumbling,  although  the  shares 
still  sport  an  eye-popping  134  P/E  on  this 
year's  earnings. 

PRADEEP  SINDHU,  47 

M   I  Founder,  CTO 

W  m  Juniper  Networks,  Mtn.  View,  CA 
Mm  S  13.1M/$1.56B  NET 
Legendary  venture  capitalist  Vinod  Khosla 
calls  Sindhu  "tech's  biggest  unsung  hero." 
The  Juniper  founder  and  former  Xerox  PARC 
principal  scientist  has  expanded  routers'  capa- 
bilities, making  Juniper  the  only  company 
so  far  to  seriously  threaten  Cisco  and  perma- 
nently alter  the  Internet's  backbone  technol- 
ogy. Pretty  smart.  He  also  was  bright  enough 
to  know  that  he  made  a  better  CTO  than  CEO, 
and  after  running  the  company  for  seven 
months,  relinquished  the  reins  to  No.  25,  Scott 
Kriens,  in  1996. 

STEPHEN  GAROFALO,  49 
M%£  Chairman,  CEO 

W  g\t  Metromedia  Fib*  .  Network, 
mm%Jr  White  Plains,  NY 

87.4M/$1.48B  NET 
Long  Islander  Garofalo  dropped  out  of  college  to 
work  for  his  dad's  Brooklyn-based  electrical  con- 
tracting company.  There  he  developed  his  busi- 
ness plan:  install  fiber  underneath  cities  and  sell 
the  rights  to  use  it  to  corporations.  Garofalo  even- 
tually mortgaged  his  house  and  borrowed  against 
the  family  business  to  expand  Metromedia.  By 
2004  the  company  will  have  3.6  million  miles  of 
fiber  optics  in  cities  around  the  world. 

4fe  J%  STEVE  JOBS,  45 

III  CEO.  Director 
M  Apple  Computer  Pixar, 

■1  mW  Cupertino,  CA/Emeryville,  CA 
10.0M/$217.3M;  30.0M/$1.16B  CH,  SW 
Despite  Pixar  stock's  10%  loss  and  Apple  stock's 
70%-plus  nosedive,  Jobs  made  a  lot  of  money  in 
2000.  Desperate  to  get  Jobs  to  ditch  the  "interim" 
part  of  his  title,  the  Apple  board  granted  him 
6.2%  of  the  company's  stock  and  a  GulfStream  V 
jet — a  package  that  at  the  time  was  worth 
more  than  $500  million. 

f\d\  VINCENT  SMITH,  36 

■  B  ■  0uest  Software.  Irvine.  CA 
%Jr\J  35.0M/$1.37B  SW 
Vinny  Smith  has  to  be  the  most  self-deprecating  of 
technology's  richest  100,  frequently  referring  to  him- 
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self  as  a  "butthole."  After  failing  as  a  ski  bum,  he 
started  a  venture  capital  firm  in  1993,  which  is  how 
he  got  to  know  No.  52  David  Doyle,  who  started 
Quest  in  1994  to  make  software  for  Oracle  databases. 
They  took  the  company  public  in  August  1999.  When 
the  dust  cleared,  Smith  was  worth  $3.4  billion. 

300  WILLIAM  D.  MOREAN,  45 
Chairman 
[  Jabil  Circuit,  St.  Petersburg,  FL 
34.8  million/$1.30B  SEMI 
The  iconoclastic  Morean  gave  up  the  title  of 
CEO  in  September.  He  must  have  wondered  if  he 
had  done  the  right  thing:  The  stock  promptly  lost 
two-thirds  of  its  value,  and  Morean  lost  $1 .5  bil- 
lion. But  things  are  looking  up:  In  January  the 
company  inked  a  $4  billion,  three-year  deal  with 
London-based  telephone  equipment  maker  Mar- 
coni. The  stock  jumped  almost  30%  on  the  news, 
and  Morean  made  back  a  healthy  $219  million. 

Ajf^  J-  J0E  RICKETTS,  59 

J    M  Chairman,  Co-CEO 

Ameritrade,  Omaha,  NE 
WH  110.1M/$1.18B  INT 
A  die-hard  biker  who  hangs  out  at  the  infamous 
motorcycle  rally  in  Sturgis,  South  Dakota,  Ricketts 
watched  his  fortune  go  for  a  dizzying  ride  last 
year:  Ameritrade  shares  were  down  67%.  In 
September  he  reclaimed  the  co-CEO  position  he 
had  given  up  four  months  earlier. 

A  A  CHARLES  WANG,  56 

J  J  Chairman 

I  Computer  Associates,  Islandia,  NY 
%^%#32.5M/$1.08B  SW 
The  man  who  made  Computer  Associates  the 
world's  third-largest  software  company,  behind 
Microsoft  and  Oracle,  watched  his  wealth 


plummet  more  than  40%  in  one  day  last 
after  CA  warned  that  first-quarter  earning! 
share  would  come  in  at  least  39  cents  be 
expectations.  One  month  later  Wang  steq 
down  as  CEO.  He'll  now  focus  on  business  di 
opment  and  work  on  another  turnaround, 
NHL's  New  York  Islanders. 

mk    M  STEPHEN  CASE,  42 

M  Mm  Chairman 
%|JL  AOL  Time  Warner,  Dulles.  VA 
18.1M/$981.1M 

Case,  a  devout  Christian,  must  have  felt  like 
Biblical  Job  in  2000.  The  merger  of  AOL 
Time  Warner,  announced  in  January  of  that  > 
was  supposed  to  turn  his  Internet  blue  chipi 
a  real-world  blue  chip.  But  investors  pummi 
the  stock  because  it  was  no  longer  a  pure  lit 
net  play;  then  they  dumped  it  for  being  an 
net  stock  when  that  sector  tanked.  The  stock 
more  than  50% — and  Case  lost  $870.2  mill 
Even  his  charitable  donations  caused  him 
lems:  Gay-rights  groups  attacked  Case  for 
to  anti-homosexual  Christian  organizations. 

ROBERT  GALVIN.  78 

J§        Chairman,  CEO 

I  Motorola,  Schaumburg,  IL 
mmW%m^  42.5M/$978.2M 
Robert  Galvin  joined  the  family  busines^ 
a  stock  boy  in  1940.  Few  of  the  ensuing  60  yi 
were  as  difficult  as  2000:  The  stock  fell  51 
and  Papa  Galvin  lost  $1.3  billion.  But  his  remi 
ing  stake  in  the  company  makes  his  retirem 
shall  we  say,  secure. 
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GREG  REYES,  38 

President,  CEO 
Brocade  Communications 
San  Jose,  CA 
9.6M/$944.9M 
Under  the  guidance  of  the  6-foot-2,  220-poi 
Reyes,  Brocade  has  muscled  its  way  into 
$35  billion  data  storage  market.  Revenuesi 
the  leading  maker  of  fiber  channel  switcl 
used  in  storage  area  networks  grew  389%  c 
ing  the  last  fiscal  year,  while  earnings  soa 
800%.  Unfortunately,  Reyes'  personal  fort! 
didn't  make  out  so  well:  The  value  of  his  E 
cade  holdings  fell  from  $1.1  billion  in  Octoi 
2000  to  $880  million  by  year's  end. 

DONNA  DUBINSKY,  45 

Cofounder,  CEO 
B  m   Handspring,  Mountain  View,  CA 
mmW m    22.0M/$933.6M  CH,  Pj 

Donna  Dubinsky  has  been  battling  Microsoft  I 
whole  career — and  lately  she's  been  winnij 
In  1992  she  joined  No.  21  Jeff  Hawkins  and  if 
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fed  Colligan  to  found  Palm,  where  the  trio  cre- 
Id  the  PalmPilot — the  fastest-selling  new 
shputer  product  ever.  They  sold  Palm  to  U.S. 
Booties  in  1995  and  in  July  1998  started  Hand- 
ing, where  they  repeated  their  success:  The 
mpany's  dexterous  Visor  PDA  has  seized  a 
"&'o  market  share.  Meanwhile,  Microsoft's  hand- 
H  computers  repeatedly  have  floundered. 
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PEHONG  CHEN,  42 

Founder,  Chairman,  CEO 
BroadVision,  Redwood  City,  CA 
60.1M/$831.9M  INT 

;n  is  still  on  this  list  by  virtue  of  his  22% 
<e  in  BroadVision,  the  e-commerce  software 
ipany  he  founded  in  1993.  This  despite  the 
ipany's  stock  performance:  BroadVision 
res  have  dropped  almost  90%  from  their 
ik  last  March,  and  Chen's  stake  has  sunk 
$4.5  billion.  Still,  BroadVision  remains  the 
ommerce  platform  to  beat. 

4fe  JERRY  RAWLS,  56 

II  President,  CEO 
I     ■  Finisar,  Sunnyvale,  CA 
%J  20.6M/$801.4M  NET 

ires  of  Finisar  bucked  the  telecom  trend  dur- 
much  of  2000,  climbing  56%  through  last 
rtember.  Investors  liked  the  promise  of  a 
hpany  whose  products  enable  cool  things  like 
(telephones.  Rawls  went  on  a  buying  spree, 
hding  stock  to  buy  two  optical-component 
Is,  a  laser  diode  maker,  and  a  company  that 
Its  performance  on  Ethernet  networks.  Still, 
stock  dropped  38%  from  October  through 
end  of  the  year,  costing  Rawls  $366.3  million. 

PATRIZIO  VINCIARELLI,  53 

Chairman,  President,  CEO 
Vicor,  Andover,  MA 
21.0M/$770.2M  PER 

iiarelli,  a  former  Princeton  physics  professor, 
million  in  a  little  more  than  a  week 
I  February  when  Vicor  stock  plummeted  50% 
news  that  two  major  customers  were  curtailing 
ijiliminating  purchases  of  the  power-converter 
'hpany's  new  products.  Vinciarelli  regrouped, 
iding  his  company  to  78%  earnings  growth 
IZ000.  Although  Vicor  narrowly  missed  its 
jrth-quarter  estimates,  analysts  expect  earn- 
tsto  almost  double  in  2002. 

■  jtf    MICHAEL  SAYLOR,  36 

Founder,  President,  CEO 
MicroStrategy,  Vienna,  VA 
lJn  43.5M/$732.2M  SW 

s  once-hot  data  mining  company's  motto  is 
elligence  Everywhere" — but  the  people  in  the 
ikkeepmg  department  ain't  so  smart.  Micro- 


Strategy  shares  took  a  70%  nosedive  during  two 
days  last  March,  when  the  company  announced 
it  overstated  1999  revenues  by  25%  and  posted 
a  loss  for  the  year — not  its  previously  reported 
profit.  Since  then,  the  stock  is  down  another 
85%,  and  Saylor  (who  owns  55%  of  the  firm) 
and  other  company  executives  have  been 
ordered  to  pay  out  more  than  $10  million  in 
fines  and  stock  to  the  SEC — the  largest  penalty 
ever  for  such  misconduct.  Total  decline  in  Say- 
lor's  wealth  since  our  last  list:  $161 .2  million. 

M  J%  JUDITH  & 
MM      M  TERENCE  PAUL,  53/53 

mmm  Jr  Cofounders, 

I  ■■■  Advantage  Learning  Systems 
Wisconsin  Rapids,  Wl 
24.6M/$723.9M  SW 
The  company  that  makes  educational  software 
for  the  K-12  set  received  excellent  grades  from 
shareholders  when  the  stock  soared  200%  last 
year.  That  made  this  husband-and-wife  team,  who 
own  72%  of  the  company,  $274.6  million  richer. 
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KEITH  KRACH,  43 

Chairman,  CEO 
Ariba,  Mountain  View,  CA 
18.6M/$717.3M  SW 
Country  boy  Krach  nearly  lost  the  farm  since  our  last 
list:  Arch  rival  Commerce  One  won  a  hotly  contested 
battle  to  provide  the  technological  backbone  for  GM's 
Web  exchange.  Ouch.  Krach  had  spent  10  years  at 
General  Motors,  managing  the  company's  robotics 
unit.  Still,  Ariba  could  become  one  of  the  youngest 
companies  in  history  to  hit  $1  billion  in  annual  sales. 
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MEG  WHITMAN,  43 

President,  CEO 
eBay,  San  Jose,  CA 
12.9M/$684.4M  INT 

Whitman  is  the  Internet's  No.  1  glamour  girl, 
appearing  in  Glamour  and  Vanity  Fair.  While  eBay 
stock  is  down  more  than  50%  since  last  March, 
it  was  one  of  the  few  Internet  firms  to  beat  ana- 
lysts' earnings  estimates  and  raise  its  sales 
forecast  for  2001 .  Now  that's  sexy  stuff. 

M  MM  DONALD  R.  SCIFRES,  53 

MM  ILjj,  Cochairman 
feJL    j|  JDS  Uniphase,  San  Jose.  CA 

*%J  12.8M/$676.6M  NET 
Last  summer  Scifres  (another  Xerox  PARC  alum) 
called  his  old  buddy  Jozef  Straus  (No.  74),  CEO  of 
JDS  Uniphase,  for  a  chat.  A  few  weeks  later,  the 
two  firms  announced  their  $41  billion  merger — 
the  largest  ever  seen  in  the  tech  world.  The 
combination  creates  a  fiber-optics  component 
giant  with  annual  sales  of  $2.7  billion — and 
nets  Scifres,  who  holds  more  than  200  patents  for 


lasers  and  fiber-optics  technologies,  a  $75 
million  retention  bonus. 
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SCOTT  COOK,  48 

Founder,  Chairman 
Intuit,  Santa  Clara,  CA 
17.9M/$668.0M  INT,  SW 

Cook's  push  to  turn  Quicken  into  the  ultimate 
one-stop  personal  finance  portal  didn't  help 
his  fortune  last  year:  Intuit  stock  slid  34% 
in  2000,  even  though  the  firm  exceeded 
analysts'  earnings  estimates  in  three  consecu- 
tive quarters.  But  Intuit — which  Cook  founded 
after  his  wife  complained  about  paying 
the  bills  by  hand — is  still  cooking,  with  an 
80%  share  of  the  small-business  accounting 
software  market. 

Mgmm  PATRICK  H.  NETTLES,  56 

Mm  m  Cnairman- CE0 
jUL  jf    Ciena,  Linthicum,  MD 

I  ■     7.3M/$667.0M  NET 

Since  earning  a  PhD  from  the  California  Insti- 
tute of  Technology,  Nettles'  career  has  spanned 
30  years  and  five  companies.  Ciena  has  been 
his  most  successful.  From  January  to  October, 
shares  skyrocketed  more  than  400%,  but  then 
they  floundered  during  the  rest  of  2000,  due  to 
worries  that  financial  troubles  at  the  firm's  cus- 
tomers— about  40  telecom  carriers,  some  of 
the  largest  overseas — would  crimp  demand  for 
Ciena's  products. 
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m       jack  McDonnell,  56 

Mm  V^g  President,  CEO 

McDATA,  Broomfield,  CO 
10.5M/$619.6M  NET 

McDonnell's  firm,  spun  off  by  EMC,  was  one  of  the 
IPO  success  stories  of  2000.  On  its  first  day,  the 
stock  sizzled  to  a  305%  gain.  Investors  love  the 
firm's  leadership  in  high-end  fiber-optic  switches  for 
storage  area  networks,  a  market  expected  to  grow 
120%  annually  during  the  next  four  years. 

JON  SHIRLEY,  62 

/I  a  g  COO,  Director 
fcfc^p  Microsoft,  Redmond,  WA 

V  9.2M/$582.1M  SW 
Often  credited  with  sculpting  Microsoft's  business 
infrastructure,  Shirley  now  concentrates  on  phil- 
anthropic efforts  like  Seattle's  Olympic  Sculpture 
Park.  He  also  drives  race  cars  alongside  celebri- 
ties, sports  heroes,  and  other  plain  old  rich  folks 
who  share  his  Speed  Racer  fantasies. 

ROB  GLASER,  38 

m/mK  m  ft  Founder,  Chairman,  CEO 

I  RealNetworks,  Seattle,  WA 
mmw\J  53.6M/$576.3M  INT 

Glaser  managed  to  make  our  list  again  even 
though  slower  advertising  revenue  growth  and 
increased  competition  from  arch  rival  Microsoft 
led  to  a  90%  decline  in  RealNetworks'  stock 
price  by  the  end  of  2000.  And  he'll  probably 
make  our  list  next  year  as  well:  RealNetworks 
owns  85%  of  the  streaming  media  market  and 
has  crucial  partnerships  with  America  Online, 
Nokia,  and  Sony.  The  firm's  success  has  helped 
Glaser  pursue  another  interest:  He  has  become 
a  co-owner  of  the  decidedly  low-tech  Profes- 
sional Bowlers  Association. 

a GEORGE  PERLEGOS,  50 
Founder,  President,  CEO 
Atmel,  San  Jose,  CA 
33.3M/$561.3M  SEMI 
A  leading  manufacturer  of  integrated  circuits, 
Atmel  leads  the  market  in  smart  credit  card 
technology.  In  the  '80s  Perlegos,  a  reserved,  family- 
oriented  man,  founded  the  company  on  the  pro- 
verbial shoestring  after  a  stint  at  Intel.  Atmel's 
semiconductors  are  being  used  in  cell  phones, 
digital  cameras,  DVD  players,  and  set-top  boxes  as 
well  as  those  credit  cards.  Speaking  of  which,  won- 
der what  the  spending  limit  of  Perlegos'  Visa  is? 

mm         DAVID  DOYLE,  39 

mmK    M  Cofounder,  President 

p  m    Quest  Software,  Irvine,  CA 
WMB  13.8M/$538.3M  SW 
Cofounder  Doyle  (who  owns  16%  of  Quest)  made 
his  first  million  by  age  30,  and  life  has  only  improved 
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since  then.  These  days  he  spends  some  of 
that  wealth  on  wine  (his  cellar  is  stocked  with 
10,000-plus  bottles)  and  real  estate  (he's  looking 
to  buy  a  $7.1  million  penthouse  in  Sydney,  Aus- 
tralia, where  he'll  no  doubt  stockpile  Shiraz). 

■HA  BOBBY  JOHNSON  JR.,  43 

J  Cofounder,  President,  CEO 
ft^^ft  Foundry  Networks,  San  Jose,  CA 
%0mkW  23.0M/$510.6M  NET 
Good  news  was  in  short  supply  last  year.  John- 
son, who  owns  20%  of  the  company,  watched 
his  wealth  plummet  as  Foundry  shares  suffered 
a  meltdown,  plummeting  90%.  One  problem: 
weakening  demand  for  high-performance  net- 
working products. 

mm  m  john  little,  43 

Portal  Software,  Cupertino.  CA 
I35.2M/$501.6M  SW 

Little  lost  a  lot  ($391 .8  million)  since  our  last  list. 
Portal's  stock  fell  84%,  thanks  to  weak  demand 
by  B2B  and  ASP  companies.  Still,  that  didn't  stop 
Little  from  winning  an  Entrepreneur  of  the  Year 
award  or  making  our  list  again — the  latter  due  to 
his  25%  ownership  stake  in  Portal. 

mm  mm  milt  on  chang,  57 

jjL^.  Ljk  Founder,  Chairman 

■    ■  New  Focus,  Santa  Clara,  CA 
%^%^9.7M/$477.5M  NET 

Milton  Chang  has  a  knack  for  turning  anything 
he  touches  into  gold.  The  former  CEO  of  optical- 
equipment  maker  Newport,  Chang  has  incubated 


a  host  of  successful  optical-networking  startup 
and  was  a  seed  investor  in  Uniphase  (now  JO 
Uniphase)  These  days  this  Pied  Piper  for  talent 
lighting  up  the  charts  at  New  Focus,  where  ra 
enue  grew  more  than  250%  in  2000 

■MB  A  JEFF  RAIKES,  42 

Vice  President 
111  Microsoft,  Redmond,  WA 
mmWmmW  7.5M/$449.7M 
A  20-year  veteran  of  Microsoft's  trenches,  Je 
Raikes  huddles  in  the  officers'  tent  alongsid 
Napoleon — er,  Gates — and  Ballmer,  helpirj 
them  orchestrate  the  moves  of  Microsoft's  armia 
Raikes  leads  the  charge  to  revolutionize  Wa 
and  desktop  applications  through  the  power 
XML.  It  had  better  work,  if  Raikes  is  going  ^ 
recoup  the  $91.7  million  he  has  lost  since  hi 
appearance  as  No.  51  on  last  year's  list. 

MB  mm)  HASSAN  AHMED,  42 

m  President,  CEO 
■  m  Sonus  Networks,  Westford,  MA 
mmw  M  9.7M/$427.5M  NE 
Now  hear  this:  Just  seven  months  after  its  IPI 
Sonus  has  become  the  leading  provider  of  voio 
over-packet  technology,  a  market  that  shou 
reach  $19  billion  by  2003.  Much  of  the  crec 
goes  to  Ahmed,  a  networking  veteran  who  w 
once  CTO  at  Cascade  Communications,  whe 
he  worked  with  Cascade  cofounders  Gurur 
Deshpande  (No.  20)  and  Dan  Smith  (No.  22) 

mm  f\  JOHN  CHAMBERS,  51 
Ejk  ^#  President,  CEO 

*  ■«%  Cisco,  San  Jose,  CA 
mmWmmw  17.0M/$426.4M  Nil 
Cisco  had  a  market  cap  of  $600  million  ai 
annual  sales  of  $1.2  billion  when  Chambers  to 
the  helm  in  January  1995.  He  has  been,  shall  v 
say,  successful:  Last  spring  Cisco's  market  c< 
exceeded  $500  billion  and  annual  sales  hit  12 
billion.  The  stock  subsequently  tumbled  with  t| 
rest  of  the  tech  industry,  shaving  $770  million  0 
Chambers'  fortune  by  year's  end.  But  don't  feel  1 
bad — at  least  he  has  friends  to  lean  on.  La 
June,  Indiana  University  endowed  a  $1 .2  mill 
chair  in  his  name  at  its  Kelley  School  of  Busines 


mm  jNk  MICHAEL  FERRO  JR., 
L^ftl  Founder.  CEO 

■  Click  Commerce,  Chicago,  IL 
12.8M/$416.0M 
Things  are  clicking  for  Ferro,  who  owns  35% 
Click  Commerce.  The  firm's  sell-side  B2B  so: 
ware  helps  companies  share  info  about  orde 
inventory,  marketing,  and  the  like  with  deale 
and  distributors.  The  savvy  dealmaker  also  I 
partnered  with  Microsoft  and  Commerce  Ort 


i  like  to  date  all  the  pretty  girls,"  said  the 
letaphor  master  in  a  recent  article. 

f%g\  DALE  SKEEN  & 

L  ■  1  JOMEI  CHANG,  46/48 

I  CTO  President.  CEO 

Vitria,  Sunnyvale,  CA 

48.8M/$397.4M  SW 
<een  and  Chang  are,  without  a  doubt,  the  brain- 
st  couple  on  our  list.  They  have  his-and-hers 
nDs,  his  in  distribution  management  systems, 
igrs  in  database  management  systems.  (Imagine 
3e  scintillating  dinnertime  conversation.)  They 
unded  their  first  company,  the  highly  successful 
\iknekron  Software  Systems  (now  Tibco  Soft- 
rare)  in  1986.  In  1994  they  founded  e-business 
iiftware  firm  Vitria  and  watched  its  stock  sky- 
pet  and  then  crash,  losing  nearly  90%  of  its 
!  lue  last  year.  Gives  new  meaning  to  "For  better 
i  worse,  for  richer  or  for  poorer." 
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DAVID  S.  OROS,  41 

Chairman,  CEO 
Aether  Systems, 
Owings  Mills,  MD 
7.3M/$393.4M  SW,  NET 

ce  the  president  of  Westinghouse's  wireless  data 
oup,  Oros  has  long  envisioned  a  world  without 
res.  Now  he's  furthering  that  vision  at  Aether 
anslation:  "air  of  the  gods"),  which  makes  soft- 
are  that  helps  deliver  data  over  wireless  networks. 
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PENG  ONG,  36 

Founder,  Chairman 
Interwoven,  Sunnyvale,  CA 
7.1M/$391.8M  INT 
hen  Ong  (full  name:  Peng  Tsin  Ong)  was  a 
noolboy  in  Singapore,  a  visiting  Japanese 
ucher  let  him  play  with  a  homemade  computer, 
[g  later  taught  himself  programming  from  a 
hnual.  "It  was  the  only  thing  that  actually  did 
lat  we  told  it  to  do,"  he  says.  He  has  come  a  long 
ly:  Ong  now  chairs  Web  management  firm  Inter- 
j  ven  and  is  helping  to  set  up  its  Asian  operations. 
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JOHN  &  SUSAN  OCAMPO, 

40/42 

I  Chairman,  CTO/Treasurer 
Stanford  Microdevices 
Sunnyvale,  CA 

14.0M/$388.0M  SEMI 
|in  and  Susan  Ocampo  are  on  this  year's  list 
jirtesy  of  Stanford  Microdevices'  IPO,  one  of  last 
nr's  most  successful  new  issues.  To  remain  com- 
litive  in  the  tight  integrated-circuit  market,  Stan- 
El  Microdevices  has  expanded  its  product  line 
1  bolstered  international  sales.  The  only  fly  in 
I  Ocampos'  soup:  Stanford  University  is  suing 
'  nford  Microdevices  for  trademark  infringement. 


g\   M  CHARLES  E.  JOHNSON 

JR"4° 
■  pOL  Chairman,  CEO 

I  PurchasePro.com,  Las  Vegas,  NV 
14.4M/S386.9M  INT 
Founder  Johnson  (who  once  ran  several  gyms) 
announced  that  he  won't  receive  cash  or  stock 
compensation  until  the  company  becomes  profi- 
table, which  may  happen  by  the  end  of  this  year. 
That  should  help  to  bolster  the  company's  stock 
price,  which  fell  from  a  high  of  $82  to  $17 
last  year. 

g\mm  RAY  LANE,  54 
J^|L  Former  COO  and  President 
[j^J  Oracle,  Redwood  City,  CA 

20.2M/$380.3M  SW 
Last  June,  Ray  Lane  and  Larry  Ellison  agreed  in 
a  telephone  conversation  that  Lane  would  step 
down  from  his  post  at  Oracle.  Don't  worry  about 
Lane,  though:  He  has  moved  on  to  the  firm  he 
calls  the  New  York  Yankees  of  venture  capital: 
Kleiner  Perkins  Caufield  &  Byers. 

Jf%  /f%  WALTER 

BTL MIL  ALESSANDRiNi.  54 

p  Chairman,  CEO 
%^         Avanex,  Fremont,  CA 

5.7M/$373.8M  NET 
Walter  Alessandrini  has  made  a  career  out  of  speed. 
The  native  Italian  headed  up  Union  Switch  &  Signal,  a 
leading  equipment  supplier  to  railroads  and  mass-transit 


systems,  before  boarding  the  high  tech  express.  Cus- 
tomers love  Avanex  for  its  photonics  technology, 
which  makes  fiber-optic  networks  more  efficient. 

J^HEpNAVEEN  JAIN,  41 
■Lfe    Jjf  Founder,  Chairman,  CEO 

■  Jf  lnfoSPace-  Bellevue,  WA 
\J  M  65.7M/$369.2M  INT 
Jain  made  his  fortune  (he  owns  19%  of  Info- 
Space) by  supplying  content  such  as  Yellow  and 
White  Pages,  third-party  weather  reports,  and 
stock  quotes  to  more  than  3,200  Web  sites.  The 
stock  is  way  down,  but  most  analysts  say  that 
Jain — the  restless,  aggressive  self-promoter 
who  works  20-hour  days  and  is  so  focused  on 
success  that  he  claims  not  to  have  any  hob- 
bies— can  make  InfoSpace  a  wireless  winner 
as  that  market  gathers  momentum. 
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MONTE  ZWEBEN,  37 

Founder,  CEO 
Blue  Martini  Software 
San  Mateo,  CA 
28.3M/$329.5M  SW 
Wall  Street  momentarily  got  buzzed  on  Blue  Mar- 
tini last  year:  Shares  of  the  customer  interaction 
software  maker  soared  174%  at  its  July  IPO.  Then 
the  hangover  set  in,  and  the  stock  sank  like  a  garlic- 
stuffed  olive  in  a  glass  of  Bombay  Sapphire.  Zwe- 
ben,  a  former  comanager  of  NASA's  artificial 
intelligence  lab,  saw  his  40%  stake  in  Blue  Mar- 
tini fall  from  $1.9  billion  in  August  to  $190  million 
by  Christmas.  Oh,  well,  Zweben  can  always  pur- 
sue his  other  dream:  becoming  a  jazz  guitarist. 
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ERROL  GINSBERG,  44 

Cofounder,  President,  CEO 
Ixia,  Calabasas,  CA 
9.6M/S321.4M  SEMI 
It  took  cojones  to  go  public  in  October,  when  the 
tech  meltdown  seemed  never  ending.  But  South 
African  transplant  Ginsberg  figured  Ixia  would 
bloom  as  brightly  as  the  flowering  plant  it's 
named  after.  He  was  right:  The  firm,  which  helps 
maximize  network  performance,  saw  its  stock 
rise  57%  on  its  first  day  of  trading. 

■|||  MIKE  HLUCHYJ,  46 

ill  Cofounder,  CTO 

■  I  Sonus  Networks,  Westford,  MA 

■  \r  7.0M/$308.9M  NET 
Hluchyj  (pronounced  Hiloochi)  cofounded  voice- 
and-data  switch  maker  Sonus  in  1997  and  took 
the  company  public  last  May.  The  stock  acted 
like  a  '99  dot-com,  jumping  120%  on  its  first  day 
and  climbing  more  than  1,000%  through  early 
August,  making  MIT-educated  Hluchyj  briefly 
worth  $658.2  million.  The  stock  subsequently 
dropped  73%  but  ended  2000  still  up  229%. 
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n CRAIG  BENSON,  46 
Cofounder,  Director 
Cabletron  Systems,  Rochester,  NH 
16.1M/$308.2M  NET 
In  February  Cabletron  was  criticized  for  abandon- 
ing brand  identity  when  it  split  into  four  subsidi- 
aries, each  with  a  different  telecom  role.  But  until 
recently  the  company  was  beating  Wall  Street's 
expectations,  and  shareholders  were  happy 
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DANIEL  LEWIN,  30 

Cofounder,  CTO 
Akamai,  Cambridge,  MA 
9.3M/$285.9M 


NET 


Wmf±  TOM  LEIGHTON,  44 

m    J  Cofounder,  Chief  Scientist 
m  Akamai,  Cambridge,  MA 

■  \J  9.2M/$282.3M  NET 
Lewin  and  Leighton  are  MIT  brainiacs  with  roots 
in  applied  mathematics  and  advanced  computer 
science.  These  guys  can  freestyle  algorithms  in 
their  sleep.  Plus,  Lewin's  experience  in  the  Israel 
Defense  Forces  should  come  in  handy  as  the  bat- 
tle for  Internet  content  delivery  gets  bloodier. 

9HH  m  JOZEF  STRAUS,  54 

m  MM  Cofounder,  CEO,  Director 
M  £JL  JDS  Uniphase,  San  Jose,  CA 

■  l2.3M/$268.8M  NET 

Straus  is,  shall  we  say,  eccentric.  The  native  Czech 
(he  fled  weeks  before  the  1968  Soviet  inva- 
sion) always  wears  a  black  beret  and  two  wrist- 
watches — one  for  his  home  in  Ottawa  and  one  for 
wherever  he's  visiting.  He  literally  dances  around 
JDS  Uniphase  headquarters,  quotes  from  The  Little 
Prince  during  conference  calls  with  analysts,  and 
once  described  himself  as  "just  a  guy  who  has  to 
go  home  and  change  his  underwear" 


i&HB  an  TIM  KOOGLE,  49 

m         Chairman,  CEO,  Director 
M      ■  Yahoo,  Santa  Clara,  CA 

■  %J  9.6M/$267.9M  INT 
Koogle's  cool,  slack  aura — he's  fond  of  wearing 
black,  fills  his  office  with  guitars,  smokes,  and 
goes  by  the  nickname  T.K. — belies  the  calculating 
strength  of  his  leadership  at  Yahoo.  These  days 
he's  leading  the  company  into  the  B2B  space,  but 
investors  aren't  impressed:  The  stock  is  signif- 
icantly down  since  last  November.  Meanwhile, 
Koogle  spends  his  fortune  on  racing  cars  and 
machining  his  own  parts  for  the  cars. 

DONALD  BROWN,  45 

MMj^  Founder,  President,  CEO 

■  I  ■  Interactive  Intelligence 

■  %^  Indianapolis,  IN 

8.7M/$265.5M  SW 
Just  how  smart  is  Don  Brown?  He  earned  a  medical 
degree  and  a  master's  in  computer  science  at  the 
same  time.  And  he  reads  Camus — in  French!  Now 
he  owns  60%  of  Interactive  Intelligence,  which 
makes  software  that  automates  call  centers  and 
enterprise  communications.  The  company  has  been 
off  most  investors'  radar  screens.  That  could  change 
soon:  Revenues  grew  102%  in  2000. 

nXIAOFAN  "SIMON"  CAO,  37 
Cofounder,  CTO 
Avanex,  Fremont,  CA 
4.0M/$261.1M  NET 
Avanex  CTO  Simon  Cao  has  38  patents  either 
secured  or  pending,  and  he's  responsible  for  a  long 
list  of  groundbreaking  feats  in  optical  science.  He 
is  also  a  devotee  of  feng  shui,  which  he  applied 
to  the  choice  of  Avanex's  headquarters.  Maybe 
that's  why  so  much  of  the  cash  that  flows  through 
Avanex's  doors  finds  its  way  to  his  office. 

KEVIN  N.  KALKHOVEN,  56 

Mwm*  Former  Chairman  and  CEO 
M  JDS  Uniphase,  San  Jose.  CA 

■  \J  5.2M/$253.9M  NET 
Last  May  Kalkhoven  stepped  down  from  his 
position  as  cochair  of  JDS  Uniphase.  The  ebul- 
lient Aussie  was  the  visionary  behind  the  growth 
of  the  company,  which  he  built  to  address 
niches  in  the  fiber-optics  equipment  market  and 
merged  with  Straus'  JDS  Fitel  in  July  1999. 
He's  not  through  making  money:  Next  up  is  a 
venture  capital  fund. 

HJ|  DAVID  WETHERELL,  46 

MM  ■  Chairman,  CEO 

M  CMGI,  Andover,  MA 

■  \J  36.2M/$241.7M  INT 
The  youngest  of  six  kids  growing  up  on  a  farm 
in  northern  Connecticut,  Wetherell  is  used  to 


shoveling  dung.  Investors  figured  that's  what  he 
was  doing  in  2000,  when  he  insisted  that  CMGI 
was  fine  despite  a  $14  billion  operating  loss 
during  its  first  three  quarters.  Wetherell  is  reor- 
ganizing the  company,  but  you  can't  mataj 
chicken  salad  out  of  chicken  you-know-what. 

\  GREG  OLSEN,  55 

I  ■  Executive  VR  Director 

■  Finisar,  Sunnyvale.  CA 

5.9M/$229.4M  NEJ 
Award-winning  engineer  Greg  Olsen  made  ij 
into  tech's  100  richest  thanks  to  selling  his  Sen- 
sors Unlimited  to  fiber-optics  company  Finisar  tr 
October.  In  December  he  sold  3.5  million  shares 
for  a  total  of  more  than  $100  million,  not  includ 
ing  the  785,400  shares  worth  more  than  $18  mil 
lion  that  he  gave  away. 


a LESLIE  VADASZ,  64 
President,  Executive  VP, 
Intel  Capital 
Director,  Intel,  Santa  Clara,  CA 
6.6M/$226.2M  SEM 

Vadasz  wields  enormous  influence  as  head  c 
venture  investor  Intel  Capital.  Intel's  portfolio 
worth  $3.7  billion,  making  the  company  one  l 
the  largest  VC  investors  in  the  world.  Last  yes 
Vadasz  spearheaded  $1.3  billion  worth  of  inves 
ments  in  more  than  300  companies.  Can  yd 
believe  this  titan  drives  a  5-year-old  dented  Jeef 

STEPHEN  WONG,  41 

m£    M  Chairman,  President,  CEO 

#^^r  Embarcadero  Tech,  San  Francisco,  C 
\Jfmm  5.0M/$221.0M 
Embarcadero,  which  makes  software  that  hel|j 
companies  build  and  manage  databases,  wa 
last  year's  best-performing  IPO — up  350%  frol 
its  April  offering  through  December.  That  mad 
cofounder  Wong  (who  owns  20%)  a  very  wealt| 
man  in  a  year  when  many  tech  executives  watch( 
their  fortunes  fade. 

|P%  g*.  MARTIN  BRAUNS,  41 

Interwoven.  Sunnyvale,  CA 
%J^\m  4.7M/$218.1M 
A  triathlete  in  his  spare  time,  Brauns  helped  It 
firm  run  a  great  race  in  2000.  While  most  of  tf 
companies  in  the  Nasdaq  crumbled,  Interwovei 
stock  rose  11.8%. 

M  WILLIAM  J-  SINCLAIR,  47 

/■  Director 

J^jiJi  JDS  Uniphase.  San  Jose.  CA 
\J    I  3.6M/S215.5M  N 
Sinclair,  the  "S"  in  JDS  Uniphase,  was  a  pione 
in  fiber  optics  back  in  the  early  '80s,  when,  alQ 
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i  No.  74,  Jozef  Straus,  he  served  as  one  of 
i  "four  cooks."  Now  he's  trying  to  read  the 
ire  again  as  head  of  R&D  at  Fluorosense,  a 
ladian  firm  that  makes  high  tech  measuring 
Ices  using  ultraviolet  fluorescence. 

S CHIN-CHENG  WU,  51 
Vice  President,  General  Manager 
Cisco,  San  Jose,  CA 
5.5M/$212.4M  NET 
K  former  company,  ArrowPoint  Communica- 
Jk,  handily  avoided  last  year's  icy  IPO  market: 
ires  of  the  network  switch  maker  soared 
rly  250%  at  the  offering  last  March.  Then 
Ho  came  knocking  a  month  later  and  ponied 
[15.7  billion,  its  second  most  expensive  acqui- 
I  n  ever. 


6 


ROBERT  DeSANTIS,  37 

Cofounder,  Senior  VP 
Ariba,  Mountain  View,  CA 
5.6M/$211.2M  INT 
year  Ariba  became  the  first  Internet  B2B 
pany  to  break  even,  and  it  saw  its  customer 
;  grow  a  whopping  500%,  thanks  to  deals 
companies  such  as  IBM  and  Microsoft. 

|HB  PETER  KARMANOS  JR.,  58 

M  Chairman,  CEO 

Compuware,  Farmington  Hills,  Ml 
17.0M/$209.5M  SW 
of  Karmanos'  three  professional  hockey 
:hs  is  jockeying  for  first  place  in  its  division, 
it  Compuware  is  also  in  a  bruising  competi- 
'  battle.  The  stock,  which  lost  about  two- 
11s  of  its  value  as  of  the  beginning  of  the 
I  has  since  rebounded.  The  bounce  is  good 
Is  for  charities  that  Karmanos  supports, 
ijding  the  Barbara  Ann  Karmanos  Cancer 
i  tute,  in  memory  of  his  first  wife. 
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STUART  BROWNING 

Former  Vice  President 
Embarcadero  Technologies 
4.8M/$199.5M  SW 

NIGEL  MYERS,  33 

VP  Product  Development 
Embarcadero  Technologies 
4.8M/$199.5M  SW 


I  |  JP%  DENNIS  WONG,  43 
II  jj  Director 

ill  I  Embarcadero  Technologies 
W  \m  San  Francisco,  CA 

4.78M/$198.8M  SW 
lies  of  database  software  firm  Embarcadero 
i:  nologies  resisted  gravity  following  its  April 
:  i  helping  place  Browning,  Myers,  and  Wong 


(brother  of  No.  82  Stephen)  among  tech's  nou- 
veau  riche. 

JAY  WALKER,  46 

Founder 

Priceline.com,  Norwalk,  CT 
64.1M/$190.2M  INT 
Priceline's  old  catchphrase,  "This  is  going  to  be  big — 
really  big,"  now  smacks  of  irony.  The  firm  lost  a  slew 
of  high  profile  executives  and  warned  investors  about 
sluggish  earnings.  Walker  slipped  80  spots  on  this 
year's  list  after  his  wealth  dropped  some  $4.2  billion. 

JOHN  MOORES,  56 

Director 

Peregrine  Systems,  San  Diego,  CA 
5.8M/$189.8M  SW 
San  Diego  Padres  owner  Moores  is  among  the 
more  philanthropically  inclined  of  our  100  tycoons. 
He  sold  his  $6  million  coin  collection — including 
his  prize  possession,  an  1807  gold  U.S.  Liberty 
coin — to  raise  money  to  fight  childhood  diseases. 

EDWARD  T.  COLLIGAN,  40 

Senior  VP  Marketing  and  Sales 
Handspring,  Mountain  View,  CA 
6.0M/$189.0M  PER 
Colligan  successfully  awed  tech  junkies  and  reached 
the  masses  when  he  was  vice  president  of  marketing 
at  Palm  Computing.  Now  the  frenetic  Colligan  heads 
up  marketing  for  Handspring,  which  he  founded  with 
Donna  Dubinsky  (No.  37)  and  Jeff  Hawkins  (No.  21 ). 

JURE  SOLA,  50 

Chairman,  CEO 
Sanmina,  San  Jose,  CA 
4.6M/$187.0M  SEMI 
The  visionary  Sola  has  built  Sanmina  into  a  power- 
house in  the  $85  billion  electronic  contract  man- 
ufacturing market.  In  the  process,  Sola,  a  Croatian 
immigrant,  has  built  a  fortune. 

SANJAY  KUMAR,  39 

President,  CEO 

Computer  Associates,  Islandia,  NY 
5.7M/$185.8M  SW 
The  soft-spoken  Sri  Lankan  took  control  of  the 
world's  third-largest  software  maker  in  August, 
when  founder  Charles  Wang  (No.  33)  bumped 
himself  up  to  chairman  and  relinquished  the  CEO 
title.  In  October,  Kumar  promised  to  revamp  the 
company,  focusing  its  1,200  products  into  three 
key  solution  areas. 

RUBIN  GRUBER,  56 

Cofounder,  Chairman,  Director 
Sonus  Networks,  Westford,  MA 
4.0M/$185.1M  NET 
Serial  entrepreneur  Gruber  decided  2]A  years 


after  college  that  he  would  never  again  work 
for  anyone  but  himself.  In  1997  he  jumped 
when  his  cousin  suggested  he  pursue  his 
passion  for  Internet  voice  packetization. 
He  made  a  phone  call,  and  within  three  min- 
utes he  had  his  first  funding  for  Sonus  Net- 
works. Good  call:  The  stock  surged  900%  after 
its  May  IPO. 

MORTON  TOPFER,  64 

Counselor  to  the  CEO,  Director 
Dell  Computer,  Round  Rock,  TX 
5.6M/$184.7M  CH 
Dell  elder  statesman  Topfer  plans  to  retire  at  the 
end  of  2001,  making  this  the  last  year  he's  likely 
to  grace  our  list  of  technology's  working  rich. 
The  silver-haired  tech  veteran  is  likely  to  split 
his  golden  years  between  his  historic  home  in 
Austin  and  his  newer  house  in  Las  Vegas. 

SHELBY  BONNIE,  35 

Chairman,  CEO 
Cnet,  San  Francisco,  CA 
10.1M/$184.3M  INT 
Bonnie,  who  grew  up  on  a  horse  farm,  took  over 
Cnet's  reins  last  year  from  Halsey  Minor.  Most 
analysts  applaud  Bonnie's  moves  to  strengthen 
international  operations  and  gallop  into  the 
data  services  market. 

DAVIDI  GILO,  44 

Chairman 

Vyyo,  Cupertino,  CA 

14.8M/$183.8M  NET 
Israeli-born  Gilo  solidified  his  reputation  in  the 
tech  world  when  Intel  bought  his  first  company, 
DSP  Communications,  in  late  1999  for  the 
princely  sum  of  $1 .6  billion,  Israel's  largest  cash 
buyout.  In  early  2000  Gilo  and  two  other  DSP 
alums  left  Intel  to  focus  on  the  4-year-old  Vyyo, 
which  manufactures  components  for  the  wire- 
less broadband  industry. 

SUSAN  ORR,  53 

Former  Director 
Hewlett-Packard,  Palo  Alto,  CA 
4.8M/$182.9M  CH 
Susan  Orr,  daughter  of  the  late  David  Packard 
and  his  wife,  Lucile,  carries  on  her  parents'  phil- 
anthropic vision  at  the  David  and  Lucile  Packard 
Foundation,  among  the  country's  largest  non- 
profit organizations.  Orr's  role  as  supporter  of 
the  arts,  science,  children,  and  the  environment 
makes  her  one  of  the  most  powerful  women  in 
Silicon  Valley. 

REPORTED  BY  JOHN  BISHOP, 
TODD  FEIST,  NATE  HARDCASTLE, 
MARK  KLIMEK,  LEE  RADER, 
DEBORAH  SATTER,  AND  TAYLOR  SMITH 


For  related  information  on  this  story,  use  your 
:CueCat  device  to  scan  the  cue  code  (left). 
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The  high  tech  industry  is  really  a  tragi- 
comedy with  only  four  protagonists: 
Attackers,  Defenders,  Arms  Merchants,  and 
Customers,  who  drive  the  actions  of  the  other 
three.  Each  has  a  role  to  play,  and  how  they  play  it 
will  determine  who  the  new  winners  will  be. 

Despite  the  gloom  in  the  financial  market,  curi- 
ously enough,  the  Internet  has  never  been  health- 
ier. But  it's  never  been  harder  to  be  an  Internet 
startup.  Think  of  sperm  swimming  upstream.  For 
all  but  one  of  them,  it's  going  to  be  a  very  bad  day. 
We  in  the  venture  industry  poured  $50  billion  into 
Net  startups  last  year.  Those  Net  startups  were 
Attackers,  each  trying  to  unseat  a  Forbes  500  com- 
pany. When  these  Attackers  got  sick  from  their 
flawed  business  models,  their  attendant  Arms 
Merchants — such  as  Scient,  Viant,  and  Breakaway 
Solutions — got  pneumonia. 

Meanwhile,  the  Forbes  500  companies  (the 
Defenders)  began  spending  like  crazy  to  meet  the 
perceived  threat  from  Net  startups,  which,  as  we've 
seen,  turned  out  to  be  negligible.  We  calculate  that 
these  large  companies  spent  $150  billion  to  $200 
billion  to  put  their  businesses  online  and  to  buy  the 
networking  gear  necessary  to  support  their 
response  to  the  Attackers.  But  the  irony  is  that 
the  bigger  enemy  is  other  Defenders,  who  spent 

40%  of  their  IT 


Technology  spending  is  still 
on  a  tear.  Real  demand  by 
businesses  and  consumers 
has  never  been  higher. 


budgets  on  build- 
ing Internet  busi- 
nesses to  work 
with  their  bricks 
and  mortar. 

Arms  Mer- 

  chants  that  supply 

these  companies 
don't  care  who  wins,  as  long  as  there  is  a  war.  They 
have  seen  a  change  in  their  ranks  during  the  past 
few  years.  IBM  and  Compaq  are  now  secondary 
suppliers,  switching  places  with  Oracle,  Cisco, 
EMC,  and  Sun.  What  Arms  Merchants  have  learned 
is  that,  while  Attackers  may  be  interesting  as  cus- 
tomers, the  real  money  is  in  supplying  Defenders. 

Of  course,  the  Defenders  and  the  Arms  Mer- 
chants both  need  the  same  thing:  a  good  enemy, 
which  allows  the  former  to  spend  money  on  the 


latter.  Last  year,  with  the  media  going  bonkers  ara 
the  threat  of  Y2K,  every  CIO  in  America  was  gettj 
more  money  to  fight  this  "problem."  Was  your  si 
automation  system  getting  long  in  the  tooth?  Gr< 
call  it  "non-Y2K  compliant"  and  use  that  infusi 
of  cash  to  rewrite  your  legacy  application. 

Now  it's  2001  and  the  Defenders  need  a  rj 
enemy.  Example:  Telecom  carriers  (such  as  ATfl 
Worldcom,  Sprint,  Verizon,  SBC,  and  British  Td 
com)  have  been  spending  like  gangbusters  on  oi 
cal  networking  to  fend  off  encroachment  into  tn 
space  by  one  another  and  by  interlopers  like  ca 
companies.  But  the  battleground  is  changi 
While  the  telecom  carriers  needed  raw  bandwi^ 
two  years  ago,  today  they  need  software  to  all! 
new  functionality. 

What  could  that  new  functionality  be?  Speel 
based  systems  that  allow  the  human  voice 
access  the  Net.  Then  the  carriers,  both  land 
and  wireless,  can  add  new  functions  that  coj 
double  network  usage.  No  one  knows  if  speej 
based  systems  will  work,  but  the  venture  comn 
nity  is  willing  to  invest  a  few  billion  dollars  in 
hope  that  they  will.  The  voice  Web  is  just  d 
example  of  how  new  Arms  Merchants  will  gro\^ 

So,  while  tech  stocks  may  be  in  the  sewer,  te| 
nology  spending  is  still  on  a  tear.  Real  demand! 
businesses  and  consumers  has  never  been  high! 
We  in  the  venture  industry  are  reloading.  As  tJ 
used  to  put  on  bumper  stickers  in  Houston,  "Plea 
Lord:  Give  us  another  oil  crisis.  We  promise  not! 
screw  this  one  up!" 

Bottom  line:  No  one  wants  to  go  to  war  wl 
obsolete  weapons.  The  Arms  Merchants  are  hafl 
to  sell  to  anyone  and  everyone,  but  they  now  re 
ize  their  best  shot  is  to  align  themselves  with  i 
Defenders.  .The  Defenders  need  the  Attackersi 
make  the  case  for  funding.  The  Attackers  ai 
group  will  fail,  except  for  a  few  that  will  mor 
into  tomorrow's  Defenders.  The  venture  indusi 
backs  a  plethora  of  Arms  Merchants  and  Attackfi 
So,  yes,  there  will  be  another  high  tech  boom. 


Howard  Anderson  is  the  founder  of  the  YanfX 
Group  and  senior  managing  partner  of  Yankeel\ 
Ventures,  a  VC  firm  in  Cambridge,  MassachuselX 
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Automotive  Technology 


1.  Delphi  Automotive 
Systems 

The  world's  largest  and  most 
diverse  supplier  of  automotive 
components,  systems  and  modules. 
For  more  information,  visit 
www.delphiauto.com 


usmess  to  Business 


Salesforce.com 

Delivers  enterprise-class  sales  force 
automation  as  a  subscription 
service  online.  As  easy  to  use  as 
your  favorite  Web  site, 
Salesforce.com  enables  you  to 
securely  access,  manage  and  share 
sales  information  across  your 
company  -  anytime,  anywhere. 
Visit  www.salesforce.com 

2.  Stellcom 

A  wireless  systems  integrator  that 
engineers  mobile  workforce 
solutions  from  the  enterprise  to  the 
device  for  builders  of  Internet 
infrastructure. 

Call  1-888-554-2024  or  visit 
www.stellcom.com 

3.  Xerox  Network  Printers 

Call  1-877-362-6567  or  visit 
www.xerox.com/officeprinting 


5.  Intraware 

The  leading  provider  of  integrated 
solutions  that  empower 
corporations  to  effectively  manage 
IT  resources. 

Call  1-800-469-4313  or  visit 
www.intraware.com 

6.  WRQ  Inc. 

To  receive  a  free  Technology 
Transition  Toolkit,  call 
1-888-323-1717  or  visit 
www.wrq.com 


E-Business  Services 


Aspect  Communications 

The  leading  provider  of  customer 
relationship  portals  -  contact  servers 
for  managing  dynamic  customer 
transactions  across  all  wired  and 
wireless  communication  channels. 
Visit  www.aspect.com 


Economic  Development 


7.  South  Carolina 
Department  of  Commerce 

Team  South  Carolina's  pro-business 
legislation,  plentiful  existing  industry, 
customized  workforce  training  and 
world-class  support  system  make  it 
the  best  place  for  your  business 
operations. 

Call  1-800-868-7232  or  visit 
www.teamsc.com 
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4.  Fujitsu  PC  Corp. 

Provides  a  complete  range  of 
mobile  computing  solutions, 
including  notebook  and  pen  tablet 
computers.  Call  1-877-FPCDIRECT 
or  visit  www.fujitsupc.com 
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ne  of  the  greatest  challenges  in  con- 
verting science  into  medicine  is  finding 
an  entrepreneur  who  combines  a  fierce 
belief  in  a  new  technology  with  a  clear  vision  of 
why  that  technology  belongs  in  the  real  world, 
plus  sufficient  charisma  to  convince  investors  and 
employees  to  make  that  leap  of  faith. 

For  years,  spinal  cord  injury  (SCI)  product 
development  languished  due  to  lack  of  such  a  per- 
son. People  with  SCI  faced  double  frustration:  first 
their  injury,  then  the  pharmaceutical  industry's  rel- 
ative lack  of  interest  in  finding  treatments.  One 
reason  for  that  disinterest  is  the  incredibly  compli- 
cated nature  of  SCI  biology.  At  least  four  separate 
mechanisms  are  at  work,  including  nerve  cell  dam- 
age and  loss  of  axons  (tendrils  that  extend  out 
from  the  cell  and  carry  nerve  impulses  to  other 
nerves  and  cells)  stretching  across  the  injured  site. 

No  single  drug  was  likely  to  address  all  of  these 
problems.  There  was  a  strong  belief  that  damaged 
adult  neurons  could  not  regrow.  Another  count 
against  SCI  was  a  perception  that  the  patient  popula- 
tion—  and  thus  the  market  —  was  small:  About 
12,000  people  are  paralyzed  in  the  United  States  each 

year.  Dr.  Ron  Cohen 

Spinal  cord  injuries  create  a  huge 
pool  of  chronic  patients — more 
than  250.000  —  generating 
annual  direct  costs  exceeding 
$9  billion. 


was  one  of  the 
first  biotech  entre- 
preneurs to  realize 
that,    while  the 
number  of  new 
SCI  patients  annu- 
ally is  relatively 
small,  most  live  for 
another  40  years,  on  average.  This  creates  a  huge 
pool  of  chronic  patients  —  more  than  250,000  — 
generating  annual  direct  costs  exceeding  $9  billion. 

Cohen  also  realized  that  there  were  more  ways 
to  help  these  patients  than  helping  them  to  walk. 
SCI  patients  can  lose  the  ability  to  breathe,  to 
sweat  and  control  body  temperature,  to  urinate  or 
defecate,  and  to  function  sexually.  They  often 
experience  severe  spasms,  chronic  pain,  and  abnor- 
mal sensations.  Dealing  with  any  of  these  prob- 
lems could  significantly  improve  quality  of  life. 

Meanwhile,  researchers  were  using  biotech 
tools  to  discover  startling  things  about  the  nervous 
system.  The  most  amazing  finding,  published  first 


by  Dr.  Albert  Aguayo,  director  of  McGill  Uni 
sity's  Center  for  Research  in  Neuroscience,  \i 
that  spinal  cord  nerve  cells  could  regrow  til 
axons  after  damage.  Biotech  groups  subsequen 
identified  factors  that  stimulated  nerve  cell  gro 
and  cell  adhesion  molecules  that  guided  the  gr< 
ing  nerve  cells.  Finally,  in  1990  the  New  Engl, 
journal  of  Medicine  published  a  study  show 
that  high  doses  of  methylprednisolone  admi 
tered  within  eight  hours  of  a  spinal  cord  inj 
reduced  loss  of  function  by  20%. 

Much  of  this  work  took  place  in  competing  1 
scattered  all  over  the  world.  Enter  Dr.  Cohen,  \ 
spent  1993  to  1995  meeting  with  leading  neurc 
entists  and  nonprofit  groups.  Through  sheer  f<) 
of  personality,  he  convinced  key  participant! 
form  a  joint  scientific  advisory  board  focused 
different  approaches  needed  to  attack  SCI. 

In  March  1995,  that  transatlantic  networl 
scientific  advisers  became  the  outsourced  resea 
department  for  Acorda  Therapeutics.  Acorda 
R&D  in  its  academic  collaborators'  labs  w 
operating  out  of  Cohen's  New  York  City  ap 
ment.  This  kept  the  burn  rate  low  while  Co; 
pulled  the  team  together  and  recruited  investor! 

Six  years  later,  in  January  2001,  Acorda  rr 
its  first  presentation  at  the  J.R  Morgan  H&Q 
Science  Conference.  Cohen  had  kept  his  advi 
team  together,  opened  research  labs,  raised  $67 
lion,  and  forged  a  collaboration  with  Elan  Pha 
ceuticals.  Acorda's  lead  product,  Fampridine, 
in  late  Phase  II  trials  for  SCI  and  for  mull 
sclerosis.  Two  other  drugs.  Ml,  which  remyeli 
axons,  and  LI,  which  guides  regrowing  axons,  j 
in  animal  studies.  Finally,  Acorda  was  worl 
with  Athersys  to  uncover  genes  involved  in  ne 
logical  diseases. 

After  such  a  long  wait,  this  pace  of  disco 
seems  exponential.  Patients  should  benefit  id 
short  term  from  Acorda's  priming  of  the  disco 
and  development  pipeline,  but  the  long-term 
off  will  be  when  other  groups  follow  Acorda's 
into  this  important  arena. 


Cynthia  Robbins-Roth  is  the  founding  partn 
BioVenture  Consultants  and  author  of  ¥ 
Alchemy  to  IPO:  The  Business  of  Biotechnolog 
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AST  YEAR  ALAN  GREENSPAN  took  On  the  Tele- 

cosm,  and  won — at  least  according  to  the 
stock  market.  Even  high-energy,  up-spectrum 
quantum  photons,  it  seems,  cannot  always  be  relied 
on  to  tunnel  through  an  ohmic  wall  of  tight  money, 
marked  by  the  lowest  commodity  prices  in  14  years, 
the  highest  real  interest  rates  in  more  than  a  decade, 
a  yield  curve  from  Death  Valley,  and  a  simultane- 
ously soaring  dollar. 

This  year,  even  if  the  Telecosm  ends  up  rescuing 
the  United  States  from  an  official  recession,  the 
Federal  Reserve  can  no  longer  ignore  old  physical 
laws  and  new  economic  realities.  The  ascents  of 
optical  bandwidth  and  storewidth,  and  the  lesser 
but  still  powerful  progress  of  computer  processing, 
ropelled  the  economy  to  a  permanently 
noninflationary  growth  path.  The  Telecosm 
economy  has  just  begun. 

The  number  of  colors  of 
light,  also  known  as  lambdas, 
that  we  can  place  on  a  single 
fiber  through  v/avelength 
division  multiplexing  (WDM) 
is  proliferating  quicker  than 
Moore's  Law,  with  total 
bandwidth  per  optical  fiber 
increasing  faster  still  — 
perhaps  four  times  a  year. 
Corning  (NYSE:  GLW)  is 
expanding  its  manufacturing 
facilities  in  an  attempt  to 
shorten  waits  for  tens  of  mil- 
lions of  kilometers  of  fiber  on 
order  for  deployment.  Cor- 
ning continues  its  intense 
competition  with  JDS  Uni- 
phase (Nasdaq:  JDSU)  in  erbium-doped  fiber  ampli- 
fiers (EDFAs)  and  low-end  WDM  modules.  At  the 
same  time,  building  a  brand-new  industry  of  tun- 
able lasers  destined  for  use  in  virtually  every  piece  of 
communications  hardware  across  the  Web,  JDSU, 
Nortel  Networks'  (NYSE:  NT)  CoreTek,  and  New 
Focus  (Nasdaq:  NUFO)  seek  to  fill  those  thousands 
of  lambda  slots  being  opened  up  at  Avanex 
(Nasdaq:  AVNX)  and  Chorum  Technologies. 
Free  storage  is  combining  with  the  explosion  of 


gigabit  and  10-gigabit  Ethernet  to  make  netwon 
storage  and  caching — storewidth — more  effeq 
and  less  expensive  than  stuffing  your  bits  in  an 
lated  local  hard  drive.  StorageNetworks  (Nas<) 
STOR)  exemplifies  this  paradigm  but  is  hove: 
near  its  initial  offering  price.  Xcelera's  (An) 
XLA)  Mirror  Image  Internet  now  has  22  op 
tional  content  access  points  on  four  contine| 
connections  to  more  than  350  networks  and 
service  providers,  and  lots  of  (happy)  custorrj 
But  its  market  cap  is  only  a  fraction  of  what  B 
dus  Communications  (Nasdaq:  EXDS),  also  fl 
porarily  earthbound,  paid  for  its  15%  sharj 
Mirror  Image  in  early  2000.  Mirror  Image  an<| 
expected  IPO  provide  an  inviting  opportunity, 

Residential  connectivity  will  be  dominatec 
highly  integrated  Broadcom  (Nasdaq:  BRCM)  I 
and  Terayon  Communication  Systems'  (Nas<j 
TERN)  home  gateways.  With  only  3.5  million 
cable  modem  links,  fewer  than  2  million  succes| 
DSL  connections  to  date,  and  even  lower  penej 
tion  rates  for  the  rest  of  the  world,  the  untaf} 
market  is  large.  But  the  slower  than  expected 
out  in  both  DSL  and  cable,  like  WorldCa 
(Nasdaq:  WCOM)  troubles,  has  to  do  with  inc 
petence  at  the  FCC  and  Department  of  Justice 
the  1996  Telecom  Act.  The  fastest  way  to  spij 
broadband  is  to  deregulate  the  local  loop  and 
the  effort  to  impose  the  "open"  administered  c 
petition  in  which  no  one  is  allowed  to  win,  ex< 
the  communications  bar  and  the  politicians. 

In  wireless,  Qualcomm  (Nasdaq:  QCC 
remains  the  ultimate  and  sure  connectivity  f 
But  unconditional  success  of  the  connecti 
paradigm  requires  Globalstar  Telecommunicati 
(Nasdaq:  GSTRF).  With  botched  marketing 
customer  equipment  in  need  of  improvement, 
low-earth-orbit  satellite  service  seemed  in  Jam 
to  be  heading  toward  bankruptcy.  That  will  ; 
some  enlightened  entrepreneur — will  it  be 
Nasser  of  Ford  (NYSE:  F),  Richard  Waggone 
General  Motors  (NYSE:  GM),  Gary  Winnie! 
Global  Crossing  (NYSE:  GX),  Greg  Maffej 
360Networks  (Nasdaq:  TSIX),  or  Charles  Levinl 
Sprint  (NYSE:  PCS)? — the  chance  for  global  lea 
ship  in  the  wireless  Telecosm  for  the  next  decac 
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ouncing  an  all-new  investment  advisory  from  Forbes  to  help 
>u  accumulate  real  and  lasting  wealth  investing  now  in  the... 

I  Wireless  Revolution! 


idy  isn't  in  the  advance  guard  of  wireless;  he  is  the  advance  guard. 

The  Wall  Street  Journal,  Feb.l  1,  1994 


illions  to  be  made  from  the  wireless  revolution 
warf  all  past  profits.  BUT,  you  need  to  know 
(  wireless  companies  will  enjoy  explosive 
,  h  and  which  will  merely  explode. 

lie  next  and  most  sweeping  of  all  technology  revolutions 

4>un.  Digital  wireless  devices  are  replacing  personal 

iters  as  the  engine  of  technological  change.  Soon  the 

lis  Internet  really  will  be  everywhere  and  a  new  generation 

ijtrt"  wireless  devices  will  make  all  else  obsolete. 

Is  estimated  that  wireless  will  be  worth  $26.3  billion  sales 

iir  and  will  grow  exponentially. 

lit,  as  happened  in  the  early  days  of  computers  and  the 

»t,  many,  if  not  most  of  the  rushed-to-market  wireless 

[Its  and  the  companies  who  bet  their  bank  on  them,  will 

itceed. 

i|  You  can  grow  rich  in  the  next  3  to  5  years, 
vesting  in  wireless  stocks  that  will  post  gains 
of  500%  to  even  1,000%  or  more! 

|)w  there  is  a  reliable,  proven-effective  way  for  you  to  sift 
in  the  overwhelming  number  of  new,  repackaged  and 
lir  companies  all  making  big  noise  about  their  stake  in  the 
lis  gold  rush.  Now  you  can  invest  only  in  the  sure  winners 
line  of  the  certain  losers. 

irbes/Andrew  Seybold's  WIRELESS  OUTLOOK  will  help 
i^derstand  the  impact  of  specific,  new  wireless  technolo- 
'.  hout  overburdening  you  with  technological  intricacies, 
liexplain  the  relevant  technological  elements  that  make 
impany  or  application  better  than  another  so  that  you  are 
|Bition  to  make  objective  investment  decisions. 
f| 'every  issue  you  will  find  up-to-the-second  new 
Nation  that: 

m  how  the  wireless  revolution  is  totally  reshaping 
way  we  communicate,  store  and  use  information. 
ws  all  the  significant  announcements,  credible  whispers 
ijireakthroughs  of  the  wireless  industry  that  will  affect 
ijwireless  investments. 

llits  3  to  6  of  the  most  promising  wireless  companies, 

public  and  soon-to-IPO,  and  tells  you  why  each  is 
lially  attractive. 

sorts  our  model  portfolio  of  wireless  investments, 
ijyill  always  know  what  you  should  be  holding,  what 
ijd  to  your  portfolio  and  when  it's  time  to  take  profit, 
flly  as  valuable,  you  will  know  why.  Which  means  you 
||e  the  kind  of  informed  investor  who  can  sit  comfortably 
1 1  gh  the  market's  inevitable  volatility, 
jrbes  has  teamed  up  with  the  most  sought  after  consul - 
1  the  big  leagues  of  international  technology  to  bring  you 

I  'Andrew  Seybold's  WIRELESS  OUTLOOK. 

is  unbiased  and  accurate  opinions  and  predictions  are 

I I  by  and  acted  upon  in  the  boardrooms  of  technology 
\f.  His  facile  grasp  of  technical  intricacies  and  his  track 
:  at  identifying  nascent  opportunities  have  won  him 


respect  (as  well  as  consulting  contracts)  from  the  likes  of  IBM, 
Vodafone  AirTouch,  Qualcomm  and  Motorola  to  dazzling 
newcomers  like  Wireless  Knowledge  and  SmartServ  Online. 

As  a  fiercely  independent  but  open-minded  observer 
who  keeps  daily  contact  with  the  key  companies  and  people 
advancing  technology,  Andrew  Seybold  is  in  a  unique  position 
to  help  you  separate  the  genuine  super-stocks  of  the  wireless 
revolution  from  the  soon-to-crash.  Now  you  too  can  profit 
from  Andy  Seybold's  uncanny  ability  to  sense  still  forming  new 
directions  in  the  world  of  computers  and  communications. 
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THE  GILDERED  AGE 


The  next-generation  wireline  carriers,  mean- 
while, were  left  for  dead  in  2000  and  ignored  for 
what  they  are,  nothing  less  than  the  foundation  of 
all  industry,  education,  and  communication  in  the 
21st  century.  Global  Crossing  has  landed  in  Hong 
Kong,  greatly  extending  its  seamless  network,  now 
the  world's  most  advanced  and  comprehensive 
financial  nervous  system.  Metromedia  Fiber  Net- 
work (Nasdaq:  MFNX)  hums  along  as  simply 
the  best  source  of  metro  fiber.  Its  biggest  competi- 
tor and  customer  in  the  Northeast  may  be  Neon 
Communications  (Nasdaq:  NOPT),  whose  new 
CEO,  Steve  Courter,  seeks  to  exploit  unmatched 
cheap  utility  access  into  a  potential  980  buildings 
in  Manhattan  and  another  200  in  Philadelphia. 
Entire  carrier  webs  are  banishing  expensive,  band- 
width-conserving Sonet  as  360Networks  employs 
an  optical  WDM  mesh  in  the  core  and  partners 
with  Ethernet  virtuoso  Telseon  in  the  metro  to 
deliver  cheap  plug-and-play  connectivity  across 
continents  and  oceans.  Williams  Communications 
Group  (NYSE:  WCG)  is  shedding  bit-rate  and 
protocol-dependent  electronic  add-drop  multiplex- 
ers in  favor  of  all-optical  add-drops  from  Corvis 
(Nasdaq:  CORV). 

The  all-optical  network  and  its  increasingly 
broadband  wireless  tentacles  are  collectively  mil- 
lions of  times  as  powerful  as  the  electronic  long- 
distance and  analog  cellular  networks  they  are 
replacing.  And  Ray  Kurzweil's  Law  of  Time  and 
Chaos  tells  us  that  these  trends  will  only  accelerate. 

A  component  vendor  told  us  recently  that  the 
largest  carriers  want  only  40  lambdas  in  the  metro; 
40  10-gigabit-per-second  channels  is  "a  lot 

of  bandwidth." 


What  Ciena  CEO  Patrick  Nettles 
fails  to  grasp  is  that  a  network 
able  to  waste  bandwidth  is  much 
easier  to  manage  than  a 
network  that  needs  to  conserve  it. 


Furthermore,  all- 
optical  systems 
don't  perform  the 
critical  add-drop 
metroland  func- 
tion. The  com- 
pany? Cyras  Sys- 
tems, now  being 
purchased  by 
Ciena  (Nasdaq: 
CIEN)  for  about  $2  billion.  And  why  not?  The 
Cyras  vision  is  the  Ciena  vision.  Ciena  CEO  Patrick 
Nettles  trumpets  customer  needs  over  technological 
possibilities.  We  might  be  able  to  give  everybody  a 
lambda,  but  everybody  doesn't  need  a  lambda. 
Channel  capacity  isn't  the  issue — our  ability  to 
manage  the  channels  is. 

What  Nettles  fails  to  grasp  is  that  a  network 
able  to  waste  bandwidth  is  much  easier  to  manage 
than  a  network  that  needs  to  conserve  it.  Integra- 
tors like  Ciena  always  tend  to  be  conservative  and 
customer  bound.  But  Ciena  has  been  more  exclu- 
sively focused  on  optical  networking  than  either  of 
its  two  major  competitors,  Lucent  Technologies 


(NYSE:  LU)  or  even  Nortel.  As  great  an  op 
company  as  Nortel  is,  it  has  huge  legacy  custc 
accounts  that  induce  it  to  install  billions  of  do|l 
worth  of  Sonet  systems.  By  comparison,  all 
younger  company  and  a  WDM  pioneer,  Ciena, r 
been  relatively  less  burdened  with  legacies  thai 
older,  larger  competitors.  No  longer.  A  pilgrim  j| 
neying  toward  Optical  City,  Nortel  has  acqu 
Qtera,  Xros,  and  CoreTek  over  the  past  year  I 
struggles  to  cast  off  its  Sonet  burden. 

Reaching  out  to  catch  the  Sonet  load  is  Cien^ 
it  whisks  past  Nortel  in  the  opposite  direction  o| 
way  to  the  Network  of  Confusion.  Ciena's  oneH 
approach  will  integrate  an  "all-optical"  switch  fa 
(the  technology  has  not  been  announced)  mostly 
its  CoreDirector  to  give  us  "one  intelligent  syste 
including  networking  software  and  managem 
switching  at  granularities  down  to  50  megal 
grooming  and  protecting  along  the  way.  Ci 
believes  it  can  eliminate  the  need  for  single-purj 
switches  with  a  unified  platform  that  traps  its 
tomers  into  an  inflexible  optical-electronic-op( 
(o-e-o)  system  completely  dependent  on  Ciena/Cy 

Could  this  be  Software's  Last  Stand?  Cie 
strategy  reveals  the  futility  of  trying  to  paint  ov 
color-rich  WDM  landscape  with  a  black-and-w, 
time  division  multiplexing  telco  antique.  Aire 
metro  optical  systems  company  ONI  Systems  (I 
daq:  ONIS)  dedicates  60%  of  its  engineers  to  softv* 
Through  2002,  micro-electro-mechanical  syst 
(MEMS)  photonic  switch  maker  Calient  Netw< 
expects  to  hire  most  of  its  engineers  for  softw 
development  and  testing.  And  Krishna  Bala  of  q 
cal  switch  vendor  Tellium  foresees  optical  compai 
becoming  70%  software  and  30%  hardware. 

In  all-optical  networking,  Ciena  envisions  a  n| 
sive  connectivity  and  quality  of  service  nightmi 
an  ever  more  entangled  patch-panel  of  lambda 
cuits  connecting  increasingly  numerous  and  c< 
plex  optical  components,  subnetworks,  and  Intel 
devices,  each  requiring  a  unique  address.  Will 
"unified  system,"  Ciena  vainly  attempts  to  so 
these  "problems,"  which  will  go  away  in  a  true  j 
sive  optical  system  faster  than  they  can  solve  tfy 
All  the  while,  they  blind  themselves  to  the  coni( 
tivity  that  millions  of  lambdas  ably  afford.  As  cl 
scientist  Bill  Joy  of  Sun  Microsystems  (Nasdl 
SUNW)  recently  affirmed  to  us,  the  great  benefit 
all-optical  hardware  is  that  it  "tunnels  through 
complexity  barriers"  of  o-e-o  systems  and  th 
bloated  software. 

Although  Ciena  is  a  company  we  have  1c 
admired,  these  days  we  feel  a  chill  wind  for 
future  in  the  Telecosm. 


George  Gilder  is  a  contributing  editor  at  Fori 
ASAP  and  editor  of  the  monthly  Gilder  Technolc 
Report,  for  which  Charles  Burger  is  an  anali 
For  a  newsletter  subscription,  call  (800)  292-431 
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Or  come  here  and  get  away  from  it 


H7"elcome  toTrinchera,  the  Forbes  ranch  in  southern 
■  Colorado.  With  2  50  square  miles  of  mountains  and 
mws  to  inspire  you  to  recreate.  Or  relax  you  to  create. 
Mway  your  privacy  is  assured... as  is  your  satisfaction. 

|ii  provide  an  inspiring  experience  for  groups  up  to 
lar  executive  chef  prepares  gourmet  meals.  Our 
■nil  guide  you  in  seasonal  hunting,  fishing,  horseback 
II  skeet  shooting,  game  spotting,  mountain  biking 


and  hiking.  We  trust  you  will  be  able  to  find  and  enjoy  the 
three  14,000'  mountains  on  your  own. 

You  can  go  other  places  if  you  want  to  settle  for  less.  Or 
you  can  come  to  Trinchera.  Where  an  entire  world  is 
waiting  for  you. 

For  reservations  or  further  information  please  call 
719.379.3263 
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Never  settle 


H^O  RE  S^/n1  Owen  Edwards  ^ 

186:  Back  to  Boot  Cami 


ALL  RIGHT,  PEOPLE,  listen 
up.  The  world,  as  we  came 
to  know  and  love  it,  is  over. 
It's  history.  So  wipe  those  smiles 
off  your  faces.  No  more  endlessly 
rising  tech  stocks,  record-breaking 
IPOs,  and  multimillion-dollar 
dot-com  startups.  Fun  while  it 
lasted,  good  time  had  by  all, 
blah  blah  blah,  but  optimism 
and  the  options  that  fueled  it 
are  in  the  tank.  Soft  landing? 
Not  in  the  Silicon  Valleys, 
Alleys,  and  Sand  Bars  of 
tech's  former  fat  cities.  Hard 
times?  Virtually  certain,  and 
certainly  not  virtual. 

So,  with  the  Nasdaq  nasty  and  all  the  glorifying 
gurus  running  for  cover,  who  you  gonna  call?  Not  a 
bunch  of  pasty-faced,  pizza-eating,  Foosball-play- 
ing,  Dockers-wearing  dorks  who  haven't  put  on  a 
necktie  since  the  junior  prom  or  done  a  push-up 
since  gym  was  mandatory.  And  not  some  CEO  who 
still  remembers  puberty  as  if  it  were  yesterday 
because  it  was  yesterday.  Now  that  the  chips  are 
down,  way  down,  we  are  not  about  to  bet  on  yes- 
terday's whiz  kids.  We're  going  to  place  a  Mayday 
call  to  the  marines,  the  command-and-control 
types,  the  fire  jumpers  who  parachute  in  and  clear 
out  people  who  don't  jump  when  they're  told.  In 
other  words,  we'll  say  an  unceremonious  bye-bye 
to  the  workplace  as  college  dorm  and  to  the  culture 
of  horizontal  organization  charts  and  group  grope, 
I-share-your-pain  leadership  by  committee.  Stand 
by  for  a  lot  of  stuff  that  just  nine  months  ago  was 
blithely  discredited:  hierarchies,  bastard  bosses,  and 
a  sobering  dose  of  Godzilla  management. 

Don't  be  mad  at  me  for  the  return  of  old-time, 
top-down  power  to  the  warm  and  fuzzy  workplaces 
of  the  New  Economy;  I'm  just  the  messenger.  Per- 
sonally, I  liked  the  idea  that  fear  was  no  longer  fair 
and  that  nobody  had  to  do  the  hard  work  of  being  a 
hard-ass.  I've  put  in  too  much  time  at  organizations 
where  rank  counted  for  more  than  talent,  where 
people  were  so  busy  looking  over  their  shoulders 
they  couldn't  look  ahead.  But  I've  also  seen  the  suc- 
cess of  groups  where  good  leaders  took  on  the 
heavy  responsibilities  of  leadership,  including  the 
need  to  demand  excellence,  lay  down  the  rules,  be 


arbitrary  when  talk  repla< 
action,  and,  after  respecting 
opinions  of  subordinates,  tc 
decisive.  In  the  wrong  hati 
(and  there  are  plenry  of  thoi 
the  results  of  this  managem) 
style  can  be  disastrous;  wg 
all  experienced  the  pratfa1 
of  Old  Boy  Networks  (ai 
may  I  now  sensitively  a* 
Old  Girl  Networks).  But  idiij 
also  descended  upon  the  cud 
dot-communards  and  their  Yoij 
Thing  Internetworks.  The  difi 
ence  is  that  it's  a  lot  harder 
troubled  New  Age  company 
know  who's  at  fault  for  screwing  up. 

Some  companies  never  shifted  to  the  manage^ 
merriment  paradigm,  of  course;  I  spent  a  few  a 
at  Ford  headquarters  in  Dearborn,  Michigan,  1 
summer,  and  the  top  tier  of  management  still  resi< 
on  the  top  tier.  But  anyone  who  thought  some  fi 
damental  change  was  going  to  work  its  way  fn 
the  e-world  to  the  real  world  had  better  think  aga 
It  will  be  a  cold  day  on  Wall  Street  before  we  ag 
see  on  the  cover  of  a  business  magazine  some  ba| 
fat  youngster  sans  shoes  and  chic.  Up  where 
money  questions  are  asked  and  answered,  acj 
supervision  is  now  demanded,  and  people  in  cha 
are  expected  to  look  the  part  again.  I'm  pretty  s 
that  all  those  $500-per-hour  corporate  lawyers  v( 
went  from  pinstripes  to  pullovers  in  an  awful  sh 
of  haute  hipness  are  quietly  buttoning  their  a 
appropriate  suits  as  we  speak. 

Will  the  world  be  a  better  place  now  that,  oi 
again,  employees  have  to  catch  colds  whenever 
boss  sneezes?  Probably  not.  But  it  may  come  a 
relief  to  be  rid  of  the  hypocrisy  that  business  orgj 
zations  can.  function  well  as  pure  democracies.  ' 
trouble  with  the  bottom-up  (or  outside-in)  Ij 
Economy  management  style  is  that  it  tends  to  ra 
leadership  seem  irrelevant.  This  can  result  in 
kind  of  muddling-through  mentality  that  cau 
companies  to  unravel  with  dramatic  suddenr 
when  things  get  tough.  I'm  not  hoping  for  a  | 
back  to  the  days  of  dumb  dictators  in  the  execui 
suite,  just  a  return  to  comprehensible  managemt 
when  there's  an  answer  to  the  crucial  questii 
'  Who's  in  charge  here?" 
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It  will  take  on  hundreds  of  tasks  for  thousands  of  employees,  all  at  a  moment's  notice.  The  moment,  that  is,  you  decide  nc( 
another  benefit  package,  purchase  requisition,  travel  expense  or  time  sheet  gets  done  the  slower,  more  costly  way.  0( 
paper.  Offline.  By  streamlining  employee  processes  and  activities  online,  you  leverage  the  Internet  to  maximum  efficiency 
As  a  result,  you  free  employees  from  the  administrative  shackles  that  prevent  them  from  focusing  on  their  core  concern 
Immediately,  you'll  see  your  employees  become  more  productive.  Your  costs,  contained.  Your  management,  elated.  W| 


ught  to  know,  because  when  we  set  up  Cisco  Systems  as  a  model  of  what's  possible  on 
ie  Internet,  we  saved  $86  million  dollars  annually.  This  proves  that  while  your  Internet  support 
taff  may  be  virtual,  the  results  are  visible  right  down  to  the  bottom  line.  Whether  you 
lanage  your  own  network  or  use  a  service  provider  with  a  Cisco  Powered  Network  (GCisCO 
t  us  show  you  how  to  put  the  Internet  to  work  for  you.  Visit  cisco.com/go/workforce 


Cisco  Systems 


Empowering  the 
Internet  Generation" 
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Covered  by  Allianz  Group 


Wherever  you  are,  whenever  you 
need  us,  the  Allianz  Group  is 
always  there  for  you. 

At  our  internationally  respected  Allianz  Center  of 
Technology,  we  have  been  setting  safety  standards  in  the 
high  technology  arena  for  decades.  And  at  all  times, 
enhancing  personal  safety  has  been  high  on  our  list  of 
priorities.  Now  Allianz  has  entered  into  a  Formula  1 
partnership  with  the  renowned  BMW  WilliamsFl  Team. 
Because  no  other  sport  draws  so  highly  on  high-tech 
expertise;  and  no  other  boasts  more  innovation  in  the 
area  of  risk  reduction.  Our  involvement  is  geared  to 
steering  such  safety  innovations  from  the  racetrack  to 
the  roads  you  use.  Because  that's  where  they  belong. 

Allianz.  The  Power  Beside  You. 


Allianz  (fij) 


Allianz  Group.  Europe's  leading  global  insurer 
and  provider  of  financial  services. 
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There  are  places  in  this  world  where  you  are  not  a  CEO 
a  mogul,  a  player,  or  even  a  hotshot.  Places  where  all 
you  are  is  a  human  being.  The  question  you  must 
now  ask  yourself  is,  "How  can  I  get  there?"  With 


Range  Rover's  permanent  four-wheel  drive,  electronic 
air  suspension  and  unique  off-road  navigation  system,  the 
answer  may  be,  "Quite  easily."  Visit  a  Land  Rover 
Centre  and  see  what  a  Range  Rover  is  made  of. 


RANGE  ROVER 


five  responsibly  oft-road.  VgJVide  dnvsti/by  professional  driver.  Consult  owner's*  manual  before  entering  water.  ©2001  Land- Rover  North  America.  Inc., 
Iways  use  ycur  seat  belts.  SRS'airbags  alone  do  nol'pr'ovide  suflicient  protection. 


In  1969,  we  worked  on  a 
SECRET  GOVERNMENT  PROJECT 
that  became  the  Internet. 


OHHH,  SO  THAT'S  WHY  NOBODY  KNOWS  WHO  WE  ARE! 


Back  in  the  '60s  a  small  band  of 
computer  whizzes  was  hired  by  the 
Department  of  Defense  to  work  on 
the  ARPAnet.  Or  what  is  commonly 
known  as  the  forerunner  to  the 
Internet.  These  visionaries 
came  from  the  legendary 
research  and  development 
company,  BBN. 

Government  work 
being  what  it  is,  there  wasn't 
a  lot  of  publicity  about  this. 

Their  work  did,  how- 
ever, yield  many  firsts.  The 
first  router.  The  first  e-mail 
message.  The  first  network  packet 
encryption  technology  and  more. 

Years  later  GTE  acquired 
BBN  and  invested  billions  to 
expand  their  existing  infrastructure 
into  a  1  7,500-mile,  Tier  1 ,  fiber- 
optic global  network. 

Spun  off  from  GTE  last  year, 
this  powerhouse  of  Internet  services 


Black  Rocket™ 
is  Genuity's 
eBusiness 
Network  Platform 


is  known  today  as  Genuity.™  With 
Data  Centers  strategically  located 
around  the  world  and  Network 
Operations  Centers  continually 
monitoring  security  and  bandwidth 
for  serious  eBusinesses 
everywhere. 

Innovation  is  in  our 
blood.  And  now  we've 
combined  our  expertise 
in  Web  Hosting,  Internet 
Access,  Transport  and 
Security  into  an  integrat- 
ed eBusiness  Network 
Platform  called  Black 
Rocket.™  Our  "Rocket  Engineers"  can 
ensure  your  project  runs  smoothly 
from  the  start,  allowing  you  to 
reduce  the  cost  and  complexity  of 
building  and  deploying  eBusiness. 

To  put  our  30  years  of  experi- 
ence to  work  on  your  eBusiness, 
visit  www.genuity.com/blackrocket 
or  call  1-800-GENUITY. 
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In  1969,  BBN 
was  hired  by  the 
U.S.  government  to 
develop  the  ARPAnet, 
the  forerunner 
of  the  Internet. 


GTE 


In  1 997,  BBN  was 
acquired  by  GTE,  the 
company  that  created 
our  high-speed, 
17,500-mile,  Tier  1, 
fiber-optic  network. 

GENU  TY 

In  2000,  GTE 
Internetworking  became 
an  independent 
company,  renaming 
itself  Genuity.  Today, 
Genuity  offers  a  vast 
array  of  managed 
Internet  services, 
including  Black  Rocket." 
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America's  Top  Businesswomen 


Forbes.com's  first  annual  survey  of 
women  in  the  executive  suite  came  to  one, 
unsurprising,  conclusion — the  top  eche- 
lon of  corporate  America  is  still  domi- 
nated by  men.  Of  the  500  executives  filling 
the  top  five  executive  positions  of  compa- 
nies on  our  Super  100  list  (see  p.  230), 
only  24,  or  about  5%,  are  women,  and 
only  one,  Hewlett-Packard's  Carleton 
Fiorina,  holds  chief  executive  officer  rank. 

But  with  the  supply  of  well-educated, 
seasoned  female  execs  on  the  rise,  there 
can  be  no  doubt  that,  finally,  the  times 
they  are  a  changin'. 

"I  never  felt  there  was  a  glass  ceiling," 
says  Judy  Lewent,  chief  financial  officer  of 
Whitehouse  Station,  NJ.-based  pharma- 
ceutical giant  Merck.  "It  was  a  function  of  having  women  who  were  tall 
enough  to  break  through  it.  The  problem  was  one  of  supply." 

For  the  complete  list  of  corporate  America's  most  powerful  women  go  to 
www.forbes.com/superwomen.  — Matthew  Herper 


HP's  CEO  Carleton  Fiorina. 


Best  Ballplayer  for  the  Buck 

Who  is  the  best  value  in  baseball?  Not  Mark 
McGwire  or  Sammy  Sosa.  Sure,  these  sluggers 
have  great  stats,  but  they  also  command  huge 
salaries:  Sosa  pulled  down  $11  million  last 
season;  Big  Mac  topped  $9  million. 

To  find  out  which  players  are  earning  their 
keep,  Forbes.com  developed  a  proprietary 
formula  comparing  performance  to  salaries. 
Among  the  game's  economic  elite— players 
who  earned  over  $6  million — Toronto  Blue 
Jays'  first  baseman  Carlos  Delgado  delivered 
the  most  relative  to  his  compensation.  See  how 
more  than  180  of  your  favorite  players  stack  up: 
www.forbes.com/bball.  — Dan  Ackman 


New@Forbes.com 

FORBES  500s  Our  annual  rankinJ 
of  America's  biggest  corpora-^ 
tions — by  sales,  profits,  assets 
and  market  value — is  draman 
cally  different  from  a  year  agq 
as  78  fewer  companies  made 
this  year's  cut.  Visit  our  inters 
tive  version  to  screen  the  500s 
universe,  get  detailed  stock  mJ 
ket  information,  as  well  as  list) 
of  Forbes  500s  bargain  stocks) 
www.forbes.com/ 500s 


Departments 

GLOBAL;  Security  Play  New  Yoj 

and-London-based  SenTecn 
bullish  about  its  Web  exchai 
for  commercial  building  s« 
rity  equipment  and  servffl] 
www.forbes.com/ sen  tech 
LIFESTYLE:  The  Cars  That  Never  Wl 
Since  the  1950s  dozens  of  "d 
cept  cars"  have  been  wheeled  \ 
at  auto  shows  but  never  p 
duced.  Most  were  destroyed.  1 
some,  like  this  1956  Buick  Q 


Toronto's  Carlos  Delgado: 
Made  $6.6  million  last  season, 
and  was  more  than  worth  it. 


turion,  have  been  preserved  R| 
fascinating  look  at  what  DetJ 
uses — and  what  it  throws  awa) 
see  www.forbes.com/conceptc 
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Before  selling  your  company, 
find  out  if  it  has  some  undiscovered  value. 

There's  nothing  worse  than  finding  out  that  your  company  is  worth  a  mint  after 
you've  sold  it.  The  fact  is  our  sell-side  due  diligence  and  advisory  services  can  help 
you  identify  structuring  and  value  creation  opportunities  that  can  greatly  increase  the 
worth  of  a  divestiture.  In  addition,  our  information  gathering  and  advisory  services 
^    better  prepare  your  management  team  and  investment  bankers  for  the  buyer's 
®.    due  diligence.  So  let  us  do  some  investigating  for  you.  Who  knows,  you  may 
5    end  up  with  a  deal  greater  than  anything  you  could  have  possibly  wished  for. 


From  thought  to  finish: 


-jst  &  Young  up 


INDEX  Companies  and  Names 


Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  or  name  appears.  Individuals'  names  are  in  bold  type. 
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AROUND  THE  GOLF  COURSE, 
THERE  ARE  VERY  FEW  THINGS  AS 
STYLISH  OR  DEPENDABLE  AS 
PHIL  MICKELSON. 


EXCEPT  MAYBE  HIS  TIMEPIECE. 


his  magical  short  game,  Phil  Mickelson  has  a  stunning  response  to  some  of  golf's  trickier 
r.anges.    Even  when  his  round  is  over,  Mickelson  has  something  marvelous  up  his  sleeve. 


LMD  EXl  Continued 
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LiveS  and  Money  Robert  Langreth  inaugurates 
Health  section  in  this  issue  with  a  story  about  funding  for 
search  into  Lou  Gehrig's  disease.  Three  sisters  are  in  a  c 
perate  race  to  find  experimental  treatments  for  this  paral 
before  one  of  them  succumbs  to  it.  It  helps  their  fundraij 
efforts  that  they  are  well-connected — and  that  the  disease 
a  celebrity's  name  attached  to  it. 

You  pray  that  they  succeed  (against  considerable  od 
but  you  also  have  to  wonder  about  the  ethical  dimension] 
cutting-edge  medicine.  Is  it  fair  that  people  who  are  be 
connected  or  better  educated  have  the  best  shot  at  lifesavj 
medicine?  Should  the  rich  get  better  medicine  than  the  prj 
How  about  people  who  are  better  at  lobbying? 

There  seems  to  be  an  awful  lot  of  unfairness,  or  at  lj 
arbitrariness,  in  how  we  allocate  scarce  resources  to  saJ 
lives.  Two  years  ago  a  study  in  the  New  England  Journa 
Medicine  noted  that,  considering  the  amount  of  death  l 
disability  at  stake,  federal  research  money  going  into  fi 
was  way  out  of  proportion  to  the  amount  going  into  oj 
ailments,  like  depression.  It's  not  hard  to  imagine  why:  B 
pie  who  are  HIV-positive  are  better  at  working  political  lei 
than  depressed  people. 

You  can  find  other  injustices  if  I 
look  for  them.  Drug  companies  wq 
sooner  throw  their  money  at  a  ml 
ailment  where  they  can  get  a  pal 
than  at  a  grave  illness  where  they  a 
Wealthy  donors  put  their  money  i 
causes  that  interest  them  rather  tj 
those  that  would  save  the  most  lives 
every  dollar  spent.  It  was  on  that  lj 
that  Ronald  Perelman  was  criticizec 
funding  dermatology  research  at  I 
Lou  Gehrig  York  University. 

For  a  society  that  tolerates  all  kinds  of  economic  disp 
ties,  we  want  to  be  very  egalitarian  when  it  comes  to  life 
death.  No  billionaire  is  going  to  outbid  you  for  a  donor . 
ney.  And  yet  life  is  unfair.  An  intriguing  article  FORBES  p 
lished  a  few  years  ago  explained  that  higher-class  people 
longer  than  those  of  lower  social  class,  even  when  they  1 
access  to  the  same  health  care,  and  even  after  allowing  for 
ferences  in  smoking  and  other  lifestyle  choices. 

I  hope  that  Langreth's  article  inspires  you  to  donat 
the  Lou  Gehrig's  research  fund,  even  if  this  is  not  a  thee 
ically  optimum  use  of  your  charity  dollars.  The  good  tl 
about  medical  research  is  that  it  has  powerful  trickle-di 
benefits,  even  if  it  starts  out  unfairly.  Langreth's  story  i 
page  368;  the  digital  version  of  this  column 
forbes.com/sidelines)  contains  links  to  the  other  arti 
mentioned  here  and  to  Project  ALS. 

W  EDIT 
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READERS  SAY 


Backing  Our  Tax  Plan 

"Are  you  a  chump?"  (Mar.  5,  p.  122) 
trumpets  the  headline  oVer  FORBES' 
tax  cheating  expose.  This  highlights 
an  important  issue:  The  tax  system 
will  not  function  if  responsible  citi- 
zens conclude  that  they  are  chumps 
for  following  the  rules. 

As  a  practicing  tax  lawyer,  I  know 
that  most  Americans  comply  with  the 
law.  As  the  Chair  of  the  Section  of 
Taxation  of  the  American  Bar  Associ- 
ation— whose  mission  is  to  act  as 
counsel  to  the  tax  system — I  know 
that  the  Section  is  working  with  tax 
policymakers  in  Washington  to  de- 
velop rules  that  check  abusive  tax 
shelters  while  staying  out  of  the  way 
of  legitimate  business  conduct. 

Fuller  disclosure  of  potential  shel- 
ters, as  the  Treasury  Department  has 
proposed,  should  slow  the  marketing 
and  consumption  of  these  products. 
Tougher  IRS  practice  standards  for  tax 
professionals  who  provide  tax  shelter 
opinions  also  will  help.  Adequate  and 
stable  funding  is  essential  for  the  IRS 
to  perform  its  functions.  And  simpli- 
fying a  tax  code  whose  mind-boggling 
complexity  created  the  nooks  and 
crannies  in  which  abusive  shelters 
flourish  may  be  the  most  important 
response  of  all. 

Whatever  the  solution,  this  much  is 
clear:  voluntary  compliance  depends 
on  taxpayers'  confidence  that — as  un- 
pleasant as  paying  taxes  may  be — they 
are  being  treated  fairly.  I  commend 
FORBES  for  highlighting  this  sometimes 
overlooked  point  in  its  article. 

RICHARD  M.  LIPTON 
Chair,  Section  of  Taxation 
American  Bar  Association 
Chicago,  III.  ■ 

Starbucks  Is  Stellar  to  Some 

My  bet  is  that  you  aren't  a  regular  Star- 
bucks customer  ("Latte  Grande,  Extra 
Froth,"  Mar.  19,  p.  58).  I  am.  I'm  an 
avid  coffee  drinker  and  appreciate  what 
regular  McDonald's  customers  (which 
I  am  not)  expect:  consistency.  Seems  to 
me  that  a  good  latte  is  harder  to  make 


The  Mice  Problem 

"Of  Mice  and  Mischief  (Apr.  1 
p.  56)  attempts  to  promulgat 
the  unfounded  hysteria  gener 
ated  around  the  agreement  be 
tween  the  USDA  and  my  founda 
tion  to  extend  legal  protection  t| 
rats,  mice  and  birds  under  th| 
Animal  Welfare  Act. 

For  the  majority  of  certifiei 
research  facilities  the  exclusion  d 
rats,  mice  and  birds  [in  research 
is  already  a  reality.  Contrary  t 
FORBES'  "red  tape"  mytholog 
these  institutions  will  not  see  sigi 
nificant  changes  as  a  result  of  th 
settlement.  For  the  other  facil 
ties  legal  protection  for  thes 
species  will  only  impact  tho< 
with  substandard  animal  care. 

If  your  readers  are  genuine) 
concerned  about  finding  rel 
able  cures  for  human  disease 
then  they  should  back  agencit 
that  support  protection  for  a 
species  at  all  research  facilities  ! 

JOHN  MCARDlI 
Direchl 

Alternatives  Research  I 
Development  FoundaticX 
Eden  Prairie,  Min\ 


than  a  good  hamburger.  Starbuckl 
this  down  better  than  the  competil 
I'm  also  a  shareholder,  which  assi| 
my  frustration  over  the  long  lines 
quently  encounter  at  its  stores, 
outlets  as  small  as  kiosks,  I,  too,  wc 
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We  believe  a  $225  billion 

industry  deserves  a  name. 


1  \ 

IMAGING 

It's  a  simple  fact  that  pictures  are  the  soul  of 
communication  in  the  information  economy.  Without 
pictures,  the  Internet  would  have  remained  an 
academic  curiosity.  There  would  be  no  e-commerce, 
no  telemedicine,  no  satellite  mapping. 

Infoimaging  represents  the  convergence  of 
traditional  information  and  imaging  technologies, 
rapidly  increasing  bandwidth,  and  imaging 
innovations.  You  know  most  of  the  players 
already  -  IBM,  HP,  Microsoft,  Kodak,  Sony,  Canon, 
Epson.  Together,  these  companies  have  created  a 
category  we  call  infoimaging.  It  already  represents 
$225  billion  in  annual  revenues,  with  no  end  of 
growth  in  sight.  Kodak's  annual  sales  will  come 
from  three  key  growth  areas: 


1)  Devices  -  digital  cameras,  high-speed  scanners, 
and  core  product  innovations,  like  the  world's  first 
16-megapixel  CCD,  and  OLED  display  technology  that's 
brighter,  lighter,  and  uses  less  power  than  LCDs. 

2)  Services  and  Media  -  online  image  services, 
workflow  management,  papers,  pigments,  films, 
and  document  preservation  and  archiving. 

3)  Infrastructure  -  image  networks,  storage,  imaging 
software,  wireless  imaging  protocols. 

To  date,  Kodak  is  one  the  few  companies  investing 
in  all  three  key  areas  of  the  infoimaging  ecosystem. 
In  the  last  year  alone,  we've  secured  876  patents  on 
technologies  and  processes  relevant  to  its  future. 
According  to  Future  Image  analysts  writing  in  the 
February  13  issue  of  Red  Herring,  visual 
communication  is  the  next  megatrend. 

To  see  how  infoimaging  can  benefit  your  business, 
and  how  you  can  maximize  the  image  assets  you 
already  have,  visit  www.kodak.com 


ton.  good  night  stars. 
t  hummingbirds. 
night  work. 


Red-flowering  t 


across  patio  walls.  Ginkgo  leaves  rustle  in  the  breeze. 


Night-blooming  jasmine  wafts  through  French  doors.  Sweet  dreams.  For  reservations,  call  your 
travel  agent  or  1-800-648-4097.  Or  visit  www.hotelbelair.com.  I  cIhtF]eadin£Hotelsofth<?Worid 
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DIRECT  FLIGHTS  NOW 


www,  flex  jet,  com 


AVAILABLE  TO  THE  MIDDLE 
OF  NOWHERE 


With  access  to  over  5,000  airports  and 
schedules  designed  around  your  specific 
business  needs,  fractional  owners  of 
Learjet®  and  Challenger®  business  jets 
can  operate  from  virtually  anywhere.  We 
offer  the  most  complete  range  of  latest 
technology  aircraft  available  today.  So 
while  there  may  be  other  options  to 
FLexjet,  there  can  only  be  one  choice. 
Flexjet.  For  more  information  on  the 
many  affordable  benefits  of  fractional 
ownership  and  our  unprecedented  level 
of  personal  service  and  attention  t 
detail,  call  1-800-FLEXJET. 


FLEXJET 


we  build  the  aircraft 
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READERS  SAY 


how  long  it  will  take  before  Starbu 
runs  out  of  good  spots.  My  guess  is  t 
it  will  be  longer  than  FORBES  thinks. 

STEPHEN  H.  SMI 
Chief  Executive  Officer,  Fortune  Gn 
Seattle,  Vfi 

Crew  Cut 

The  Arsenal  ship  ("Fact  and  Commei 
Apr.  2,  p.  39)  is  an  interesting  cona 
but  one  of  its  much-touted  strengthi 
reduced  crew  size — also  is  a  great  we 
ness.  Short-handedness  increases  i 
probability  that  a  minor  incident  can| 
calate  into  a  major  one,  or  that  a  diffid 
problem  can  turn  into  a  disaster.  La| 
crews  on  naval  vessels  contribute  ml 
to  safety  than  Pentagon  planners  real 
THOMAS  F.  NORT 
Captain,  U.S.  Naval  Reserves  (la 
Easton,  ft 

Rotten  Returns,  Really? 

I  was  surprised  to  see  such  a  poor  art 
about  viatical  and  senior  life  settleme 
("Death  Wish,"  Mar.  19,  p.  206).  It 
fairly  characterizes  these  legitimate  ; 
often  lucrative  investments  as  seal 
FORBES  calls  them  "rotten  investmen 
Had  you  contacted  Life  Partners! 
would  have  been  happy  to  report  t) 
our  investors  have  been  paid  clos« 
$100  million  at  an  average  annual  retl 
of  over  16% — hardly  "rotten"  return 
JOHN  MCLEMcl 
Director,  Corporate  Communicatil 
Life  PartA 
Waco,  II 


One  Year  Short 

In  "Overcooked"  (Mar.  19,  p.  176)h 
should  have  said  the  ratings  for  the  ti 
vision  show  Martha  Stewart  Living] 
dropped  to  a  1.5  from  a  2.4  over  tH 
years,  not  two  years,  as  we  reported. 

Product  Endorsement 

In  "Too  Hot  to  Handle"  (Apr:, 
p.  126)  we  didn't  mean  to  imply  t 
Isonics  had  yet  to  produce  a  silicon  a 
ing  product.  The  company  currently 
one  being  evaluated  by  chipmakers. 


Send  e-mail  to  readers@forbes.c 
Letters  will  be  edited.  Please  inc 
address  and  phone  number. 


Flexjet  is  a  Bombardier  Aerospace  program. 


Are  You 
Getting 

The  ftOf 
»u  Expect 

From 
four  Golf 
Game? 

You  wouldn't  invest  in  a  business 
without  understanding  its 
fundamentals.  The  same  applies  to 
golf.  You  can  invest  a  great  deal 
in  the  sport,  but  without  mastering 
the  fundamentals,  you  won't  get 
the  return  you  expect.  The  pros 
know  it.  When  they  practice,  they 
don't  work  on  secret  techniques 
known  only  to  championship 
players.  They  work  on  the 
fundamentals,  starting  with  the 
golf  swing  -  and  many  of  them 
are  perfecting  and  maintaining 
their  swings  with  Kallassy's 
Swing  Magic™,  America's  leading 
golf  swing  trainer.  Only  Kallassy's 
Swing  Magic  features  the 
scientifically  designed  split-handle 
grip,  which  guides  your  body 
through  all  the  positions  of  a 
proper  swing,  blending  them  into 
e,  dynamic  motion  that  imprints  a 
\nentally  sound  swing  reflex.  It's  the 
' ,  fastest  way  to  develop  and  maintain  an 
lie,  powerful  and  reliable  golf  swing. 
J  eds  of  thousands  of  golfers  -  beginners  to 
;hampionship  winners  -  are  proving  it 
lay.  Kallassy's  Swing  Magic  is  the  most 
ing  investment  you  can  make  in  your  game. 
■39.95  (plus  shipping  and  handling). 

0  ORDER,  CALL 
100-531-2288 

1  Day  Money-Back  Guarantee  (less  s&h) 

rww.swingmagic.com 


•a 

» 


"I  was  able  to  optimize  my  timing  and  move  my  maximum  club 
head  speed  to  impact.  I  immediately  felt  more  power  in  my  swing. 
I  use  it  —  what  more  can  I  say?"  Viktor  Johansson,  2000  RE/MAX® 
World  Long  Drive  Champion 

"It's  helping  me  in  my  game  and  more  important,  it's  helping 
my  students.  I've  never  endorsed  a  teaching  tool  before.  I  want 
you  to  know,  this  one  is  really  great."  Sandra  Palmer,  LPGA, 
US  Women's  Open  Winner 

"This  is  one  of  the  best  teaching  devices  I've  seen  in  a  long  time. 
It's  taught  me  things  that  in  20  years  of  teaching  I  didn't  realize 
about  the  golf  swing."  Brad  Brewer,  PGA,  Co-founder  of 
Arnold  Palmer  Golf  Academies 

"You  will  be  ingraining  the  proper  swing  feel  in  a  very  short  period 
of  time."  Rudy  Duran,  PGA,  Tiger  Woods'  childhood  instructor 

"Kallassy's  Swing  Magic  allows  you  to  feel  the  swinging  sensation  of 
an  ideal  golf  swing.  It  works'."  John  Elliott  Jr.,  Golf  Magazine 
Top  100  Instructor 
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Historic  Site:  First  PC  Crash 

►  Billionaire  Paul  G.  Allen  has  quietly  bought  most  of  a  seedy 
city  block  in  Albuquerque,  N.M.,  where,  sellers  say,  he  plans 
to  open  a  computer  museum.  Albuquerque  was  where  Allen 
and  Bill  Gates  co founded  what  is  now  Microsoft  in  1975.  Allen's 
purchase  includes  the  very  26,000-square-foot  building  in 
which  the  Altair,  forerunner  of  today's  personal  computer, 
was  created — and  where  Allen  and  Gates  first  officed  to  per- 
fect its  software.  Microsoft,  Gates  and  Allen  left  for  the  Seat- 
tle area  in  1978.  No  comment  from  Allen,  48,  who  created  an 
aptly  named  unit — Genesis  Properties — to  take  title.  — W.P.B. 

The  Eagles  Have  Risen 

►  Standing  tall  amid  the  stock  market  collapse:  the 
Schottenstein  family  of  Columbus,  Ohio,  which  controls  retail 

Figures  to  Really  Stare  At 


chains  American  Eagle  Outfitters  and  Value 
Department  Stores  as  well  as  real  estate  coma 
M/l  Schottenstein  Homes  Inc.  In  1995  the  clan 
off  The  Forbes  400  list  when  its  $400  mil] 
fortune  dropped  by  50%  in  one  year  bees 
of  narrowing  margins  and  losses  on  asset  s 
at  its  operations.  To  rebuild  Eagle,  the  sed 
generation's  Jay  Schottenstein  targeted  prei 
customers  through  sharper  marketing 
worked.  Over  five  years  Eagle  stock  has  r) 
smartly  from  85  cents  to  a  recent  $32. 
multi-branch  family's  combined  fortune  j 
is  upwards  of  $900  million.    — Tomas  Kq 

Eat  Your  Own  Dog  Food 

►  Plaintiff  lawyers  settling  a  lawsuit  aga, 
Renaissance  Cruises  for  overcharging  passenj 
are  fuming.  Citing  "fuzzy  math"  in  "a  classic 
ample  of  the  class  action  suit  gone  awry,"  State  Judge  M 
Lance  Andrews  in  Fort  Lauderdale,  Fla.  cut  their  fee  requesji 
the  $3  million  settlement  by  80%.  Then  he  ordered  25%  of 
remaining  $300,000  to  be  paid  in  the  same  $10  to  $60  vol 
ers  for  future  travel  that  the  70,000  class  members  will  gq 
stead  of  cash.  The  lawyers,  led  by  New  York's  Zwerling,  Schai 
&  Zwerling,  are  pondering  an  appeal.  — Ashlea  Eb 

We'll  Call  the  Undertaker  Some  Day 

►A  new  academic  study  of  estate  tax  returns  since  1917 
eludes  that  "some  people  will  themselves  to  survive 
longer"  when  death  tax  rates  are  about  to  be  cut.  How 
University  of  Michigan  economists  Wojciech  Kopczuk 
Joel  Slemrod  admit  they  can't  rule  out  the  possibility  that 
they've  really  uncovered  is  the  "ex  post  doctoring  of  thj 
ported  date  of  death"  to  save  taxes.  — Janet  Mf 


The  country's  leading  art  museums  are  big  business,  and  their  bosses  require 
appropriate  compensation.  Below,  some  of  the  better  paid.  —W.P.B. 
INSTITUTION/LOCATION                                   LEADER                    I  COMPENSATION 

J.  Paul  Getty  Museum/Los  Angeles 

John  Walsh1  $1,403,543 

Metropolitan  Museum  of  Art/New  York 

Philippe  de  Montebello 

1,134,762 

Museum  of  Fine  Arts/Houston 

Peter  C.  Marzio 

547,181 

Whitney  Museum  of  American  Art/New  York 

Maxwell  L  Anderson 

507,790 

National  Gallery  of  Art/Washington 

Earl  A.  Powell  III 

447,718 

Museum  of  Fine  Arts/Boston 

Malcolm  A.  Rogers 

439,022 

Brooklyn  Museum/New  York 

Arnold  Lehman 

435,038 

Art  Institute  of  Chicago/Chicago 

James  N.  Wood 

408,890 

1  Retired  September  2000.  Source:  Latest  IRS  Form  990. 
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FOLLOW -THRQUG  R 


EDITED  BY  SUSAN  AD1 


FEBRUARY  21,  2000 

Veni,  Vidi, 
Ventro 

A  YEAR  AGO  WE  TOUTED  CHEMDEX,  A 
seller  of  medical  and  life  sciences  prod- 
ucts, as  an  early  leader  in  the  B2B  e-com- 
merce  arena.  Now  the  Mountain  View, 
Calif,  venture  looks  like  a  casualty.  In 
February  the  rechristened  Ventro  re- 
ported a  net  loss  of  $452  million  and  no 
revenue  for  the  December  quarter.  Three 
of  its  top  executives,  including  the  chief 
operating  officer,  Robin  Abrams,  said 
they  were  leaving.  What  happened?  Ven- 
tro grew  too  big  too  fast,  and  it  took  eq- 
uity in  customers  instead  of  cash,  a  plan 
that  faltered  with  the  market.  Ventro's 
stock  has  plunged  from  a  high  of  $244  in 
March  2000  to  under  $1,  and  it  faces 
delisting  from  Nasdaq. 

— Elizabeth  Corcoran 

MARCH  5,  2001 

Grin  and  Bear  It 

SIX  WEEKS  AGO  WE  TOLD  INVESTORS  TO 
avoid  shares  in  Orthodontic  Centers  of 
America  until  they  could  decipher  the 
practice-management  firm's  bookkeep- 
ing. The  SEC  had  a  hard  time  with  the 
numbers,  too.  In  March  the  Ponte  Vedra, 
Fla.  firm  announced  it  will  revise  down- 
ward last  year's  reported  $63  million  in 
earnings  by  as  much  as  26%  to  comply 
with  SEC  guidelines.  The  stock  has  sunk 
1 4%  to  a  recent  $  1 9.       —Brett  Nelson 


B2Bust:  Robin  Abrams, 
Ventro's  chief  operating 
officer,  has  walked. 


SEPTEMBER  6,  1999 

Call  Waiting 

LOWER  PRICES  AND  BETTER  MARKETING 
haven't  kept  Globalstar  from  skating 
close  to  the  fate  of  Iridium,  its  bankrupt 
satellite-phone  rival.  The  company, 
which  has  raised  $4.3  billion  from  in- 
vestors, has  few  customers  and  a  stock 


trading  below  $1  a  share.  In  Janu 
Globalstar  defaulted  on  $45  millior 
interest  payments  and  hired  The  Bla 
stone  Group  to  find  a  new  backer.  D< 
expect  Bernard  Schwartz,  whose  h 
Space  &  Communications  owns  389 
Globalstar,  to  rescue  the  project:  h 
stock  has  dropped  83%  since  Global 
launched.  — Quentin  Ha 

NOVEMBER  15,  1999 

A  Premium  Price 

WHEN  AMERICAN  GENERAL  CHAIRM 
Robert  Devlin  told  us  he  was  buy 
his  company's  shares,  we  though 
bank  might  snap  up  the  Houston 
insurance  giant.  Instead,  more  tha 
year  later,  British  life  insurer  Pruden 
Pic.  decided  to  beef  up  its  U.S  opfl 
tions  and  acquire  American  General 
$26.5  billion. 

— Lynn C 


FLASHBACKS 


75  YEARS  AGO  IN  FORBES/APRIL  I,  1926 

The  Ruining  of  the  Bulls  The  boom  and  burst  in  Wall  Street  drive  home  this 

son:  Never  allow  yourself  to  be  carried  away.  Those  who  suffered  ruin  or  heavy  loss  when  the  stock  mi 
collapsed  were  speculators  who  had  been  carried  away  by  the  long,  persistent  advance  in  security  pit 
How  differently  experienced  financiers  acted.  Months  ago  they  became  convinced  that  many  specul 
stocks  were  being  forced  far  above  their  real  worth.  They  disposed  of  their  holdings  and  either  builti 
strong  cash  balance  or  put  the  money  into  high-grade  investment  securities.  Then  when  demoralize 
broke  loose  and  prices  fell  20, 30, 40, 50  points,  they  bought  extensively. 

50  YEARS  AGO  IN  FORBES/MARCH  15,  1951 

Cooking  the  Books  If  you  are  thinking  of  writing  a  bestselling  novel  and  retiring  oi  I 

profits,  you  might  reconsider  your  choice  of  subject.  Last  week,  the  bestseller  in  the  bookstores  was  i 
general's  autobiography  nor  even  a  chambermaid's  confessions.  Unknown  even  to  many  in  the  pub- 
lishing trade,  General  Mills'  Berry  Crocker  Picture  Cook  Book  was  outselling  the  trade's  best  offer- 
ings by  better  than  5-to-l.  Following  the  fabulous  success  of  the  Betty  Crocker  electric  iron,  G. 
Mills'  president,  Leslie  N.  Perrin,  is  doubly  convinced  that  it  doesn't  always  pay  to  stick  strictly  to 
your  milling. 

Berry  Crocker  s  Picture  Cookbook  is  still  in  print.  It  sold  just  short  of  100. 000  copies  last  year. 
30  YEARS  AGO  IN  FORBES/MAY  15,  1971 

Coke  Heads  Running  a  company  like  Coke  might  seem  an  executive's  dream. 
Actually,  it  is  a  very  demanding  job,  because  managing  success  is  in  many  ways  harder  than 
reversing  failure.  Sure,  business  is  good.  But  ecology  presents  a  tough  situation.  The  nonre- 
turnable  bottle  is  both  a  boon  and  a  bane  to  Chairman  J.  Paul  Austin.  Discontinue  it  and  Coke 
risks  alienating  the  consumer.  Continue  with  it  and  Coke  courts  the  ire  of  the  ecologists.  The 
trouble  is  that  the  consumer  and  the  ecologists  are  the  same  people. 
Coke  still  uses  nonreturnable  containers  in  the  U.S.,  but  the  company  estimates  that 
50%  get  recycled. 
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Make  your  taxes  less  taxing. 


Now  it's  easier  to  plan  a  tax 
■  ategy  -  with  Fidelity's  Online 
"x  Center.  As  a  tax-sensitive 
i/estor,  you  get  the  sophisti- 
;  ted  tools  you  want,  such  as 
ISecific  Share  Trading  that  lets 
[  u  decide  which  shares  to 
:  II  and  our  Tax  Lot  Accounting 
lature,  which  automatically 
lacks   your   account  activity. 


Fidelity's  Online  Tax  Center  pro- 
vides the  information  you  need  to 
simplify  and  gain  more  control 
over  your  tax  situation,  all  conve- 
niently in  one  place,  by  providing 
access  to  personal  and  IRS  tax 
forms  and  an  interactive  tax  esti- 
mator tool.  All  to  help  you  manage 
your  taxes  more  effectively  and 
help  you  see  yourself  succeeding. 


Wideliiy.com 


My  Fidelity 

Accounts  &  Trade 

Quotes  &  Research 

I  1 

Products  &  Services 

Customer  Service 

The  Fidelity 
Online  Tax  Center 

Easier  recordkeeping  and  help  with  "tax  smart"  investment  decisions. 

•  Take  control  of  your  capital  gains  and  losses  with  Fidelity's  Tax  Lot 
Aqcounting  and  Specific  Share  Trading 

•  Streamline  recordkeeping  involving  multiple  positions  and  transactions 

•  Free  tax  filing  with  Quicken®  TurboTax®  for  the  WebSM  plus 
automated  importing  of  your  Fidelity  brokerage  tax  information 


Fidelity 


Investments" 


1-800-FIDELITY  Fidelity.com/tax 


iay  vary.  Quicken  TurboTax  for  the  Web  is  a  service  mark  and  Quicken  and  TurboTax  are  registered  trademarks  of  Intuit  Inc.  and  are  used 
nission.  Intuit  Inc.  and  Fidelity  Investments  are  independent  organizations.  Import  1099  data  function  available  to  Fidelity  Brokerage 
s  only.  Fidelity  Brokerage  Services,  Member  NYSE,  SIPC  125406 
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ON  YOUR  MIND 


EDITED  BY  KATARZYNAMQI 


Premature 
Ascension 

Where  do  you  go  when  you're  25  and  you've 
already  started  and  run  a  company? 
Middle  management  is  not  an  option. 

JEREMY  LAPPIN,  23 

IN  1998  COFOUNDED  AND  HELPED  RUN  VERSITY.COM, 
A  WEB  SITE  IN  ANN  ARBOR,  MICH.  THAT  POSTED  FREE 
LECTURE  NOTES  FOR  COLLEGE  STUDENTS. 

What  happened:  Versity  was  bought  and  soon  closed.  He  stayed 
on  at  the  acquiring  company  but  left  a  few  months  later. 
Where  is  he  now?  Disdainful  of  working  for  a  big  company. 
Researching  possible  ventures  while  living  in  the  house  of  an 
investor  in  Southampton,  N.Y.  "I  don't  want  to  be  just  an- 
other 23-year-old  working  for  a  company." 

PETER  MELLEN,  33 

COFOUNDED  HEADLIGHT.COM,  A  CORPORATE  TRAINING 
COMPANY,  IN  1998. 

What  happened:  Stepped  down  almost  two  years  later  as  chief 
executive,  concluding  company  needed  a  seasoned  boss. 
Where  is  he  now?  Eventually  put  in  charge  of  strategy  for 
company,  but  still  had  trouble  dealing  with  the  demotion.  "I 
knew  I  would  still  be  involved,  but  I  was  handing  my  baby 
to  someone  new.  How  would  it  survive  without  me?" 
He's  antsy  to  run  a  company  again. 

JEFFREY  WENGER,  30 

FOUNDED  SPORTSLADDERS.COM  IN  1997  TO  MATCH  AND 

RATE  INTERNATIONAL  TENNIS  PLAYERS. 
What  happened:  After  three  years,  not  enough  advertising  to 
pay  the  bills.  Closed  shop  and  sold  off  assets. 
Where  is  he  now?  Former  programmer  is  chief  technology 
officer  for  another  tech  company.  "Without  the  Internet  I 
never  would  have  been  a  CEO.  Now  I  never  want  to  have  to 
work  for  anybody  again." 

TIMOTHY  LEVY,  30 

IN  1997  HELPED  STARTVARSITYBOOKS.COM, 

AN  ONLINE  TEXTBOOK  SELLER. 
What  happened:  Unhappy  with  the  ballooning  bureaucracy, 
he  quit  two  years  later,  though  not  before  pocketing 
$375,000  from  an  initial  public  offering. 
Where  is  he  now?  Decided  to  return  to  law,  but  found  that 


FOUNDED  AND  HEADED  STREETADVISOR.COM,  A 
WEB  SITE  THAT  POSTED  RESEARCH  FOR  INVESTORS. 

What  happened:  Last  July  he  sold  StreetAdvisor  II 
research  house  IdeaGlobal  for  a  5%  equity  stake. 
Where  is  he  now?  More  humble  than  most,  decided  I 
needed  to  learn  more  about  running  a  businei 
before  starting  another  one.  Took  the  title  of  chi> 
technology  visionary  at  IdeaGlobal.  "I've  got  45  yea: 
of  my  career  left." 


law  firms  balked  at  the  idea  of  a  onetime  company  presi 
doing  drudge  work  as  an  associate.  Got  a  job  working  fo 
attorney  that  VarsityBooks  had  originally  retained.  "A 
people  can  be  classified  as  true  entrepreneurs,  but  most 
pie  join  an  organization  and  work  their  way  up  front 
bottom." 

MASON  MYERS,  30 

IN  1995  STARTED  MAIN  QUAD,  AN  INTERNET  COMPANY  TH 

PROVIDED  NEWS  TO  COLLEGE  STUDENTS. 
What  happened:  Sold  the  company  but  stayed  on  in  op 
tions  and  helped  negotiate  ten  other  acquisitions. 
Where  is  he  now?  Figures  he  got  a  good  education  but  n 
broad  as  he'd  like.  So  in  January  he  matriculated  at 
vard  Business  School.  He  hopes  to  beef  up  his  knowl 
about  other  industries,  companies  and  skills  such  as  fins 
"When  you're  23  the  naivete  of  youth  works  for  yot 
cause  you  don't  know  the  pitfalls." 

— Joanne  Go 
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It  really  adds  up. 

More  airlines.  More  flexibility.  More  recognition.  Nothing  else  comes 
close  to  what  the  Star  Alliance'  network  offers  the  international  business 
traveler.  Where  the  status  you  earn  on  one  member  airline  gives  you  15 
airlines  you  can  count  on  around  the  world,  www.staralliance.com 


STAR  ALLIANCE  Vk> 

The  airline  network  for  Earth! 


dNEW?EAUND 


AUSTRIAN 
AIRLINES  > 


bmi 


T 


Lufthansa 


Tim.  w  m'WWR 
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Despite  her  newly  acquired  resistance 
to  German  measles,  Michelle  displayed 
little  gratitude  toward  the  Pure-Flo® 
Multiport  Divert  Valve. 


resistance 
i  displayed 
Pure-Flo® 
ve. 


Every  day  you're  using  products  switches  for  cell  phones  or  valve; 

from  ITT  Industries  without  noticing  used  in  the  safe  production  of 

them.  And  we  like  it  that  way.  vaccines,  you'll  never  be  aware 

Technology  shouldn't  be  noticeable.  of  our  technology.  Which  is  good 

It  should  be  reliable.  Because  it  isn't  about  technology 

Whether  we're  building  electronic  it's  about  life.  "  ■ 


tronic  it's 


ITT  Industries 

Engineered  for  life 


New  York  Stock  Exchange  symbol:  ITT  www. 


ATER  TECHNOLOGY       PHARMACEUTICAL  VALVES       NIGHT  VISION  TECHNOL 


ACT  AND  C 0 M M E N T 

y  Steve  Forbes,  editor-in-chief 
With  all  thy  getting  get  understanding" 


HOW  DO  WE  ENERGIZE  ALAN? 


BE  PRESIDENT  BUSH  SHOULD  SEND  ALAN  GREENSPAN 
equivalent  of  some  economic  Viagra.  The  central  bank  is 
dng  like  an  out-of-touch,  confused  institution.  Instead  of 
ig  a  laggard,  it  should  become  a  leader  and  aggressively 
o  the  fundamental  mistake  it  made  two  years  ago — tight - 
ig  monetary  policy  under  the  misbegotten  notions  that 
sperity  causes  inflation  and  that  the  Fed  has  a  mandate 
n  heaven  to  guide  the  stock  market.  Last  fall  Greenspan 
>red  the  economic  storm  clouds;  then  in  early  January  he 
porarily  panicked;  then  he  decided  things  were  not  so 
after  all — and  began  dragging  his  heels  again.  Greenspan 
morphed  from  maestro  to  decurtained  Wizard  of  Oz. 
Hie  Fed  should  take  a  cue  from  the  ghastly,  vastly  costly 
)n  of  the  Bank  of  Japan.  The  BOJ  has  announced  it  will 
np  voluminous  liquidity  into  Japan's  credit-parched 
lomy,  regardless  of  interest  rates.  In  milder  form,  the  Fed 
old  do  the  same  here. 

ITie  BOJ  has  ruthlessly  deflated  the  economy  for  a  decade. 

interest  rates  were  cut  from  a  high  of  8%  to  virtually  zero, 
that  was  similar  to  a  gas  station's  being  willing  to  sell  you  fuel 
>  cents  a  gallon  instead  of  $2.50 — but  only  a  gallon  at  a  time, 
once  a  month.  You're  not  going  to  get  very  far,  very  fast. 


Japan  still  has  numerous  structural  problems,  most  glar- 
ingly the  inability  of  the  government  to  set  up  a  Resolution 
Trust  Corp.-like  entity,  as  we  did  during  our  savings  and  loan 
debacle,  to  purge  the  system  of  its  bad  paper.  But  these  flaws 
do  not  excuse  the  BOJ's  unnecessary,  destructively  tight 
monetary  policy. 

The  Fed  may  fall  into  the  BOJ  trap,  gradually  lowering  in- 
terest rates  while  the  economy  still  suffers  dehydration.  Green- 
span should  cease  targeting  interest  rates  and  instead  fill  up  the 
economy's  tank  with  sufficient  fuel.  The  best  gauge  would  be 
the  price  of  gold,  a  largely  accurate  barometer  as  to  whether 
we  have  too  much,  too  little  or  a  sufficient  amount  of  credit. 

Gold  is  our  most  useful  monetary  bellwether.  It's  rare 
enough  to  have  intrinsic  value  but  sufficient  enough  to  be 
traded  in  the  mass,  global  market.  The  amount  produced  each 
year  is  a  fraction  of  the  outstanding  supply.  Thus  it  is  not  sus- 
ceptible to  supply  shocks — drought,  political  upheavals,  crazy 
politicians — that  bedevil  practically  every  other  commodity. 
All  the  Fed  has  to  do  is  look  at  the  price  in  the  paper  each  day, 
print  enough  money  to  get  the  yellow  metal  up  to  $340  or  so 
(the  average  for  the  last  decade)  and  then  gear  monetary  pol- 
icy to  keep  the  "barbarous  relic"  in  that  neighborhood. 


NO  REFUGE  FROM  ENERGY  CRISIS 


RGY  SECRETARY  SPENCE  ABRAHAM  IS  ABSOLUTELY  COR- 
in  pushing  to  fulfill  a  Bush  campaign  promise  to  open  a 
of  the  coastal  plain  in  the  Arctic  National  Wildlife  Refuge 
)il  and  gas  exploration.  Such  development  would  impact 
lall  fraction  of  this  area.  But  it  could  provide  our  country 
i  an  energy  bonanza  we  haven't  experienced  since  the  dis- 
:ry  of  oil  in  Alaska's  Prudhoe  Bay,  33  years  ago. 
3il  drilling  technology  has  made  impressive  leaps  for- 
d  in  recent  years  that  should  considerably  lessen  environ- 


mental concerns.  For  example,  a  single  drilling  site  now  can 
reach  numerous  underground  pools  of  oil.  Previously,  addi- 
tional wells  had  to  be  sunk.  Sophisticated  computer  simula- 
tions are  increasing  discovery  success  rates,  which  means 
fewer  exploratory  wells  have  to  be  drilled. 

The  abrupt  shortage  of  natural  gas  and  California's  elec- 
tricity crisis  underscore  the  fact  that  we  should  not  foolishly 
leave  ourselves  open  to  unnecessary  trouble  by  gratuitously 
blocking  energy  exploration  and  development. 


OIL-STILL  PLENTY  OF  IT 


1  WAY  TO  STIMULATE  OIL  EXPLORATION  AROUND  THE 
Id  is  to  expand  the  American  notion  of  mineral  property 
ts.  The  U.S.  is  unique  in  that  individuals  can  own  the  rights 
linerals  on  their  land.  If  oil  is  discovered,  the  owner  collects 
lties.  Amazingly,  in  other  countries  individuals  and  non-po- 
illy-connected  companies  don't  have  the  right  to  own  and 
oit  minerals  that  lie  beneath  the  surface  of  the  land  diey  pos- 
These  basic  rights  are  the  reason  that  there's  been  more  oil 
oration  in  the  U.S.  than  just  about  anywhere  else  in  the 


world.  Mineral  property  rights  law  evolved  in  this  country  dur- 
ing the  19th  century,  much  of  it  not  formally  codified  until  1872. 

We  should  urge  other  countries,  particularly  Mexico,  to  enact 
a  similar  system  of  mineral  property  rights  law.  If  Mexicans  had 
clear  tide  to  their  land  and  could  be  rewarded  richly  for  finding  oil 
or  gas  on  it,  you  would  see  an  exploration  boom  and  ultimately  a 
massive  increase  in  Mexico's  oil  output.  Much  of  Mexico's  geol- 
ogy is  similar  to  oil-rich  areas  in  die  U.S.  If  such  rights  took  root 
around  the  world,  we  would  have  energy  coming  out  of  our  ears. 
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AIR  TRAVEL 

THANKS  TO  ALASKA  AIRLINES'  PIONEERING  EFFORTS,  BE- 
leaguered  passengers  can  look  forward  to  avoiding  some  of  those 
interminable  lines  at  airports.  Alaska  Airlines  was  the  first  U.S. 
carrier  to  sell  tickets  online  and  to  allow  online  check-in.  And  in 
February  it  became  the  first  U.S.  carrier  to  allow  customers  to  use 
wireless  handheld  devices  to  check  in  for  flights.  People  can  now 
check  in  for  a  domestic  flight  from  any  location,  and  they  simply 
show  their  photo  ID  at  the  gate  as  they  board  the  plane.  You  can 
bet  other  carriers  will  be  stepping  up  their  efforts  to  follow  suit. 

There  is  another  bit  of  good  news.  A  group  of  the  world's 
leading  airlines  is  starting  tests  to  remove  the  last  obstacles  to 
using  electronic  tickets  on  international  flights  and  give  cus- 
tomers who  have  purchased  e-tickets  the  same  flexibility  paper 
ticket  holders  enjoy.  Currently  you  can't  use  an  e-ticket  to  con- 
nect with  a  flight  on  a  different  carrier,  because  the  airlines' 
computers  cannot  communicate  with  each  other.  If  you  hold 
an  e-ticket  and  your  flight  is  delayed  or  canceled,  you  must  re- 
deem the  e-ticket  for  a  paper  ticket  to  switch  to  another  carrier. 

Of  course,  a  great  leap  toward  alleviating  our  aggravating  air 
travel  experiences  would  be  to  remove  the  air  traffic  control 
(ATC)  system  from  the  auspices  of  the  Federal  Aviation  Admin- 


SOME  HOPE 

istration  (safety  oversight  would  remain  with  the  governmei 
It  would  become  a  private,  nonprofit  corporation,  controlled 
a  board  of  directors  made  up  of  representatives  from  the  co: 
mercial  airlines,  general  aviation,  airports,  ATC  workers  and  p 
sengers.  Such  an  independent  entity  would  take  air  traffic  cont 
out  of  politicians'  hands  so  that  such  things  as  capital  spei 
ing — for  up-to-date  equipment,  etc. — would  no  longer  be  si 
ject  to  the  political  vagaries  of  Washington.  Other  countries,  si 
as  Canada,  Australia,  New  Zealand,  the  United  Kingdom  a 
Germany,  have  made  similar  moves,  and  the  results  have  bi 
stellar — at  least  compared  with  the  way  we  in  the  U.S.  currei 
operate.  For  instance,  if  New  York's  delay-plagued  La  Guar 
Airport  had  the  most  modern  technology,  air  traffic  there  co 
be  boosted  by  10%;  50%  when  current  prototypes  come  on  li 
In  February  the  Reason  Public  Policy  Institute,  a  highly 
spected  think  tank,  released  a  major  study  (sponsored  in  p 
by  several  carriers)  on  how  the  U.S.  could  privatize  the  A' 
New  Transportation  chief  Norman  Mineta  opposes  the  ic 
as  do  many  in  Congress.  They  should  get  moving  on  imj 
menting  this  sensible,  past-due  proposal — or  be  forced 
spend  the  rest  of  their  existence  in  a  place  like  La  Guardia. 


ULTIMATE  VISCERAL  HIKE 


A  Walk  in  the  Woods:  Rediscovering  America  on  the  Appalachian 

Trail-by  Bill  Bryson  (Broadway  Books,  $13.95).  A  delightful, 
insightful,  irreverent,  oft-funny  account  of  the  writer's  at- 
tempt to  trek  the  2,100-plus-mile  Appalachian  Trail.  Hiking 
the  Appalachian  Trail  is  incredibly  hard  work,  with 
grueling  terrain,  frequently  intemperate  weather,  a 
heavy  backpack  and  no  comforting  motels  and 
amenities  at  the  end  of  the  day.  It  combines  beauty 
with  a  heaviness  that  Bryson  convincingly  conveys. 
His  observations  on  the  people  he  encountered  dur- 
ing this  unique  journey  read  as  if  Charles  Dickens 
had  become  a  scriptwriter  for  Saturday  Night  Live. 

What  makes  this  perennial  bestseller  especially 
worthwhile  is  its  frequent  references  to  the  trail's  his- 


tory, including  the  last  ice  age  that  reshaped  the  terrain.  Bry 
didn't  stay  on  the  trail  from  one  end  to  the  other;  he  took  ti 
off  to  go  home.  At  book's  end,  despite  "walking  in  the  woo 
for  seemingly  countless  weeks,  our  would-be  wildem 
Odysseus  ruefully  reveals  that  when  he  added  up 
the  miles  slogged,  the  total  came  to  870  miles:  "o 
siderably  less  than  half  the  AT.  All  that  effort  and  sw 
and  disgusting  grubbiness,  all  those  endless  plodd 
days,  the  nights  on  hard  ground — all  that  added 
to  just  39.5%  of  the  trail.  Goodness  knows  h 
anyone  ever  completes  the  whole  thing.  I  am  fi] 
F  with  admiration  and  incredulity  for  those  who  s« 
through."  And  readers  are  filled  with  gratitude  t 
Bryson  did  what  he  did  and  shared  it  all  with  us. 


RESTAURANTS:  GO,  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monte  Begley. 


•  Hell's  Kitchen-679  Ninth  Ave.,  between  46th  and  47th  Sts. 
(Tel.:  977- 1588).  Wow!  One  of  the  most  interesting  south-of-the- 
border  restaurants  in  New  York,  serving  sensational  food.  Among 
the  most  delicious:  coriander-crusted  tuna  tostadas  with  gua- 
camole  and  grilled  pineapple;  agave-glazed  venison  with  pome- 
granate sauce;  and  roast  chicken  and  Monterey  Jack  quesadilla. 

*  Baldoria-249  West  49th  St.  (Tel.:  582-0460).  Charming  turn- 
of-the-century  Lower  East  Side  decor,  but  the  food  can  be  un- 
even. The  vitello  tonnato  (veal  loin  with  tuna  sauce)  is  won- 


derful; tire  veal  scaloppine  piccata,  less  so.  The  grilled  calan 
antipasto  is  so-so,  but  the  rigatoni  bolognese  is  spiced  nicer 
•  Strip  House- 13  East  12th  St  (TeL:  328-0000).  The  simplicity 
the  menu  suggests  straightforward  steak  house  fare,  but  it  is  o\ 
fussy.  The  jumbo  shrimp  and  cucumber  salad  looks  nouvelle, 
the  shrimp  are  perfection.  Caramelized  onion  and  wild  mu 
room  soup  with  truffle  oil  is  delicious,  as  are  the  filets  Ros: 
with  seared  foie  gras  and  the  seared  tuna  in  port  wine  reducti 
Warm  chocolate  hazelnut  cake  a  la  Kiev  is  delectable. 
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a  Declaration  of 
Independence 

for  your  STUFF. 

□  Now  you  can  combine  your  house,  your  laptop, 
your  sport-utility  vehicle,  your  cell  phone,  your  bass 


The  Encompass  Universal  Security  Policy.  Declare 
your  INDEPENDENCE  from  the  inconvenience  of 
separate  policies.  Ask  your  Independent  Agent  today. 
For  the  agent  nearest  you,  call  toll-free  1-866-760- 
6050  or  visit  encompassinsurance.com/54. 

^  ENCOMPASS  ■ 

INSURANCE 


boar-and  more— under  one  UNIQUE  insurance  policy.  £ 

Liberty,   Justice,    and    Really   Good  Insurance. 


©2001  Encompass  Holdings,  LLC.  Encompass  Holdings,  LLC  is  a  subsidiary  of  Allstate  Insurance  Company,  which  is  the  exclusive  administrator  of  the  personal,  auto  and 
homeowners'  insurance  products  issued  through  the  insurance  subsidiaries  of  CNA  Financial  Corporation.  Home  office:  Chicago,  IL.  Subject  to  availability  and  qualifications. 


There's  more  to  an  investment  than  meets  the  eye.  Behind  every  stock,  there  is  a  company.  With  products. 
And  people.  Janus  scrutinizes  the  details.  Checks  out  the  management.  Are  they  genuine?  Tests  their  products. 


Introducing  Janus  Fund  2 


Janus  2,  a  new  diversified  moderate-risk  growth  fund  in  search 
of  the  world's  best  companies.  Launched:  December  29. 2000. 


Any  flaws?  Talks  to  customers.  Are  they  impressed?  Janus  gets  to  know  the  companies  beyond  the 
books.  And  the  people  behind  the  companies.  That's  what  makes  a  Janus  investment  a  real  find. 


OlHEflJUIM  M£N1£ 


Death  and  taxes  and  children!  There's  never 
any  convenient  time  for  any  of  them. 

—Gone  With  the  Wind,  by  MARGARET  MITCHELL 


Get  Out  of  the  Way  Investors  in  the  U.S.  stock  mar- 
ket spoke  loudly  and  clearly  after  the  Federal  Reserve's  deci- 
sion [last  month]  to  cut  the  Fed  funds  rate  by  just  a  half  per- 
centage point,  to  5%.  In  short,  they  hated  it.  In  the  past  year, 
the  total  market  value  of  publicly  traded  U.S.  stocks  has  de- 
clined by  $4.3  trillion.  The  Fed  should  cut  rates  quickly  and 
aggressively — back  to  the  3%  level  of  1992-93 — and  then 
stand  aside  indefinitely.  Instead,  Alan  Greenspan  and  his  col- 
leagues seem  bent  on  dragging  things  out,  on  torturing  the 
markets  and  sowing  uncertainty.  Markets  disdain  uncertainty. 
Surely  Mr.  Greenspan  must  know  that.  If  so,  then  by  purposely 
sowing  uncertainty,  he  only  shows  his  disdain  for  markets. 

—RICHARD  M.  SALSMAN, 
National  Post  (Canada) 

It's  a  Joke  The  most  hilarious  argument  against  President 
Bush's  tax  cut  is  that  it  might  pitch  the  federal  government 
back  into  deficit.  If  the  economy  turns  south,  goes  the  reason- 
ing, the  projected  surplus  will  dry  up.  Government  would  be 
unable  to  pay  its  bills.  Why  is  it  always  the  taxpayer  who  is  in 
the  position  of  begging  scraps  from  Uncle  Sam's  table?  Why 
not  make  Uncle  Sam  beg  instead?  The  money  taxpayers  would 
keep  under  the  Bush  plan  would  still  be  in  circulation,  either  in 
the  form  of  spending  or  of  investments  and  savings.  It  might 
actually  be  doing  some  good — creating  new  jobs,  say — rather 
than  going  into  a  new  pay  raise  for  Congress  and  the  bureau- 
cracy. If  a  deficit  suddenly  loomed  in  Washington,  the  politi- 


"My  name  is  Bunny,  and  I'm  a  chocoholic." 
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cians  would  always  be  free  to  raise  taxes  back  to  the  old  levc 
or  even  higher.  True,  this  can  be  tough  on  the  political  clas 
who  might  actually  have  to  justify  their  spending  priorities, 
if  the  funds  were  really  needed — say,  to  prosecute  a  war — tr 
is  no  reason  to  think  Americans  wouldn't  rally  around. 

—THOMAS  J.  BI 
Wall  Street  Jour 

Spread  the  Wealth  At  one  time  Mexican  citiz 
owned  the  mineral  rights  to  the  surface  property  rights.  1 
ended  with  the  1917  revolution.  As  a  result  the  U.S.  is  now 
only  country  in  the  world  where  citizens  own  subsurface  rig 
This  is  why  we  have  been  energy  rich  in  the  past.  Of  3.2  mill 
oil  wells  drilled  around  the  world  in  the  last  140-plus  years, 
million  have  been  drilled  in  the  lower  48  of  the  U.S.  Little  fai 
ers  and  ranchers  contracted  with  wildcatters.  If  Mexico  wen 
give  its  citizens  subsurface  rights  to  minerals,  other  count 
in  our  hemisphere  would  follow  suit.  In  a  decade  we  woulc 
have  to  import  a  drop  of  oil  from  the  Middle  East,  and 
wouldn't  have  to  drill  in  Yellowstone  National  Park  look 
for  the  marginal  barrel.  Environmentalists  would  be  thrill 
The  OPEC  countries  know  the  world  is  still  unexplored 
liquid  petroleum  and  natural  gas.  If  you  put  all  the  oil  e 
produced  in  all  the  world  into  Lake  Tahoe's  cavity,  it  wo 
not  fill  it  up.  That  should  put  things  in  perspective. 

— JUDEWANNIS 
Polyconorr 

Balancing  Act  In  America  beauty  has  become  someth 
you  drive  to,  and  nature  an  either/or  proposition — either ) 
ruthlessly  subjugate  it,  or  you  deify  it,  treat  it  as  something  h 
and  remote,  a  thing  apart,  as  along  the  Appalachian  Trail.  | 
dom  would  it  occur  to  anyone  on  either  side  that  people  and 
ture  could  coexist  to  their  mutual  benefit.  The  AT  might  be  m 
interesting  and  rewarding  if  it  wasn't  all  wilderness,  if  from  ti 
to  time  it  purposely  took  you  past  grazing  cows  and  tilled  fie. 

— BILL  BRYSON,  A  Walk  in  the  Wo. 

Tried-and-Untrue  Twelve  of  the  most  widely  u: 
middle-school  science  textbooks  are  riddled  with  errors, 
cording  to  a  study  funded  by  the  David  and  Lucile  Pack; 
Foundation.  In  one  text,  a  map  showed  the  equator  pass: 
through  the  southern  U.S.  About  85%  of  U.S.  students  use 
least  one  of  the  books. 

—CHARLES  OLIVER,  Reason 


Deutsche  Banc  Alex.  Brown  identifies  the  investment  banking  activities  of  Deutsche  Banc  Alex.  Brown  Inc.  (US)  and  Deutsche  Bank  Securities  Ltd.  (Canada),  which 
are  indirect  subsidiaries  of  Deutsche  Bank  AG. 


Deutsche  Banc  Alex.  Brown 


The  expertise  to  preserve  the  value 
of  your  equities 


You  have  applied  sound  principles  to  the  investment  of  your 
time  and  energy.  You  now  need  to  apply  the  same  principles 
to  preserve  what  you  have  created.  Your  investments  are 
now  a  huge  success  and  have  created  wealth  for  you  and 
your  investors/shareholders  -  on  paper.  But  your  newfound 
successes  have  led  to  sleepless  nights  -  what  if  there's 
another  big  correction?  Is  there  a  way  to  lock-in  a  portion  of 
the  gains  and  still  participate  in  the  upside?  Can  you  create 
liquidity  out  of  your  restricted  stock  positions?  Can  you  do  it 
with  a  $5  million  position?  $500  million? 

Sound  familiar? 

With  one  of  the  most  sophisticated  advisory  services  in  the 
world,  we  have  the  expertise  to  help  you  manage  your  risk 
and  protect  your  profits  and  wealth.  We  can  structure 
solutions  whose  aim  is  to  preserve  the  value  of  assets 
when  the  market  drops.  We  can  transform  a  single  major 
asset  into  a  diversified  portfolio  or  turn  seemingly  illiquid 
assets  into  cash  -  all  in  a  tax-efficient  manner. 

Let  our  experts  assist  in  preserving  your  wealth. 

Whoever  you  are 

•  High  Net  Worth  Individuals 

•  Corporations 

•  Venture  Capitalists 

•  LBO  Firms 

Whatever  you  need 

•  Risk  Management 

•  Yield  Enhancement 

•  Tax  Efficiency 

•  Accounting  Planning 

•  Liquidity 


EXPERTISE 


leading  to  results 


Deutsche  Bank 


□ 


T  PRESENTS  A  STRONG  ARGUMENT  FOR  BUYING  POSTCARDS. 


to  your  snap-happy  passengers  that  they  just  relax  and  enjoy  some  tunes  on  the  stereo.  The  Acura/Bose"  Music  System 
isc  in-dash  CD  changer,  to  be  exact.  And  leave  the  pictures  to  tripod-wielding  professionals.    A  AC  URA 


irmation,  call  1-800-TO-ACURA  or  log  on  to  acura.com. 


"YEARS  AGO,  KINKO'S  MOSTLY  MADE  COPIES.  AND  I  MOSTLY 
DID  THE  HUSTLE.  YOU  SHOULD  SEE  WHAT  WE'RE  DOING  NOW." 


That's  right.  I  traded  in  my  lime-green  leisure  suit  for  a  dark-blue  apron  and  never  looked  back.  Meanwhile,  Kinko's  became  th 


kind  of  place  committed  to  handling  all  of  your  document  needs  with  top-notch  quality.  And  now  we've  added  all  kinds  of  ne^ 


Kenny,  your 
Kinko's  co-worker 


services,  like  printing  signs,  posters  and  banners.  Commercial  Accoun 


Projected  Sales 


Managers  that  give  you  document  solution 


customized  for  your  business.  Digital  Photi 


15% 


12%  Centers,  where  you  can  use  our  KODAl 


Picture  Maker  to  make  photo-quality  print 


from  traditional  and  digital  photos,  an 


where  America  Online  members  can  downi 


load  and  print  directly  from  their  "You'vi 


Got  Pictures""  online  photo  accounts.  And  most  every  Kinko's  ha 
a  FedEx  drop  box  with  one  of  the  latest  pickup  times  around 
So  stop  by  Kinko's  today.  Where  the  only  hustle  I'll  do  is  to  makl 

sure  you  get  whatever  you  need  done,  kinko's 

we're  doing  mi 


SIGNS,  POSTERS  &  BANNERS  •  CUSTOM  BUSINESS  SOLUTIONS  •  DIGITAL  PHOTO  CENTERS 
COMPUTER  WORKSTATIONS  •  FEDEX  LATE  PICKUP 
Open  24  hours  •  www.kinkos.com  ■  America  Online  Keyword:  Kinko's  •  1 -800-2-KINKOS 


Products  and  services  vary  by  location.  See  store  for  details.  Kodak  is  a  registered  trademark  of  Eastman  Kodak  Company  America  Online  is  a  registered  service  mark  of  America  Online.  Inc.  AOL  "You'vel 
Pictures"  is  a  service  mark  of  America  Online,  Inc.  FedEx  is  a  registered  trademark  of  federal  Express  Corporation.  Kinko's,  we're  doing  more  and  kinkos.com  are  proprietary  marks  of  Kinko's  Ventures,  Inc. 
are  used  by  permission.  Kinko's  requires  written  permission  from  the  copyright  holder  in  order  to  reproduce  any  copyrighted  work.  ©2001  Kinko's,  Inc.  All  rights  reserved. 


COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Lee  Kuan  Yew,  Senior  minister  of  Singapore 


EAST  ASIA'S  CHALLENGE  FOR  GEORGE  W.  BUSH 


[E  U.S.  HAS  A  UNIQUE  ROLE  TO  PLAY  IN  MAINTAINING  STA- 
ity  in  East  Asia.  The  problems  of  the  Korean  peninsula 
ve  abated  since  last  summer's  summit  meeting  in  Pyong- 
ng  between  the  North's  Kim  Jong  II  and  the  South's  Kim 
le  Jung.  But  there  are  two  key  concerns  that  could  destabi- 
e  the  region:  U.S.-China  relations  and  Indonesia. 

.S. /Japan-China 

ible  U.S.-China  relations  are  crucial  to  the  region's  recov- 
1  But  two  issues  could  upset  this  balance: 
faiwan.  Its  constant  maneuvering  for  official  recognition  of 
status  and  its  purchase  of  more  sophisticated  weapons 
>m  the  U.S.  are  guaranteed  to  upset  China.  The  danger  of 
nflict  between  China  and  Taiwan  can  be  lessened  if  the  sta- 
5  quo  is  not  radically  upset  by  either  side's  trying  to  alter 
e  military  balance.  The  best  course  is  to  urge  China  and 
iwan  to  resume  talks  about  an  eventual  reunification. 
Missile  defense.  The  Bush  Administration  is  firmly  commit- 

I  to  an  effective  missile  defense  program.  It  is  attempting  to 
rsuade  its  European  allies  to  accept  this  by  emphasizing  a 
item  that  will  also  provide  a  defense  of  Europe.  It  is  impor- 
it  for  the  U.S.  to  also  talk  with  China  and  Russia  to  ease 
eir  concerns  and  convince  them  that  this  system  will  not  re- 
.ire  a  proliferation  of  missiles  and  warheads  on  their  part. 

During  the  past  eight  years,  Republicans  criticized  President 
inton's  China  policy  as  being  weak.  People  want  to  know  what 
r.  Bush's  concept  of  a  strong  China  policy  is.  Global  Trends 
15,  published  by  the  National  Intelligence  Council  in  Decem- 
r  2000,  stated  in  a  section  titled  "Future  Conflict"  that  "The 
:ernational  community  will  have  to  deal  with  the  military,  po- 
cal,  and  economic  dimensions  of  the  rise  of  China  and  India 
d  trie  continued  decline  of  Russia.. . .  A  strong  China  would 
;k  to  adjust  regional  power  arrangements  to  its  advantage, 
king  conflict  with  neighbors  and  some  powers  external  to  the 
lion... .  As  an  emerging  regional  power,  China  would  con- 
lue  to  expand  its  influence  without  regard  to  U.S.  interests." 

However,  the  report  also  found  that  "China's  leaders  have 
sessed  for  some  years  that  comprehensive  national  power 
rives  both  from  economic  strength  and  from  the  military 
d  diplomatic  resources  that  a  healthy,  large  economy  makes 
•ssible.  The  evidence  strongly  suggests  that  the  new  leaders 

II  be  even  more  firmly  committed  to  developing  the  econ- 


omy as  the  foundation  of  national  power  and  that  resources 
for  military  capabilities  will  take  a  secondary  role."  This 
would  be  the  best  outcome  for  China,  East  Asia  and  the  world. 

To  help  the  U.S.  balance  the  growing  weight  of  China,  the 
region  needs  an  economically  reinvigorated  Japan.  Japan  must 
liberalize  and  restructure  its  economy.  It  will  need  America's 
support,  but  only  Japan's  leaders  can  decide  on  and  take  re- 
sponsibility for  the  radical  changes  that  will  be  necessary. 

East  Asians  hope  the  Bush  Administration  will  test  out  Bei- 
jing's positions  before  making  any  definitive  changes  in  for- 
eign policy.  Whether  China  will  become  a  strong  economic 
power  by  2015,  or  2050,  is  an  open  question.  Chinese  leaders 
have  immense  domestic  problems  to  overcome  in  order  to 
meet  their  obligations  to  the  WTO.  It  is  best  to  let  time  decide 
the  outcome.  Meanwhile,  if  U.S.-China  relations  are  kept 
steady,  all  East  Asian  countries  will  enjoy  stability  and  growth. 

Indonesia 

Indonesia's  future  is  vitally  important  to  the  U.S.  and  East  Asia. 
The  Clinton  Administration  acted  on  the  belief  that  the  new 
democratic  process  could  in  itself  provide  solutions  to  Indone- 
sia's problems.  But  after  the  unraveling  of  Indonesia's  national 
fabric,  it  is  clear  its  leaders  face  a  more  complex  task.  They 
must  create  a  new  framework  to  hold  this  vast  and  diverse 
archipelago  together.  To  do  this  and  contain  the  lawlessness, 
Indonesia's  army  (TNI)  has  to  be  part  of  the  solution.  Sadly, 
President  Abdurrahman  Wahid's  precipitate  efforts  to  send  the 
army  back  to  barracks  and  impose  his  will  concerning  senior 
command  promotions  have  made  the  army  part  of  the  prob- 
lem. Before  it  can  assume  its  proper  role,  the  TNI  must  imple- 
ment reforms,  remove  violators  from  its  ranks  and  recognize 
that  future  human  rights  violations  will  incur  sanctions.  Once 
it  has  done  this,  it  must  be  allowed  to  put  its  past  violations  be- 
hind it.  Indonesia  will  need  sustained  U.S.  support. 

Take  Stock 

Over  the  next  few  decades,  East  Asia  will  undergo  a  vast  trans- 
formation. There  is  much  to  be  gained  from  holding  close  con- 
sultations among  regional  allies  and  friends  so  that  the  U.S.  can 
maintain  a  favorable  balance  in  the  Asian  Pacific.  Strong  transpa- 
cific ties  in  the  21st  century  will  strengthen  America  in  similar 
ways  that  transatlantic  ties  did  during  the  last  century.  r 


a 


Lee  Kuan  Yew,  senior  minister  of  Singapore;  Ernesto  Zedillo,  former  president  of  Mexico;  and  Paul  Johnson,  eminent  British 
historian  and  author;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  are  now  periodically  writing  this  column. 
To  see  past  Commentary  columns,  visit  our  Web  site  at  www.forbes.com/commentary. 


FORBES"  April  2,  2001  49 

| 


J      ■  ■ 

^TON-'^  KANSAS.  CITV  LAS  VEGAS.  MIAMf  MINNEAPOLIS  NASHVli 


AiCETCN'S 

THE  STEAKHOUSE 

v/>::Vvvl  JilE  rftEVSt^ftRO-    :        •  ;-       •  mortons.com-. 


^UVyrON  TORONTO  VANCOUVER  WASHINGTON 


DIGITAL  RULES 


By  Rich  Karlgaard,  publisher 


iublisher@forbes.com 


BRAND  HYPOCRISY 


]  CRUNCH  TIME  FOR  BRAND  DUBYA.  MODELED  AFTER  THE 
ffo  hit  Brand  Gipper  of  a  few  years  back,  Brand  Dubya 

ns  an  A+  on  its  superb  packaging.  The  product  tour  is 

ng  gangbusters  and  dazzles  on  TV.  And  the  pitchman, 
w — is  he  growing  fast  into  his  new  role,  or  what?  Gipper 
the  way.  It's  only  the  product  that's  suspect. 

Brand  TR,  Brand  FDR,  Brand  Ike,  Brand  JFK  and  Brand 
>per:  You  can  count  the  best  presidential  brands  of  the  last 
)  years  on  one  hand.  Brand  Harry  S.  was  a  stinker  in  its  day 
:  has  gained  in  the  collectors'  market.  Following  the  opposite 

is  Brand  Willie — overexposed,  shall  we  say,  and  contracting 
:.  Brand  Tricky  Dick  makes  a  funny  holiday  gift.  All  the  other 
nds  have  stayed  about  where  they  sat  during  their  heyday. 

Brand  Dubya  is  an  ounce  of  TR,  a  snort  of  JFK  and  over- 
elming  in  Gipper  style  and  aspiration.  Dub  couldn't  aspire 
her.  Gipper  has  displaced  FDR  as  the  top  brand.  This  is  in- 
;sting,  because  at  first  Gipper  lost  value  in  the  collectors' 
rket,  at  least  for  a  few  years.  But  now  it's  again  "da  bomb." 
?per  wears  well.  There  is  more  substance — more  heft,  weight 
1  endurance — to  Gipper  than  most  knew  at  the  time.  Gip- 
■  had  authenticity.  You  could  walk  around  to  the  back,  peek 
der  the  packaging  and  inspect  the  product  from  any  angle ... 
idn't  matter.  Gipper  always  delivered.  That's  brand  integrity. 

Brand  Dubya  could  be  a  hit  yet.  We'll  soon  find  out.  But  the 
ts  and  gearing  of  this  product  have  yet  to  rise  to  Brand 
ibya's  glimmer  and  gloss.  Peel  the  product  back,  and  you'll  dis- 
'er  a  retreaded  Brand  Poppy,  with  a  Gipper  paint  job.  It's  like 
owing  a  Jaguar  grille  on  a  Ford.  Wouldn't  try  it.  Not  prudent. 

Under  Brand  Dubya's  hood,  alas,  you'll  find: 
V  Treasury  secretary  who  talks  openly  about  protecting 
lerican  steel  on  world  markets; 

Vn  EPA  Administrator  as  pro-Kyoto  over  carbon  dioxide 
Dilution" — and  the  need  to  regulate  it — as  Al  Gore; 
^n  economic  guru  who,  though  once  a  farseeing  growth 
/ocate,  has  evolved  into  an  ex- Federal  Reserve  speed  cop 
d  bubble  sniffer.  In  Washington  they  call  that  maturity.  We 
1  it  Greenspanitis. 

The  blame  for  today's  sick  economy  has  not  yet  fallen  on 
ind  Dubya.  Nor  should  it;  not  yet.  But  it  will  by  November 
)2,  if  things  don't  pick  up.  Brand  Dubya  could  then  become  as 
dous  to  American  voters  as  Brand  Peanut  became  21  years  ago. 


jmans  Are  Fallible— Not  So,  Brands 

al  life  is  complicated.  We  humans,  in  our 
nical,  dualistic  nature,  are  forever  aspir- 
;  grandly,  promising  the  moon,  crossing 


our  fingers  ...  and  falling  short.  I  dislike  the  word  hypocrite, 
because  it's  an  epithet  that  cynics  in  the  bleacher  seats  too 
quickly  throw  at  men  on  the  playing  field  who  simply  try  and 
fail.  Nine  times  out  of  ten,  the  husband  who  philanders  or 
the  priest  who  stiffs  the  IRS  is  not  a  hypocrite.  He's  merely  a 
poor  sucker  who  fell  short  of  his  own  ideals. 

But  brands  are  different.  They  live  in  the  imagination, 
which  is  the  world  of  the  ideal.  Big  difference,  that.  In  the 
world  of  the  ideal,  any  shortcoming  or  dissonance  will  be 
seen  as  premeditated  and  labeled  as  hypocrisy,  fairly  or  not. 
Court  of  appeal?  Go  fish.  (You  understand  this  if  you  have 
teenagers.)  Nor  should  there  be  any  mercy.  A  cable  modem 
service,  say,  that  brands  around  superior  speed  or  99.9%  up- 
time and  then  fails  to  deliver  suffers  brand  tarnish,  and  de- 
serves it.  George  Bush  may  occasionally  fail  as  a  human 
being,  and  we  will  probably  forgive  him  every  time.  But  if  the 
product  he's  selling  us — renewed  prosperity — is  something 
his  designers  can't  deliver  on  soon,  either  because  they're  too 
dumb  or  too  conniving,  then  Brand  Dubya  will  fail. 

Apple's  Art  House  Pink 

Consider  Apple  Computer's  brand.  I've  lately  wondered 
how  a  product  that  is  so  beautifully  designed,  well-executed 
and  aspirational — backed  by  some  of  the  cleverest  ads  ever 
written — could  have  fallen  so  low.  Apple's  market  value  is 
$7.5  billion.  Its  cash  balance  is  $4  billion.  The  value  of 
Apple's  enterprise,  including  what  many  experts  regard  as 
one  of  the  best-ever  brands,  therefore  is  worth  only  $3.5  bil- 
lion. Now  the  market  could  be  wildly  wrong  about  the  value 
of  Apple's  brand;  in  which  case,  mortgage  your  house  and 
buy  the  stock.  Or  the  market  could  be  dead-on.  Which 
means  that  Apple's  brand  is  in  serious  discord  with  what  it 
actually  delivers. 

It  feels  like  discord  to  me.  As  a  Mac  loyalist  for  16  years, 
I'm  sorry  to  conclude  this.  There  is  no  doubt  that  Apple's 
iconic  chief  executive,  Steve  Jobs,  is  the  source  of  the  prob- 
lem. The  man  who  invented  the  PC  industry  and  liberated 
"the  rest  of  us"  in  an  act  of  manic  heroism  25  years  ago  has 
now  become  just  another  self-possessed  artist  who  parks  his 
Mercedes  500  in  the  handicapped  zone.  (Apparently,  "the 
rest  of  us"  excludes  the  least  of  us.)  In  the  four  years  since 
Jobs'  Second  Coming  a  parade  of  new  hits,  from  Handspring 
Visors  to  RIM  BlackBerrys,  has  passed  Apple  by  as  the  artist 

^  ~.  .  .„  ,  obsesses  over  shades  of  plastic  pink.  His 

To  see  past  Digital  Rules  r  1 

columns,  visit  our  Web  site  at  personal  brand  fits  with  an  art  house.  It  s 
www.forbes.com/karigaard.       wildly  discordant  for  a  PC  company.  F 
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BY  BERNARD  CONDON 

TALK  ABOUT  A  TURN 
of  luck.  After  get- 
ting rejected  by 
four  home  lenders, 
Myron  Rio  received 
an  intriguing  offer  from 
Conseco,  the  troubled  finan- 
cial giant:  He  could  move 
into  a  mobile  home  if  he 
would  assume  a  loan  from  a 
deadbeat  who  had  previously 
owned  the  trailer.  Rio  is  no 
safe  bet  himself.  His  flatbed 
truck  was  seized  once  for  not 
making  payments.  But  now 
this  35-year-old  holds  a 
$46,000  loan  to  be  paid  over 
30  years,  twice  as  long  as  was 
typical  for  the  industry  a  few 

Gary 

years  ago.  The  longer  term  makes  his 
monthly  payments  more  affordable 
but  it's  anyone's  guess  whether  the 
trailer  will  be  even  habitable  by  the 
time  the  loan  is  amortized. 

"I  probably  won't  get  back  what  I 
put  into  it  when  I  sell,"  Rio  says.  "But  I 
was  sick  of  living  in  an  apartment." 

So  goes  the  remarkable  turnaround 
of  Conseco  by  its  new  superstar  boss 
Gary  C.  Wendt.  Most  other  lenders 
would  have  sold  the  trailer  to  a  mobile 
home  dealer  at  a  distress  price,  recog- 
nizing a  loss.  But  why  do  that  when  a 
guy  down  on  his  luck  can  make  you 
whole?  Conseco's  stock  is  rising  again 
after  a  stunning  drop  from  $58  to  $4.50 
in  the  two  years  ending  in  May  of  last 
year.  But  do  the  reported  numbers  tell 
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tion's  biggest  mobile  home  len 
t,  its  new  hotshot  boss  says  he's  turning  things 
around.  The  people  who  sell  the  homes  tell  a  different  story. 

the  Gambler 


■ 


the  whole  story? 

"They're  putting  Jack  the 
Ripper  in  these  trailers  just  to 
get  them  off  the  books,"  says 
one  Houston  dealer  who  asked  for 
anonymity  to  protect  his  business  with 
Conseco,  which  finances  30%  of  mobile 
homes  being  sold  today.  "The  chance  of 
these  people  paying  off  is  next  to  nil." 

Wendt's  big  accomplishment  since 
taking  over  in  June  has  been  to  breathe 
some  life  into  the  stock  (which  has  re- 
covered to  $14)  and  to  get  banks  to  re- 
finance Conseco's  own  loans.  The  com- 
pany— which,  besides  lending  money 
on  trailer  homes,  also  sells  life  and 
health  insurance — has  assets  of  $59  bil- 
lion, and  lost  $1.2  billion  on  revenue  of 
$8  billion  last  year. 


Trailer  trash:  Can 
Gary  Wendt  pass 
on  bad  loans  much 
longer  before  they 
blow  up? 


Conseco  is  a  piece  of  w< 
for  Wendt,  the  former  boss 
GE  Capital.  Profits  from  its 
surance  operations  are  not 
pected  to  return  to  1997  levels  for  < 
other  four  years.  It  is  vital,  then,  f 
Wendt  persuade  investors  that  he  « 
get  the  mobile  home  business  back 
its  feet.  If  he  fails,  he  will  tarnish  i 
Only  his  own  reputation  but  that 
Conseco's  largest  shareholder,  Thon 
Lee.  The  leveraged  buyout  king  rai; 
$6. 1  billion  for  a  new  fund  this  fall 
arguing  that  this  black  eye  on  his  recc 
was  already  healing. 

Now  attention  is  focused  on  a  les 
ing  indicator  for  this  business:  del: 
quencies,  or  loans  with  payments  ovi 
due  60  days  or  more.  Wendt  recent 
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orted  that  these  loans  represented  2 
is  out  of  every  $1  lent  through  Feb- 
ry,  down  slighdy  from  the  previous 
nth.  Investors  were  relieved.  Higher 
inquencies  would  presumably  have 
:ed  a  high  allowance  for  loan  losses, 
ting  into  the  $350  million  that  the 
bile  home  business  is  expected  to 
d  to  the  parent  company  this  year  to 
p  pay  off  debt. 

Wendt  says  delinquencies  will  con- 
ue  to  fall.  He  blames  the  previous 
:  on  bill  collectors  who  "took  their 
off  the  ball"  last  spring  because 
nseco  had  announced  plans  to  sell 
business.  Now  that  the  push  to  sell 
ended  so  will  the  troubles  with  late 
ments.  But  delinquencies  for  all 
bile  home  lenders  have  risen,  and 
reasons  not  likely  to  disappear  soon. 
In  the  mid-1990s  lenders  expanded 
ns  to  cover  the  costs  of  installing 
tic  tanks,  attaching  metal  strips  to 
e  cinder  block  foundations,  even 
ng  pavement  for  driveways  on  land 
borrowers  didn't  necessarily  own. 
:se  are  products  with  little  value  if 
borrower  defaults  and  the  trailer 
to  be  moved.  Loans  rose  to  30% 
re  than  the  trailers'  wholesale  value, 
lble  the  premium  that  had  prevailed 
years.  To  entice  borrowers,  lenders 
ted  stretching  payments  over  25  to 
fears,  up  from  15  or  20. 
The  extreme  lending  has  come 
sk  to  haunt  the  industry.  Loans  on 
ilers  that  Conseco  has  had  to  re- 
jsess  rose  41%  in  the  final  three 
nths  of  last  year.  Most  rival  lenders 
selling  their  repos  en  masse  to 
lers  at  wholesale  prices.  Conseco  is 
ing  its  repos  to  other  consumers, 
ibling  it  to  recover  an  average  46 
ts  on  the  dollar,  as  much  as  twice 
figure  for  other  lenders. 
But  Conseco's  used  trailers  are  ex- 
isive,  and  they  tend  to  attract  risky 
tomers  who  can't  qualify  for  a  loan 
where.  (Conseco  says  credit  quality 
not  been  hurt.)  Olympic  Financial, 
e  the  nation's  largest  nonbank  auto 
der,  assured  investors  the  same  thing 
:n  it  boldly  stuck  to  retailing  repos  in 
face  of  similar  trouble  five  years  ago. 


Repos  became  re-repos.  Loan  losses  bal- 
looned and  the  stock  sank  70%  before 
the  company  was  bought  out. 

Finding  buyers  for  used  trailers 
takes  time,  and  the  repos  are  piling  up 
fast.  In  one  Houston  lot  the  seized  trail- 
ers are  half  the  inventory  now,  up  from 
15%  a  year  ago.  Conseco  says  dealers 
want  to  curry  favor  with  the  industry's 
biggest  lender  and  so  will  work  hard  to 
sell  its  repos.  But  the  glut  could  leave 
Conseco  with  lower  prices,  averaged 
over  the  next  several  months,  than 
those  of  rivals  unloading  inventory 
now.  GreenPoint  Financial,  a  competi- 
tor that  sells  mostly  wholesale  to  deal- 
ers, got  45  cents  or  so  on  the  loan  bal- 
ance dollar  a  little  over  a  year  ago.  In  the 
fourth  quarter  it  was  getting  less  than 
40  cents.  Some  dealers  now  report 
repos  going  wholesale  for  25  cents. 

Investors  in  Conseco  common 
stock  have  driven  shares  up  80%  since 
Wendt  took  over.  Investors  in  other 
Conseco  paper  are  not  as  sanguine.  The 
company  sells  bond-like  securities  peri- 
odically that  make  fixed  payments 
drawn  from  nearly  all  the  mortgage 
checks  sent  to  it  each  month  from  bor- 
rowers. The  securities  are  divided  into 
several  classes  of  risk.  Those  with  first 
dibs  on  monthly  mortgage  checks  are 
the  safest.  Conseco  gets  any  money 
that's  left  after  everyone  else  gets  their 
cut.  Last  in  line  is  a  tough  place  to  be 
these  days.  The  interest  rate  spread  be- 
tween the  lowest  class  among  the  trad- 
able securities  and  ten-year  Treasurys  is 
near  historic  highs. 

Do  investors  in  loan-backed  securi- 
ties know  something  that  stock  in- 
vestors don't?  In  June  Conseco  sold  se- 
curities backed  by  a  pool  of  loans  of 
which  3%  went  to  repo  buyers.  The  av- 
erage loan  in  the  pool  was  for  27  years. 
Six  months  later  Conseco  sold  securi- 
ties backed  by  loans  of  which  22%  were 
used  to  buy  repos.  The  average  length 
of  the  loans,  despite  the  increase  in  used 
trailers,  was  still  at  27  years. 

Says  William  Ryan,  an  analyst  at  Sa- 
lomon Smith  Barney:  "A  rolling  loan 
gathers  no  loss — until  you  can't  roll  it 
anymore."  F 


Routers 
For  Sale! 

A  D  C  T 1 0  N  s  I  There's  a  flea 
market  for  Cisco  equipment. 

CISCO'S  INVENTORY  PROBLEMS 
are  bad  enough,  quintupling  to 
$2.5  billion  in  two  years  or  38% 
of  sales.  But  now  the  company  has  to 
compete  with  the  toughest  competi- 
tor of  all:  cut-rate  sellers  of  Cisco's  own 
gear  offering  2,000  items  on  Ebay. 

Here  are  some  recent  boxes  that 
have  sold  on  Ebay  and,  according  to 
CNET  Shopper  and  Provantage,  the 
prices  of  comparable  equipment  sold 
via  usual  channels.  Cisco  says  its 
equipment  is  often  tailor-made,  mak- 
ing price  comparison  tricky. 

— Elizabeth  Corcoran 


Cisco  3662  Router 

Sold  on  March  6  for  $6,500. 
Lowest  price  for  comparable 

equipment:  $8,500. 


Cisco  AS5300  Voice  Gateway 

Sold  on  March  (8  for  $7^(00 

Lowest  price  for  comparable 
equipment:  $33,000. 


Cisco  2563  Routers  (2) 

Sold  on  March  5  for  $1,776, 
Lowest  price  for  comparable 

equipment:  $3,410. 


Cisco  7507  Router 

**  ^y*  SoW  on  March  I  for  $8,300 

Lowest  price  for  comparable 
^»    equipment:  $14,450. 


Cisco  7513  Router 

JL  Sold  on  March  19  for  $5,600. 
TV  Lowest  price  for  comparable 
<a    equipment:  $19,500. 
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Canceled 

A  I  R  L  I  N  E  s  I  The 
United  Airlines-US 
Airways  deal  is  dead. 
The  winner?  Don 
Carty's  American. 

BY  HOWARD  BANKS 

EXPERIENCED  PASSEN- 
gers  know  that  when 
a  flight  is  constantly 
delayed  it  will  eventually  wind  up 
being  canceled.  That's  exactly  what's 
happening  to  United  Airlines'  acquisi- 
tion of  US  Airways.  The  $4.3  billion 
deal  is  grounded,  thanks  to  stalling  tac- 
tics by  the  Department  of  Justice, 
which  has  raised  tough  new  questions 
about  the  deal  in  the  hopes  that  it  will 
go  away. 

Justice  is  saying  nothing.  But  pri- 
vately, officials  say  that  the  merged  car- 
rier would  be  so  dominant  across  the 


Allan  Houston  /  New  York  Knicks 
NASA 


David  (The  Admiral)  Robinson  /  San  Antonio  Spurs 

OLD  NAVY 


Shaquille  O'Neal  /  LA  Lakers 
RADIO  SHACK 


Vince  Carter  /  Toronto  Raptors 
AIR  CANADA 


Tim  Duncan  /  San  Antonio  Spurs 
DUNKIN  DONUTS 


U.S.  that  no  airline  would  be  able  to 
compete  against  it.  Which  is  why  Delta 
and  Continental  are  talking  about  a 
merger  purely  as  a  defensive  move. 

Justice's  concerns  about  the  might  of 
a  combined  United-US  Airways  in  the 
mid- Atlantic  market  boiled  over  in  De- 
cember, just  in  front  of  a  year-end  dead- 
line, by  which  point  Justice  was  due  to 
approve  the  deal  or  not.  The  original 
merger  included  a  proposal  that  US  Air- 
ways would  sell  off  most  of  its  Washing- 


Karl  (The  Mailman)  Malone  /  Utah  Jazz 
U.S.  POSTAL  SERVICE 


Branded 

IT  HAD  TO  HAPPEN.  ON  TOP  OF 
corporate  logos  on  stadiums,  race- 
cars  and  pro  golf  hats,  comes  now 
the  capper  from  New  York  marketing 
promoter  Dakkan  Abbe.  Watching  a 
New  York  Knicks  game  on  the  tube 
recently,  Abbe  saw  a  close-up  shot  of 
one  of  the  player's  arms.  "I  thought 
it  would  be  the  perfect  place  for  a  cor- 
porate tattoo,"  he  says. 

The  tattoos  would  be  the  tempo- 
rary stick-on  kind.  Abbe's  made  his 
pitch  to  a  handful  of  potential  spon- 
sors and  players,  including  Portland 
Trailblazer  forward  Rasheed  Wallace. 
Abbe  says  the  players  like  the  idea.  An 
unamused  NBA  says  no  way. 

But  the  thought  is  so  irresistible 
we've  come  up  with  our  own  list  of 
hypothetical  endorsements.  Not  in- 
cluded is  bad  boy  Dennis  Rodman,  so 
covered  with  his  own  tattoos  that  any 
logo  would  be  hopelessly  lost  in  a  sea 
of  sunbursts.  — Mary  Ellen  Egan 


ton,  DC.  aircraft  and  s 
to  something  called  DC 
a  newly  created  carrier 
by  a  local  businessman  v 
no  airline  experience.  A 
credible  competitor,  DC 
"failed  the  laugh  test," 
cording  to  Michael  Lev: 
an  adjunct  professor 
Harvard  and  a  godfathe: 
airline  deregulation. 

This  statement  emb 
rassed  Justice  into  agree 
that  DC  Air  would  not  s 
fice.  United  and  US  A 
ways  had  a  choice:  See  the  mer; 
founder  or  come  up  with  another  so 
tion  to  reduce  their  huge  Washingl 
dominance. 

Out  of  the  blue,  in  January  Uni' 
invited  rival  American  into  the  de 
The  proposal:  American  would  t£ 
49%  of  DC  Air,  to  make  it  acceptat 
To  make  it  worthwhile  for  Americ; 
United  also  conceded  a  50-50  share 
the  lucrative  northeast  Shuttle  to  be  j 
quired  from  US  Airways. 

Filed  with  the  Securities  8c  I 
change  Commission  was  a  highly  u 
usual  and  collusive  qualification  to  1 
arrangement  with  American:  Unit 
insisted  that  if  American  were  ever 
grow  its  national  market  share  to  1 
percentage  points  more  than  Unitec 
through,  say,  a  big  acquisition,  th 
American  would  hand  its  half  of  t 
Shuttle  back  for  free. 

Just  last  month  Justice  finally  wc 
up  to  the  fact  that  this  provision  wa 
bit  smelly.  Three  weeks  before  the  A 
2  deadline,  Justice  said  they'd  have 
turn  down  the  merger  if  this  provisi 
were  included. 

Ugly  questions  now  face  James 
Goodwin,  United's  chief  executi1 
The  $60-per-share  price  for  US  A 
ways  now  looks  ludicrous;  it  is  n< 
trading  at  $35.  And  the  deal  kee 
shrinking.  Industry  sources  say  tr 
Justice  favors  forcing  the  Shuttle  to 
to  another  carrier  altogether,  n 
United.  Even  United  insiders  n( 
wonder  when  its  board  will  pull  t 
plug  on  the  US  Airways  deal. 

Meanwhile,  American  Airlines'  b( 
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Donald  J.  Carty  has  picked  up  bank- 
rupt TWA  under  cover  of  the  United-US 
Airways  maneuvering.  The  over  $3  bil- 
lion cost  brings  valuable  goodies. 
Adding  TWA's  terminal  at  New  York's 
Kennedy  Airport  effectively  shuts  any- 
body else  out  of  expanding  there. 


American  gains  TWA's  gates  and  slots  at 
crowded  La  Guardia  and  Washington's 
Reagan  National.  TWA's  St.  Louis  hub 
will  take  pressure  off  American's  over- 
crowded hubs  at  Chicago's  O'Hare  and 
Dallas  Fort  Worth.  And  in  the  desper- 
ately Freudian  airline  business,  Carty's 


biggest  prize?  With  TWA's  4%  natio 
market  share  added  to  America 
18%,  his  airline  is  now  larger  th 
United's  20%  market  share. 

The  toughest  question  for  Unitel 
Goodwin:  Will  Carty  just  take  TWA  a 
walk  from  the  United  deal? 


hollywoodi  Behind  Jeffrey 

Katzenberg's  bid  to  avert  a 
l    (Liters'  strike  is  the  fate  of 
DreamWorks  studio. 

BY  MARK  LACTER 

DREAMWORKS  COFOUNDER  JEFFREY  KATZENBERG  SEEMS 
to  be  everywhere  lately.  Hamming  it  up  at  movie  open- 
ings. Sporting  a  pair  of  ersatz  mouse  ears  as  a  dig  at  his 
former  employer,  Disney. 

But  more  recently,  he's  emerged  in  the  role  of  lead  show 
business  peacekeeper.  With  writers  and  actors  threatening  to 
strike  this  summer,  Katzenberg  has  spent  the  past  few 
months  publicly  shuttling  between  studio  bosses  and  union 
officials  in  search  of  a  so-far  elusive  deal. 

Curiously,  Katzenberg,  50,  has  largely  appointed  himself 
to  the  role.  When  negotiations  began  last  year,  he  was  just 
one  of  several  functionaries  appointed  to  something  called 
the  "creative  rights"  committee  of  the  Alliance  of  Motion 
Picture  and  Television  Producers. 

No  one  would  accuse  Katzenberg  of  being  a  wallflower  in 
an  industry  of  larger-than-life  egos.  But  his  efforts  at  peace- 
making are  all  the  more  odd  considering  his  behavior  during 
the  last  writers'  strike,  in  1988,  when  he  reportedly  bypassed 
the  union  and  summoned  Disney's  screenwriters  to  explain 
the  firm's  offer,  a  breach  of  protocol  that  angered  the  union. 

Like  most  things  in  Hollywood,  Katzenberg's  effort  at 
diplomacy  has  led  to  intrigue  about  his  motives.  Some  think 
the  Clinton  buddy  is  angling  for  a  political  future.  Others  peg 


him  for  a  wannabe  Lew  Wasserman,  the  tough-guy  mc 
who  built  MCA  (now  Vivendi  Universal)  and  who  was) 
mous  for  singlehandedly  brokering  labor  deals  with  Goc 
ther-like  finality. 

The  real  reason  likely  has  less  to  do  with  ambition  a 
everything  to  do  with  survival.  Of  all  the  studios,  Drea 
Works  is  the  most  vulnerable  to  an  extended  strike.  Crea| 
in  1994  by  Katzenberg,  Steven  Spielberg  and  David  Geffi 
DreamWorks  was  to  have  been  a  fully  integrated  studio,  w| 
a  full  slate  of  movies,  television,  music  and  multimedia.  1 
with  the  exception  of  the  hit  ABC  comedy  Spin  City  and 
also-ran  record  division,  the  company  is  almost  entirely  < 
pendent  on  new- release  movies,  many  of  which  are  copi 
duced  with  other  studios. 

Last  year  DreamWorks  had  a  total  box-office  haul  of  $d 
million  for  ten  flicks,  with  only  three  disappointments  and  c 
big  Oscar  winner,  Gladiator.  Two  potential  blockbusters  t 
year:  the  animated  Shrek,  a  not-very-subtle  jab  at  Disney's  fail 
tale  characters,  and  A.I.,  a  Steven  Spielberg  sci-fi  epic. 

But  that  also  leaves  DreamWorks  the  least  able  to  weatl 
a  strike,  since  it  has  no  other  dependable  revenue  streai 
such  as  TV  advertising  or  a  film  library.  Included  in  the  i 
penses  is  $880  million  in  debt  arranged  by  Bear  Stearns  a 

The  company  is  almost  entirely 
dependent  on  new-release  movies. 

J.P.  Morgan  Chase,  in  addition  to  the  investment  demands 
billionaire  Paul  Allen,  who  owns  25%  of  the  company.  1 
DreamWorks,  "it's  crucial  to  keep  the  lights  on,"  says  an  < 
ecutive  with  close  ties  to  the  studio. 

The  problem  is,  for  all  his  earnest  visibility,  Katzenbi 
needs  consensus  in  the  fractious  industry.  Unlike  automs 
ers,  who  negotiate  independently  with  unions,  studios  mi 
hammer  out  an  industrywide  settlement.  As  of  now,  Drea; 
Works  could  easily  raid  petty  cash  to  handle  what  the  writl 
claim  would  set  the  studio  back  only  an  additional  $630,C 
in  the  first  year  of  the  proposed  contract. 

To  achieve  consensus,  however,  Katzenberg  has  to  ma 
nice  with  folks  he's  crossed,  like  Disney's  Michael  Eisn 
whose  diversified  company  could  easily  survive  a  walko 
Recall  that  it  was  only  two  years  ago  that  Katzenberg  w 
$270  million  from  Disney  after  a  bitter  trial  over  his  contra 

Maybe  it's  a  good  time  to  reconsider  releasing  that  mo1 
spoof  of  Disney. 
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e-rase. 


t  dodgy  dot. corns,  you  already  have  an  e-business.  Your 
ing  business.  And  getting  it  into  the  networked  economy  just 
le  as  simple  as  erasing  those  extra  letters, 
the  iBaan  e-business  environment  from  Baan  you  can  integrate 
ur  existing  information  systems  into  a  simple,  web-friendly 
:ation  that  anyone  can  use  from  their  browser. 


Because  iBaan  integrates  all  your  existing  data,  information 
management  is  reliable,  automatic  and  completely  controllable. 
So  your  first  steps  into  e-business  can  be  made  gradually,  cost- 
effectively  and  with  complete  confidence. 
The  thinking  behind  iBaan  is  simple.  Less  hassle  means  more 
business,  even  e-business. 


mvensys 


OUTFRONT 


gambling  A  New  York  City  agency  is  the  grand  prize  in  a  race 
to  build  a  national  horse-racing  empire.  The  winner  may  regret  it. 


BY  DANIEL  KRUGER 

RACEHORSES  LIKE  SEABISCUIT, 
Secretariat  and  Man  O'War  were 
once  household  names.  Not 
lately.  For  casual  fans  the  pastoral 
charms  of  the  Sport  of  Kings  have 
been  supplanted  by  slam  dunks  and 
home  runs.  The  number  of  horse  races 
has  fallen  24%  since  its  1989  peak. 

Yet  racing  isn't  finished.  Bets  have 
risen  51%  in  the  last  decade  to  $14  bil- 
lion, with  84%  of  that  handle  coming 
from  off-track  betting. 

So  when  New  York  City  put  its  Off- 
Track  Betting  parlors  on  the  block  last 
year  with  an  asking  price  starting  at 
$250  million,  the  industry  began 
chomping  at  the  bit.  At  stake:  control 
of  a  wagering  network  and  customer 
base  accounting  for  $1  billion  in  an- 
nual bets  and  $38  million  in  profits — a 
number  that  certainly  could  grow 
under  private  management. 

It's  a  three-horse  race  now.  The 
two  big  publicly  traded  track  owners, 
Churchill  Downs  and  Magna  Enter- 
tainment, each  put  in  a  bid.  They  con- 
trol half  of  the  horse  bets  in  the  U.S. 

But  the  leading  bidder  for  OTB  may 
be  a  media  company  rather  than  a 
track  operator.  Television  Games 
Channel,  or  TVG,  founded  by  Rupert 
Murdoch  and  John  Malone  and 
owned  by  Gemstar-TV  Guide,  has  put 


in  a  joint  bid  with  the  New  York  Rac- 
ing Association,  a  state  agency  that 
owns  the  New  York  tracks. 

TVG's  partnership  with  the  associa- 
tion (and  it  may  even  add  Churchill 
Downs  to  its  bid)  gives  it  an  advantage, 
though  right  now  it  looks  like  a 
scrawny  nag.  It's  piped  into  a  scant  6.5 
million  homes  nationwide,  with  bet- 
ting available  in  just  four  states.  But  a 
federal  law  passed  in  December  may 
let  TVG  operate  in  39  more  states 
where  pari-mutuel  betting  is  legal. 

Gemstar's  early  results  show  that 
bettors  now  wager  an  average  $600  per 
month  using  phone-based  betting  sys- 
tems. But  the  research  suggests  they 
would  bet  far  more  once  they  get  In- 
ternet access  and  a  TV  set-top  box. 
Gemstar  co-president  Peter  Boylan  III 
says  100,000  gambling  viewers  will 
make  TVG  profitable. 

Gemstar  may  need  thick  skin  to 
make  that  plan  work.  Other  corpora- 
tions that  have  looked  at  interactive 
television  gambling,  such  as  Sony,  say 
it  would  be  lucrative  but  not  worth  the 
public  relations  headache.  While  Gem- 
star is  willing  to  take  the  heat,  cable 
companies  may  not  be.  And  federal 
law  or  not,  states  may  work  to  impede 
TV  gambling. 

This  may  be  one  race  it's  better 
to  lose.  F 


Me-Too  Patents 

law  I  Forget  Napster. 
The  biggest  intellectual- 
property  case  going  could 
make  copycat  products 
perfectly  legal. 

BY  NATHAN  VARDI 

THE  DEVICE  IS  CALLED  A  MAGI* 
ically  coupled  rodless  cylinder 
used  in  a  robotic  arm  that  < 
moved  underwater  characters  at 
ney  World.  Festo,  a  German  robe 
company  with  revenues  of  $1.2  bill 
had  the  contraption  patented  in 
early  1980s. 

Shortly  thereafter,  Japanese  inc 
trial  giant  SMC  Corp.  sold  a  sim 
version  in  the  U.S.  But  it  made  a 
alterations — eliminating  one  of 
components  and  using  a  different  r 
terial  for  another  part. 


Is  that  patent  infringement?  11 
under  a  patent  rule  called  the  doctri 
of  equivalents.  Spelled  out  by  t 
Supreme  Court  in  1950,  the  doctri 
basically  says  you  can't  alter  an  invt 
tion  slightly  and  hope  to  avoid  pat( 
infringement.  The  idea  is  to  give  i 
ventors  broad  protection  agaii 
intellectual-property  theft. 

But  now  the  doctrine  is  unc 
legal  attack,  and  the  stakes  are  huj 
At  issue  is  the  viability  of  hundreds 
thousands  of  patents  and  the  pro 
ucts  behind  them.  The  Festo  cai 
which  appears  headed  toward  t 
Supreme  Court,  is  pitting  large  coi 
panies  like  IBM  and  Ford — who  s 
the  fuzzy  equivalency  doctrine  e 
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courages  lawsuits — against  smaller 
firms  who  worry  their  innovations  will 
be  ripped  off. 

Ruling  in  the  Festo  case  in  Novem- 
ber, the  appeals  court  in  Washington 
D.C.  effectively  gutted  the  doctrine 
(72  F.3d  857).  It  limited  the  scope  of 
many  patents  to  the  literal  wording  that 
describes  an  invention.  So  if  your 
patented  device  uses  an  iron  rod  and  a 
competitor  develops  the  same  device 
with  a  steel  rod,  you  may  not  be  pro- 
tected under  the  ruling.  Judge  Alan 
Lourie  wrote  that  companies  need  to  be 
able  to  introduce  products  "without 
fear  of  unjustified,  protracted  and  ex- 
pensive litigation." 


Companies  need  to  introduce  products  "without 
fear  of  unjustified,  protracted  litigation." 


The  ruling  has  already  been  cited  in 
at  least  1 1  cases,  mosdy  to  throw  out  ac- 
cusations of  patent  violation.  "The 
Festo  case  has  a  much  wider  economic 
impact  than  Napster  does,  since  many 
patents  will  no  longer  be  capable  of  en- 
forcement," says  Edward  Fiorito,  an  in- 
tellectual-property lawyer  in  Dallas. 

The  D.C.  appeals  court  cited  the 
Festo  case  in  reversing  a  verdict  that 
could  have  forced  Honeywell  to  pay  Lit- 
ton Industries  $1.2  billion  for  infring- 
ing on  ion-beam  technology  used  in 


aircraft  navigation  systems.  The  co 
said  Honeywell's  technology  was  sii 
lar  to  Litton's,  but  close  resemblan 
alone  no  longer  amounted  to  paU 
infringement. 

Big  companies  such  as  Hewle 
Packard  and  Procter  &  Gamble  are 
bilant  at  the  Festo  ruling,  insisting 
new  freedom  will  encourage  inncrt 
tion,  not  crimp  it.  Festo  intends  to 
peal  to  the  Supreme  Court  and  has  e 
listed  legal  heavyweights  Kenneth  S' 
and  Robert  Bork. 


Hat  Tricks 


military  When  the  Army  decided  to  switch 
caps  it  bared  a  long-running  feud  between  two 
entrepreneurs— and  family  members. 

BY  DOUG  DONOVAN 

BERNARD  WEINSTEIN  AND  STEPHEN  GOLDMAN  ARE  LEG- 
endary  archrivals  in  their  industry.  For  25  years  the  es- 
tranged first  cousins  have  waged  battles  over  defense  con- 
tracts that  would  make  Boeing  and  Lockheed  Martin  proud. 

These  guys  never  make  headlines,  though.  That's  because 
they  make  headgear — military  hats,  to  be  exact.  But  a  flap 
over  the  Army's  decision  to  issue  black  berets  to  all  soldiers 
provides  a  glimpse  into  the  industry — and  the  family  feud. 

"These  two  guys  have  been  trying  to  cut  each  other's 
heads  off  for  years,"  says  Leonard  Ochs,  president  of  King 
Form  Cap  Co.  of  Queens,  N.Y.,  a  competitor. 

The  latest  tiff  started  with  the  Army's  surprise  October  $30 
million  order  for  4.8  million  berets.  The  rub?  The  Army  wants 
delivery  of  1.3  million  berets  by  June  14,  its  226th  birthday. 

It  seems  everyone  in  the  estimated  $50  million  military  hat 
business,  except  the  Army,  knew  that  date  was  impossible. 
Under  federal  law  the  military  must  buy  U.S. -made  clothes. 
And  Goldman's  Bancroft  Cap  Co.  of  Cabot,  Ark.,  the  only  U.S. 
company  that  makes  military  berets,  couldn't  meet  the  deadline. 

So  the  Department  of  Defense  was  forced  to  introduce 
foreign  cap  competition  for  the  first  time.  It  awarded  con- 
tracts to  Bancroft,  three  English  and  Canadian  firms  and 
three  domestic  companies  with  plants  in  India,  South  Africa 
and  Romania.  Among  them:  Weinstein's  Bernard  Cap. 

You  can  almost  see  the  bad  blood  bubbling  up  between 
Weinstein  and  Goldman.  "Our  berets  will  be  made  in  South 
Africa,"  crows  Weinstein,  84.  "Bancroft's  are  made  in  another 
country  they  like  to  call  Arkansas." 


Bernard  Wein- 
stein plays  the  The  two  companies  share  family  histoi 

Hatfield  to  his  Goldman  and  Weinstein's  great-grandfath 

cousin's  McCoy.  started  Worcester  Cap  Co  { 00  years  aga  j 

1974,  however,  a  succession  battle  put  Goldman  in  charge 
what  was  renamed  the  Bancroft  Cap  Co.  Weinstein  quit  ar 
the  two  haven't  talked  since. 

But  Bancroft  made' the  fortuitous  move  of  making  bere 
during  the  Vietnam  War,  cornering  the  market.  That  mo 
nopoly  leaves  Barry  Goldman,  Bancroft's  president  an 
Stephen  Goldman's  son,  unfazed  by  Weinstein's  beret  fora 
"I  guess  Bernard  didn't  want  to  miss  the  boat." 

He's  right  not  to  worry.  Once  the  Army  deadline  is  me 
Bancroft  Cap  alone  can  stock  future  inventories.  Any  nc 
beret  competitor  would  have  to  buy  an  antiquated  $1  miliio 
knitting  machine,  making  Weinstein's  beret  victory  shorl 
lived.  His  only  hope:  The  Army  gets  bored  with  the  beret.  I 
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Although  some  would  tell  you  we  also  specialize  in  futures. 


ke  investment  banks,  Neuberger  Berman  wasn't  created  to  underwrite  stocks.  For  over  60  years,  we've 
cialized  in  one  thing:  managing  money.  Why  is  that  important?  It  means  there  are  no  hidden  agendas 
in  we  buy  or  sell  stocks  for  you.  It  means  there  are  no  distractions,  either:  we  spend  all  our  time  sweating 
ry  detail  of  your  portfolio,  whether  it's  $500,000  or  $50  million.  And,  mostly,  it  means  we  can  help  you 
lize  your  dreams.  Not  to  mention  your  children's  dreams.  If  you  have  a  minimum  of  $500,000  to  invest 
i  customized  portfolio,  and  would  like  a  free  brochure  on  money  management,  call  1-877-232-4859. 
[for  more  information  and  a  list  of  our  offices  across  the  country,  visit  us  at  www.nb.com. 
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Swoosh  Suits 

apparel  As  its  shoe  busi- 
ness stumbles,  Nike  is  looking 
to  clothes  to  win  the  race. 

BY  ELISA  WILLIAMS 

FOR  A  GLIMPSE  OF  THE  FUTURE  OF 
Nike,  check  out  the  shoe  giant's 
Beverly  Hills  Nike  Town  store.  In 
addition  to  the  usual  selection  of  over- 
priced sneakers  and  sports  parapherna- 
lia there  are  $500  leather  blazers  and 
$720  suede  jacket  and  pants  sets. 

The  company's  ubiquitous  swoosh 
trademark,  if  it's  found  anywhere,  is 


here  often  discreetly  relegated 
to  labels. 

After  22  years  of  running 
the  apparel  business  as  an  af- 
terthought, Nike  is  getting  se- 
rious. It  recently  hired  a  new 
apparel  boss,  Mindy  Gross- 
man, the  former  head  of  Jones 
Apparel  Group's  Polo  Jeans 
Co./Ralph  Lauren.  And  it  has 
done  such  things  as  tying  ap- 
parel lines  to  hot  shoes.  Al- 
though Nike  is  already  one  of  the  largest 
makers  of  athletic  wear,  the  intent  is  to 
make  apparel,  which  accounts  for  about 
a  third  of  Nike's  $9  billion  sales,  a  near- 
equal  contributor  with  shoes. 

At  the  moment  Nike  can  use  all  the 
help  it  can  get.  For  the  first  nine 
months  of  fiscal  2001  U.S.  shoe  sales 
dropped  6%  while  apparel  increased 
7%.  In  the  third  quarter,  when  profits 
dropped  33%  and  U.S.  shoe  sales  fell 
15%,  apparel  sales  jumped  1 1%. 

Nike  is  still  grappling  with  the  fact 
that  selling  fashion  is  not  quite  the  same 
as  selling  sneakers.  A  glimpse  of  the  old 
mindset  can  be  seen  in  the  Beverly  Hills 


store.  When  a  shopper  asks  abo 
suede  jacket  hung  so  high  <) 
Shaquille  O'Neal  could  reach  it,  a  sq 
clerk  checks  the  tag,  shouts  out 
price  and  stalks  away.  In  the  worn 
section  an  absentminded  saleswor 
incorrectly  claims  a  jacket's  Teflon  cj 
ing  makes  it  waterproof.  Women's  j; 
ets  are  mislabeled  as  men's. 

To  expand,  Nike  must  also  boos 
exposure  in  department  stores,  wl 
are  notorious  for  driving  hard  barga 

Nike's  diversification  into  fashic 
driven  by  necessity.  For  several  y« 
U.S.  athletic  apparel  sales  have  been 
Baggy  urban  hip-hop  brands  v 
menacing  names  (FUBU,  Phat  Fai 
are  the  new  trendsetters. 

Perhaps  in  response,  Nike  is  pu 
ing  its  women's  wear.  It  has  expan 
the  space  devoted  to  women  in 
Chicago  NikeTown  by  160%  and 
restyled  its  lines  to  include  more  g 
fashions,  such  as  floral  capri  pa 
rather  than  utilitarian  sweats. 

In  1995  Phil  Knight  vowed  to  m 
Nike  a  "real  apparel  company."  I 
still  got  work  to  do. 


Billion-Dollar  Bluff 


courts  Toshiba  paid  $2  billion  to 
avoid  facing  superlawyer  Wayne  Reaud 
in  a  Texas  court.  Compaq  stood  tough— 
and  exposed  the  nuttiness  of  class  suits. 

BY  DANIEL  FISHER 

BUILDINGS  COLLAPS- 
ing!  Airplanes  crash- 
ing! Patients  writh- 
ing in  agony! 

These  were  some  of 
the  tragedies  suggested  in 
a  sensational  class  action 
filed    against  Toshiba 
Corp.  by  Texas  lawyer 
Wayne  Reaud  in  1999.  Ac- 
cording to  that  suit  in  federal  court  in 
Beaumont,  Tex.,  Toshiba  sold  millions 
of  laptop  computers  harboring  a  flaw 
in  the  software  controlling  the  floppy 
disk  drive.  The  flaw,  Reaud  said,  could 


Reaud:  Twice  wasn't 
the  charm. 


make  each  laptop  a  poten- 
tially deadly  weapon  in  the 
hands  of,  say,  a  bridge  de- 
signer or  a  cardiologist  pro- 
gramming a  pacemaker. 

Never  mind  that  Reaud 
couldn't  come  up  with  any 
evidence  of  life-threatening 
damage.  Or  that  the  suit  was 
based  on  a  federal  law  aimed 
at  computer  hackers,  not 
manufacturers  of  defective 
products.  U.S.  District  Judge 
Thad  Heartfield  batted  aside 
Toshiba's  motions  to  dismiss 
and  ordered  the  two  sides  into 
negotiations. 

Sensing  itself  outgunned, 
the  Japanese  manufacturer  set- 
tled for  $2.1  billion  in  October  1999. 
Heartfield  awarded  $147  million  in  fees 
to  Reaud  and  his  colleagues,  citing  in  a 
30-page  apologia  "the  extraordinary 
commitment  of  time  and  labor  the  case 


required,"  including  poring  over  n 
lions  of  pages  of  documents.  Consun 
got  either  cash  or  coupons  worth  up 
$425  to  buy  new  computers. 

Now  move  forward  two  yea 
Reaud  (pronounced  "Rio")  r 
brought  similar  claims  against  Comj 
Computer,  looking  for  another  killii 
But  on  March  15  Heartfield  dismis: 
the  suit.  He  said  Reaud's  team  nc 
supplied  evidence  that  a  customer  Si 
fered  even  $5,000  in  damages,  1 


►  By  the  Numbers 


Suing  a  big  company  can  be  good  worl 
especially  if  you  find  the  right  court. 

Laptops  sold  by  Toshiba 
with  defective  code. 

Legal  fees  to 
lawyers  who  sued  over  the  code. 

Legal  fee  per  laptop. 
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threshold  for  suing  under  the  federal 
antihacker  law. 

What's  going  on  here?  Heartfield,  a 
1995  Clinton  appointee,  no  doubt  was 
forced  to  acknowledge  the  weakness  of 
Reaud's  case  when  faced  with  a  defen- 
dant who  was  prepared  to  fight.  Reaud, 
who  has  donated  $180,000-plus  to  De- 
mocratic Party  causes  since  1997  and 
helped  negotiate  a  $15.3  billion  settle- 
ment with  the  tobacco  industry  in  1998, 


has  clout  in  Texas.  But  his  clout  doesn't 
extend  to  the  conservative  Fifth  Circuit 
Court  of  Appeals  in  New  Orleans,  which 
sometimes  overturns  decisions  by  Beau- 
mont's left-leaning  judges. 

Does  Toshiba  feel  snookered?  Don- 
ald S.  Gray,  general  counsel  for 
Toshiba's  U.S.  subsidiary,  says  the  com- 
pany still  thinks  "it  was  in  our  best  in- 
terests to  settle."  Another  factor  might 
have  been  that  NEC  was  suing  Toshiba 


for  allegedly  stealing  the  software 
question,  making  it  risky  to  let  Rea 
go  digging  through  Toshiba's  files 

But  the  question  lingers:  What,  < 
actly,  did  Reaud  and  his  compatriots 
to  earn  that  $147  million  fee?  Les 
Brickman,  a  professor  at  Yeshiva  Ui 
versity's  Benjamin  N.  Cardozo  Scho 
of  Law,  is  cynical.  Says  he:  "The  sinj 
most  important  thing  these  lawyers  (j 
was  to  bring  the  case  in  Beaumont." 


Slippery  slope:  Mountain 
mogul  John  Cumming. 


takeovers!  Has  Leucadia  Chairman  Ian  Cumming 
met  his  match  in  the  backwoods  of  Oregon? 

BY  ELISA  WILLIAMS 

FEW  CAN  MATCH  WITS  WITH  CORPORATE  BOTTOM 
feeder  Ian  Cumming  when  it  comes  to  wringing 
money  out  of  white  elephants.  The  media-shy  head  of 
Leucadia  National  did  it  with  insurer  Colonial  Penn 
and  Sperry  &  Hutchinson  of  S&H  Green  Stamps  fame,  and 
now  is  at  work  on  a  $6  billion  bailout  of  ailing  Finova  Group. 

But  Powdr  Corp.,  the  undervoweled  outfit  owned  by 
Cumming  and  his  sons  John  and  David,  got  more  than  it 
bargained  for  when  it  bid  on  a  remote  Oregon  ski  resort. 

For  folks  who  usually  traffic  in  billion-dollar  companies, 
the  8,122-acre  Mt.  Bachelor  resort  in  Oregon's  Deschutes 
National  Forest  probably  looked  like  easy  pickings.  The 
mountain  lost  $207,100  on  $22  million  in  sales  last  ski  season 
and  attracted  only  480,010  skiers,  down  from  a  recent  peak  of 
582,000  in  1995.  The  dividend  was  suspended. 

The  Cummings  have  been  lusting  after  Mt.  Bachelor  since 
1996  but  were  initially  rebuffed  by  the  scattered  families  who 
control  the  stock.  With  a  portfolio  that  includes  Park  City  Moun- 


tain Resort  in  Utah  and  three  California  ski  arej 
Powdr  could  use  Mt.  Bachelor  to  provide  more  s 
ographical  diversification  and  boost  its  projected  $| 
million  in  revenues  by  about  30%  this  year. 

So  in  December,  when  Mt.  Bachelor  look* 
for  buyers,  the  Cummings  offered  a  lowball  bid| 
$28  million,  $6  million  less  than  they  had  offer 
in  1996.  In  time  they  got  the  support  of  Mt.  Bac 
elor's  founding  family.  "John  [Cumming]  is 
mountain  man,"  swoons  Beverley  Healy,  widd 
of  the  resort's  founder. 

But  what  they  didn't  count  on  was  Rand; 
Pape.  In  his  day  job  Pape  sells  tractors  and  sm; 
airplanes  from  Eugene,  Ore.  His  family  is  M 
Bachelor's  largest  shareholder,  with  23%  of  t! 
1,382  shares. 

As  Pape  saw  it,  the  Cummings  were  exploitii) 
turmoil  on  the  board  and  Mt.  Bachelor's  currqj 
troubles  to  steal  the  property  from  its  local  owl 
ers.  "We  had,  in  effect,  done  a  shotgun  sale,  aij 
the  timing  was  terrible,"  says  Pape,  whose  boa) 
supporters  snubbed  the  Cummings. 
Fed  up,  the  Cummings  launched  their  bid  as  a  hosti) 
takeover,  offering  $20,100  a  share  and  even  throwing  in 
sweetener  of  free  lifetime  ski  passes.  Pape  upped  the  ante  wil 
his  own  competing  offer  of  as  much  as  $26,000  and  brought  i 
Intrawest,  the  big  Canadian  ski  conglomerate,  as  his  partner. 

The  Cummings  claim  they  were  tendered  a  majority  i 
the  shares  in  March,  but  it  may  be  a  Pyrrhic  victory.  Man 
ski  operators  make  less  money  on  skiing  than  they  do  on  ra 
estate  or  amenities.  That  could  be  a  challenge  at  Mt.  Bachelo 
which  sits  in  a  national  forest  and  faces  more  than  the  usui 
red  tape  if  it  tries  to  develop  slopeside  lodgings.  As  it  is,  th 
nearest  overnight  accommodations  are  about  20  miles  awa 
in  Bend  or  Sunriver. 

And  Pape  isn't  going  away.  Just  as  the  Cummings  di 
clared  victory,  Pape  managed  to  tangle  them  up  in  court  wit 
a  temporary  restraining  order  that  put  the  deal  on  ice. 

"Listen,  you're  talking  to  somebody  who  survived  uppe 
bowel  cancer,"  says  Pape.  "I  was  diagnosed  to  be  terminal  fivi 
years  ago.  So  this  is  peanuts  compared  to  that." 
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"Financial  security  doesn't 
have  to  be  a  fairy  tale." 


Sarah  Ferguson 
Schwab  Investor 


It's  about  knowing.  And  planning. 
And  making  smart  decisions. 

Introducing  the  Charles  Schwab  Stock  Explorer. 

It's  an  approach  that  helps  you  carefully  screen  stocks. 
For  potential  investment  ideas.  Online  or  off. 
The  featured  strategies  can  be  used 

as  a  starting  point  to  select  stocks. 
So  you  can  explore  the  potential  of  your  portfolio. 
And  start  planning  for  your  own  happily  ever  after. 

To  sample  the  new  Stock  Explorer,  visit  schwab.com 
and  click  on  'welcome'  or  call  1-800-739-55/14. 


call 

1-800-739-5544 

click 

www.schwab.com 


visit 

384  locations  nationwide 


Varies  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE  (1200-1 1321) 


Charles  Schwab 

creating  a  World  of  smarter  investors'" 


QWEST  COMMUNICATIONS*  recently  merged  with  US  West,  Inc..  resulting  in  a 
company  with  60,000  employees  and  29  million  customers.  Unfortunately,  they  also 
had  two  different  technology  systems.  Thanks  to  enterprise  software  from  Microsoft, 
they  were  able  to  quickly  and  easily  bring  everyone-and  everything-together  as  one. 


heSlav°£?he  ££££  oHhe^X'e  oUST"  "  *  "  C°rP°,a,i0n  '"*he  »*"  ^  ^  ^  C0Un,neS'  Tne  nam*  °f  actual  «"■■*»  and  ■»*«»  -*»»<• 


jerprise  software  from  Microsoft  helps  different 
Stems  work  as  one.  One  company.  Now  running  many 
;rent  systems.  Sounds  like  a  recipe  for  disaster.  Unless,  of 
,'se,  you're  running  flexible  business  software  like  the 
osoft*  .NET  Enterprise  Server  family.  This  software  makes 
[.s-platform  sharing  a  reality.  It  also  makes  it  easier  for 
ble  to  quickly  collaborate  across  organizational  boundaries, 
four  company  can  respond  to  changes  and  opportunities 
fer.  Now  if  we  can  just  figure  out  a  way  to  make  employees 
•Ige-free,  we  might  really  be  onto  something.  To  find  out  how 
/osoft  software  can  help  your  company  work  as  one,  visit 
^osoft.com/business  Software  for  the  Agile  Business. 


Forbes 


CHARLES  LEE  AND  IVAN 
Seidenberg  seem  sus- 
piciously chipper, 
given  the  circum- 
stances. A  year  ago  the 
two  chief  executives 
joined  forces,  combin- 
ing GTE  with  Bell  At- 
lantic to  create  what  is  by  almost  every 
measure  the  biggest  telecom  company 
in  the  U.S.:  Verizon  Communications. 
But  despite  its  intimidating  size  the  new 
company  has  been  battered  by  one 
problem  after  another. 

Obstinate  federal  regulators  refuse 
to  unshackle  the  company.  Verizon  still 
isn't  allowed  to  carry  anything  but  local 
phone  calls  in  12  of  its  13  home  states — 
former  Bell  Atlantic  territories  with 
long-distance  markets  worth  $26  bil- 
lion. An  18-day  strike  crippled  the  com- 
pany and  ended  with  concessions  that 
solidify  its  union's  hold  on  Verizon. 
Meanwhile,  the  company's  efforts  to  sell 
consumers  DSL,  a  high-speed  Internet 
connection,  have  been  plagued  by  de- 
lays and  lost  orders,  much  to  the  delight 
of  Verizon's  archrivals,  the  cable  compa- 
nies. And  a  public  offering  to  raise  $5 
billion-plus  for  its  wireless  arm  has  been 
repeatedly  postponed  because  of  lack  of 
investor  interest. 

All  those  stumbles  in  new,  high- 
growth  areas  come  just  as  Verizon's  tra- 
ditional businesses  are  under  attack  as 
never  before.  Selling  local  phone  lines 
has  begun  to  morph  from  a  high-mar- 
gin retail  monopoly  to  a  wholesale 
business  where  lines  sell  for  half  the  re- 
tail price.  Six  percent  of  Verizon's  lines 
were  sold  at  wholesale  last  year,  more 
than  double  the  amount  in  1999 — a 
worrying  acceleration  of  what  the  com- 
pany admits  is  a  "fundamental  change" 
in  the  business.  Pay  phone  and  toll  call 
revenues  are  falling,  too,  though  the 
company  won't  say  how  much.  Wall 
Street  hasn't  exactly  been  wowed  by  the 
new  giant — smaller  Baby  Bells,  SBC 
Communications  and  BellSouth,  sport 
price/earnings  ratios  of  18  and  17,  re- 
spectively, compared  with  only  15  for 
Verizon. 


Th  e  Nev 


Verizon  has  been  bulking  up  on  rich  telecom 
assets  for  four  years,  transforming  itself  into 
the  21st  century's  biggest  telephone  compan 
We're  about  to  see  if  size  really  matters. 


BY  SCOTT  WOOLLEY 
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Charles  the 
brash:  "We  have 
the  best  assets 
industry." 


l/la  Bell 


And  yet  the  two  "co-CEOs"  of  Veri- 
l  are  anything  but  sullen — in  fact 
y  are  downright  cocky.  Lee  holds  up 
iap  that  shows  how  Verizon's  indus- 
-leading  63  million  local  phone  lines 
:  clustered  in  67  of  the  country's 
gest  100  cities.  Then  he  waves  a  map 
Verizon's  wireless  network.  It  serves 


28  million  customers — again  more 
than  any  rival — in  97  of  those  100  mar- 
kets. A  final  map  shows  Verizon's 
17,500-mile  fiber-optic  network 
stretching  like  a  cobweb  between  the 
same  cities.  Rival  chief  executives  at 
AT&T,  WorldCom  and  SBC  will  soon  be 
eating  Verizon's  dust,  vows  Lee.  "You  go 


to  Mike  Armstrong,  he  doesn't  have 
maps  like  this.  You  go  to  Bernie  Ebbers, 
you  go  to  Ed  Whitacre — they  don't 
have  maps  like  this.  Nobody  has  maps 
like  this,"  Lee  boasts.  "We  have  the  best 
collection  of  assets  in  the  industry." 

The  Verizon  empire  was  built  for 
one  central  reason,  says  Seidenberg:  to 
offer  customers  a  complete  bundle  of 
services,  a  one-stop  telecom  shop.  He  is 
betting  that  Verizon  can  dominate  a 
wide  array  of  services,  selling  con- 
sumers local,  long-distance,  interna- 
tional and  wireless  calls  as  well  as  high- 
speed Internet  access.  Add  it  up  and 
you  get  monthly  bills  of  $200  or  more. 
"We're  bundle  freaks,"  says  Seidenberg. 

Other  telecom  giants  have  been  pur- 
suing the  same  vision,  albeit  none  as  ag- 
gressively as  Verizon.  Over  the  past  five 
years  a  frenzy  of  deals  worth  a  com- 
bined $740  billion  has  reshaped  the  tele- 
com industry,  according  to  figures  from 
Thomson  Financial  Securities  Data. 
Pieces  of  the  old  AT&T  that  had  been  di- 
vided in  ways  that  made  sense  to  regula- 
tors have  recombined  in  ways  that  make 
sense  to  the  marketplace.  Baby  Bells 
merged  with  their  siblings.  Cellular 
companies  linked  together  to  offer  na- 
tionwide coverage.  Long-distance  com- 
panies merged  with  cable  companies 
and  local  phone  companies. 

No  one  went  quite  as  merger  crazy  as 
Ivan  Seidenberg.  In  1997  Seidenberg, 
then  the  head  of  Nynex,  started  what 
would  become  a  string  of  deals  tying  five 
major  companies  together  under  the 
Verizon  brand.  First  he  merged  Nynex 
with  neighboring  Bell  Atlantic.  Then  he 
merged  his  wireless  business  with  Voda- 
fone's  U.S.  operations  (which  themselves 
were  built  from  the  merger  of  AirTouch 
and  PrimeCo),  keeping  55%  of  the  com- 
bined company,  and  management  con- 
trol. Finally  he  teamed  with  Lee  and 
GTE,  getting  19  million  more  local 
phone  lines  and  one  of  only  five  so- 
called  tier-one  Internet  backbones. 

And  so  it  is  Verizon — with  its  dom- 
inance of  everything  from  cell  phones 
to  phone  books — that  will  be  the  first 
company  to  show  the  world  whether 
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massive  scale  and  scope  really  are  the 
key  to  telecom's  future. 

Seidenberg  sees  the  speed  at  which 
long  distance  has  caught  on  in  New 
York  State — the  company  has  signed 
up  1 .4  million  customers  in  just  over  a 
year — as  early  evidence  that  his  master 
plan  of  selling  bundles  really  does  make 
sense.  He  argues  that  customers  gener- 
ally sign  up  for  a  combo  of  local  and 
long  distance  to  simplify  their  lives,  not 
to  save  a  few  bucks.  And  in  fact  Veri- 
zon's per-minute  long-distance  prices 
in  New  York  are  right  in  line  with 
AT&T's,  WorldCom's  and  Sprint's — 
about  8  to  10  cents  a  minute. 

Marketing  bundles  to  existing  cus- 


who  do  one  thing  very  well — the  exact 
opposite  of  the  Verizon  model.  "There 
are  two  worldviews  competing  here," 
says  Scott  Kriens,  chief  executive  of 
equipment  maker  Juniper  Networks. 
"One  is  that  you  can  be  all  things  to  all 
people.  The  only  problem  is  that  I  am 
unaware  of  any  case  in  history  where 
that  has  worked.  The  execution  of  that 
strategy  is  harder  than  the  declaration." 

Lee  and  Seidenberg  are  an  odd  pair- 
ing to  try  to  make  the  grand  Verizon 
experiment  work.  The  obvious  differ- 
ence is  in  their  personalities — "Ivan  is 
quiet  and  soft-spoken.  Chuck  is  Mr. 
Bubbles,  you  can't  shut  him  up,"  in  the 
words  of  one  former  executive.  Lee  is 


Smith.)  Lee,  who  spent  the  last  18  yea 
at  GTE,  seems  content  to  exit  with 
bang:  "My  career's  capstone  is  launcl 
ing  this  company,"  he  says. 

The  company  they  are  launching, ; 
both  Lee  and  Seidenberg  see  it,  is  nj 
just  a  mixture  of  stodgy  monopolia 
but  rather  a  sexy  telecom  growth  pla 
They  brashly  promise  to  take  reveni 
from  $63  billion  today  to  more  tha 
$100  billion  in  2005.  Earnings  p 
share,  up  a  measly  2.5%  last  year,  w 
grow  at  least  8%  this  year  and  12°/ 
plus  next  year,  they  vow. 

Hitting  those  numbers  requires] 
massive  gamble  on  wireless,  data  ail 
long  distance.  Since  1999  Lee  and  Se 


Chuck  and  Ivan's  Manifest  Destiny 


Verizon's  relentless  merger  binge  gives  it  both  the  most  cellular  customers  (orange  area  at  left)  and  local  phone  lines  (orange,  at  right) 


Source:  Verizon. 


tomers  also  gives  Verizon  a  big  cost  ad- 
vantage. Verizon  says  the  big  three  long- 
distance companies  spend  twice  what  it 
does  to  acquire  a  new  customer: 
roughly  $100  versus  $50.  That's  mainly 
because  stand-alone  long-distance  com- 
panies rely  on  cold-calling  people  at 
dinnertime  while  Verizon  can  hawk  the 
service  to  local  customers  who  call  it 
with  questions.  And  Verizon's  customer 
surveys  have  found  that  people  who  buy 
bundles  are  only  10%  as  likely  to  hop 
from  carrier  to  carrier  in  search  of  a  bet- 
ter deal.  A  bundle  buyer  is  "fundamen- 
tally a  better  customer,"  says  Larry  T. 
Babbio,  Verizon's  vice  chairman. 

But  while  the  bundle  is  a  popular 
idea  among  giant  telcos,  it  also  has 
plenty  of  detractors.  A  growing  school 
of  thought  holds  that  the  completely 
deregulated  telecom  world  of  the  not- 
too-distant  future  will  be  better  suited 
to  narrowly  targeted  service  providers 


older,  61,  with  an  Ivy  League  pedigree. 
The  54-year-old  Seidenberg  grew  up  in 
the  Bronx  and  worked  his  way  through 
night  school,  first  at  the  City  University 
of  New  York,  later  getting  an  M.B.A. 
from  Pace  University. 

Despite  their  differences,  and  de- 
spite sharing  the  awkward  title  of  "co- 
CEO,"  the  two  men  get  along  well,  ac- 
cording to  current  and  former 
executives.  They  share  adjoining  offices, 
talk  at  least  once  a  day  and  recently 
went  out  to  dinner  with  their  wives  to 
celebrate  Seidenberg's  birthday.  Lee 
matter-of-factly  credits  the  harmony 
mainly  to  an  agreement  that  he  will 
leave  as  co-chief  executive  in  just  over  a 
year  and  stay  on  as  a  nonexecutive 
chairman  for  two  years  after  that.  (It's 
an  arrangement  the  ever-so-patient  Sei- 
denberg has  down  pat — during  the  Bell 
Atlantic-Nynex  merger  he  struck  a  sim- 
ilar deal  with  Bell  Chief  Raymond 


denberg  have  boosted  the  company 
annual  capital  spending  budget  $31 
billion,  or  24%.  All  of  that  increase 
being  devoted  to  building  up  the  thrj 
high-growth  businesses — erecting  c< 
phone  towers,  stringing  new  fiber  na 
works  and  upgrading  phone  lines 
carry  high-speed  data.  Spending  o 
Verizon's  voice  network  will  actual 
start  declining  this  year,  to  $5.5  billio 
down  3.5%. 

Some  analysts,  including  Jack 
Crubman  of  Salomon  Smith  Barne 
say  the  company  must  bet  even  mo 
boldly.  He  thinks  it  should  stop  spen 
ing  $4  billion  a  year  on  dividends,  fre 
ing  it  to  plow  its  entire  $8  billion  in  ri 
income  back  into  growth  businesses. 

Rather  than  dipping  into  the  dn 
dends,  Seidenberg  is  counting  on  Vei 
zon's  lucrative  long-distance  busine 
getting  off  the  ground  quickly.  Almc 
50%  of  long-distance  calls  made  in  oi 
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t  of  Verizon's  sprawling  territory 
i  in  another  part.  The  company  can 
y  those  calls  on  its  existing  network, 
whatever  it  charges  is  essentially  pure 

at. 

Currently  Verizon  can  offer  long 
ance  only  to  the  customers  of  the 
ner  GTE  and  anyone  in  New  York 
:e,  giving  it  a  customer  base  of  5 
lion.  But  the  floodgates  may  finally 
opening.  Massachusetts  should  fol- 
in  New  York's  footsteps  this 
nth;  New  Jersey  and  Pennsylvania 
likely  take  the  handcuffs  off  later 
;  year.  If  all  those  states  fall  into 
:e,  Verizon  could  replace  Sprint  as 
third-biggest  long-distance  carrier 
letime  next  year. 

The  same  restrictions  that  bar  Veri- 
from  carrying  phone  calls  long  dis- 
ces  also  bar  it  from  hauling  data 
und  the  country.  In  the  Bell  At- 
tic-GTE  merger  the  company  was 
:ed  to  spin  off  GTE's  Internet  back- 
ie  into  a  separate  company,  dubbed 
mity.  When  Verizon  gets  long-dis- 
:e  approval  in  roughly  95%  of  its 
es,  it  will  trigger  an  option  that  gives 
1  80%  stake  in  Genuity  as  well  as  full 
rational  control.  That  immediately 
iks  Verizon  into  Genuity's  17,500- 
e  fiber  backbone,  which  connects 
major  U.S.  cities. 

Folding  in  Genuity  will  immediately 
ce  it  easier  for  Verizon  to  sell  services 

big  businesses, 
lay  the  company 

compete  for  less 
l  10%  of  Goldman 
iis'  telecom  spend- 
,  Lee  grouses,  de- 
e  the  fact  that  the 
investment  bank  is 
ed  in  New  York, 
;re  Verizon  is  osten- 
y  deregulated, 
dman,  like  most 
lpanies,  has  other 
t  Coast  offices  that 
izon  can't  yet  serve. 
By  2005  Verizon  ex- 
ts  its  data  revenue 
more  than  triple, 
iping  to  $20  billion, 

ambitious    target       Source:  Verizon. 


Ambitious  targets  call  for  data 
and  wireless  to  explode,  while 
new  long-distance  markets  pre 
vent  a  drop  in  phone  revenues. 
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Seidenberg  and 
Lee  make  for  an 
odd  partnership. 
"Ivan  is  quiet  and 
soft-spoken. 
Chuck  is  Mr.  Bub- 
bles, you  can't 
_shut  him  up." 

that  assumes  Verizon  will  also  manage 
to  capture  a  big  chunk  of  the  consumer 
data  market.  Like  all  local  phone  com- 
panies Verizon  is  betting  on  DSL,  a  tech- 
nology sending  data  over  regular  phone 
lines  at  up  to  20  times  the  speed  of  56k 
modems.  Fearful  that  cable  companies 
will  capture  customers  first,  Verizon  is 
rolling  out  DSL  as  quickly  as  it  can.  It 
now  has  400,000  retail  customers  and 
signs  up  about  3,500  every  day. 

Right  now  the  company's  DSL  rev- 
enues are  running  at  an  annualized  rate 
of  about  $250  million,  well  under  1% 
of  its  total  revenues.  But  the  potential 
for  DSL  is  vast.  Verizon  says  it  can  reach 
at  least  60%  of  its  residential  customers 
with  DSL.  If  half  of  those  ultimately  sign 
up,  at  current  rates 
DSL  would  be  a  $6  bil- 
lion market. 

Verizon's  DSL 
push  is  one  pressing 
example  of  its  desper- 
ate need  to  make  its 
sluggish  old  Bell  bu- 
reaucracy more  fleet- 
footed.  The  company 
admits  it  "physically 
can't"  roll  out  the  ser- 
vice any  faster  than  it 
currently  is,  despite 
huge  demand.  Veri- 
zon, like  all  DSL  carri- 
ers, has  developed  a 
reputation  for  making 
the  technology  a  huge 
headache  to  install.  "I 


On  Verizon's  Horizon 


International 


2005E 


read  the  newspaper.  I  read  the  cus- 
tomer letters,"  says  Babbio.  "And  I 
have  to  tell  you  that,  unfortunately,  in 
a  lot  of  cases  that's  true.  People  do  get 
lost  in  the  system  because  a  lot  of  the 
systems  are  new."  How  much  business 
has  the  company  lost  to  cable  as  a  re- 
sult of  its  troubles?  Verizon  can't  say. 

Lee  and  Seidenberg  have  the  highest 
hopes,  in  the  long  term,  for  wireless. 
They  think  they  can  increase  wireless 
revenue  from  $14  billion  last  year  to 
$35  billion  in  2005.  Verizon  just  paid 
$8.8  billion  for  new  licenses  to  get  big- 
ger slices  of  the  airwaves,  more  than  any 
other  wireless  carrier  spent.  The  com- 
pany is  also  moving  aggressively  out- 
side the  continental  U.S.  and  now  con- 
trols the  biggest  cell  phone  company  in 
Puerto  Rico,  as  well  as  stakes  in  compa- 
nies in  Mexico,  Canada  and  the  Do- 
minican Republic. 

Even  if  Verizon  meets  only  some  of 
Lee  and  Seidenberg's  lofty  goals,  the 
company's  shareholders  could  be  well 
rewarded.  Unlike  AT&T,  which  saw  its 
core  long-distance  business  fall  off  a 
cliff,  Verizon's  local-line  revenue  will 
decline  gradually,  allowing  it  to  milk 
billions  in  profits  for  decades  to  come. 
And  its  industry-lagging  multiple  gives 
the  stock  little  place  to  go  but  up. 

Seidenberg  says  that  the  company  is 
done  with  major  mergers  for  at  least  a 
year  or  two,  and  he  scoffs  at  talk  on 
Wall  Street  that  he  might  buy  World- 
Com or  Sprint.  "People  have  been 
thinking  of  consolidation  in  a  North 
American  setting.  That  ignores  the 
global  opportunities,"  he  says. 

A  big  international  acquisition  is 
where  the  company's  next  big  move 
will  likely  come  in  2002  or  2003.  "We 
make  no  pretense  of  having  a  global 
network  that  can  serve  the  entire 
planet.  I  think  we  are  still  a  work  in 
progress,"  says  Seidenberg. 

Lee,  characteristically,  makes  the 
brashest  claims  about  Verizon's  future. 
He  waves  off  the  thought  that  Verizon 
will  be  anything  less  than  the  preemi- 
nent telecom  company  of  the  21st  cen- 
tury. In  fact,  if  he  and  Seidenberg  can't 
live  up  to  that  goal,  he  says  with  a  flour- 
ish, "then  we  should  be  shot."  F 
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Third  (De)  Generation 

As  bubbles  go,  America's  Internet  has  some  serious 
competition:  European  wireless. 


BY  QUENTIN  HARDY 

SPECULATIVE  MANIAS  ARE 
not  confined  to  northern 
California.  There  was  a 
big  one  last  year  in  Europe, 
and  it  could  end  up  consum- 
ing tens  or  hundreds  of  bil- 
lions of  dollars. 

The  speculation  sur- 
rounded the  "third-genera- 
tion," or  3G,  wireless  market. 
Giants  like  Deutsche  Telekom 
and  Vodafone,  along  with 
smaller  outfits,  bid  a  staggering 
$103  billion  for  radio  spectrum 
in  16  European  countries  to 
capture  this  new  technology. 
Tack  on  an  estimated  $200  bil- 
lion for  the  equipment  to  up- 
grade to  3G,  and  you're  look- 
ing at  an  abyss  of  spending 
with  no  clear  path  to  a  corre- 
sponding amount  of  revenue. 

"They've  bet  their  compa- 
nies on  this  and  don't  know  what  they 
are  going  to  do,"  says  Afshin  Mohebbi, 
president  of  worldwide  operations  at 
Qwest.  "They  overpriced  the  air." 

Such  spending  fever  has  touched 
U.S.  carriers,  too.  Verizon  Wireless  just 
signed  a  $5  billion  deal  with  Lucent  to 
upgrade  its  network  to  3G.  But  the  big 
debacle  is  going  to  be  in  Europe. 

Third-generation  wireless  (the  first 
two  were  analog  and  the  current  ver- 
sion of  digital)  can  move  data  at  384 
kilobits  a  second,  six  times  the  speed  of 
a  good  computer  modem.  Visions  of 
video  conferencing  on  mobile  phones 
danced  through  executives'  heads  when 
capital  markets  were  still  frothy  in  early 
2000.  But,  like  the  dot-coms,  few  carri- 
ers have  any  inkling  how  their  fantasies 
will  become  profitable. 

"It's  too  early  to  say  how  we'll  price 
3G  or  what  the  popular  services  will 
be,"  says  an  official  at  Vodafone.  Never 
mind  that  Vodafone's  Spanish  license 


Deutsche  Telekom's  Chairman,  Ron  Sommer  (I),  and 
Vodafone's  Chief  Executive,  Christopher  Gent  (r), 
spent  billions  on  spectrum  but  don't  know  what  to  sell. 

%  change  in  price  from  3/20/00  to  3/20/01 


-87.8% 


-45.5% 

Sources:  Interactive  Data 
Corp.  via  FactSet  Research 
Systems;  Bloomberg. 


Phoney  Money 


Europe's  3G  auctions  began  just  as  the  tech  bubble 
burst.  Now  these  phone  companies  must  build  big 
businesses  with  a  lot  less  equity  capital. 


mandates  that  it  start  offering  3G  in  26 
cities  there  by  the  end  of  the  year. 

In  a  recent  speech  about  the  pend- 
ing $26.7  billion  acquisition  of  U.S. 
companies  VoiceStream  and  Powertel, 
Deutsche  Telekom  dazzled  investors 
with  charts  projecting  25  million  3G 
users  by  2010.  There  are  none  now.  But 
DT  still  doesn't  know  exactly  what  it 
will  sell  and  at  what  price. 

Not  everyone  is  clueless.  France 
Telecom,  which  spent  about  $5  billion 
for  3G  licenses  in  France  (plus  a  total  of 
$16  billion  in  nine  other  countries), 
plans  to  offer  sites  dedicated  to  plea- 
sures such  as  sports,  cinema  and  cars, 
with  full-motion  video  clips,  chat 
groups  and  commerce.  It  hopes  to 
charge  $4  or  $5  a  month  for  exclusive 
video  replays  of  every  soccer  goal 
scored  by  a  major  French  team. 

France  Telecom  now  has  14  million 
wireless  voice  customers  in  France,  but 
only  600,000  are  signed  up  for  its  cur- 


■ 
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rent  wireless  data  service.  El 
if  the  company  can  move  I 
its  customers  to  3G,  it's  ga 
to  have  to  get  an  event] 
$1,500  in  revenue  from  ei 
to  pay  for  its  $5  billion 
spectrum  licenses  and  the 
billion  or  so  in  equipm 
costs. 

Now  add  on  costs  for  c 
tent  like  those  soccer  goals  s 
the  cost  of  subsidizing  th 
video  phones — including  a  c 
pie  of  extra  batteries  with  e 
phone.  It  turns  out  that  com 
uous  3G  video  shortens  battery 
from  eight  hours  to  two  hours  or  k 
Investors  have  belatedly  woken 
to  the  possibility  that  they  are  look 
at  another  Iridium  here.  The  Europ> 
firms  have  seen  their  market  valuatii 
shrink  by  hundreds  of  billions  of  c 
lars  in  a  year.  The  valuations  of  mai 
facturers  that  sell  3G  equipment  hi 
also  fallen.  Rather  than  extend  ere 
to  the  phone  companies,  manufact 
ers  say  they  would  prefer  to  sell ; 
loans  off  to  Wall  Street.  Banks  are 
going  to  finance  equipment  purchc 
except  by  solid  borrowers  like  Brit 
Telecom  or  Deutsche  Telekom. 
Some  U.S.  operators  insist  tl 
won't  succumb  to  3G  mania.  Qwes 
planning  a  go-slow  approach  to  di 
since  it  is  still  building  a  voice  wire: 
business  in  additional  markets.  Oth 
are  speeding  up:  Sprint  PCS,  which  usi 
technology  different  from  the  Eu 
peans',  says  it  will  build  a  144-kilobit 
tionwide  data  system  for  $800  million 
mid-2002.  Most  European  compar 
now  plan  to  gradually  move  over  to 
with  upgrades  to  existing  equipm 
that  will  double  speeds  to  20  kilobits 
second,  then  double  that.  Even  then 
technology  may  not  pay.  British  Te 
corn's  Genie  unit,  a  successful  wire! 
data  carrier,  isn't  profitable  after  t 
years  and  an  investment  of  $240  milli 
The  European  phone  companies 
say  they  are  committed  to  3G.  If  no 
ing  else,  they  need  the  spectrum 
carry  more  voice  traffic  on  Europ 
clogged  networks.  In  the  world  of  wi 
less,  voice  is  still  king. 
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ELIZABETH  MACDONALD 


Ul  That  Glitters 

mbol  Technologies  looks  lustrous.  But  a  lot 
rust  lies  just  beneath  that  shiny  surface. 


VITH  SO  MANY 
wireless  companies 
short-circuiting 
>e  days,  how  refreshing 
ee  Symbol  Technologies 
lging  up  there  at  a  re- 
t  $47  despite  a  $69  mil- 
1  loss  last  year.  One  of 
biggest  players  in  the 
-code  scanning  busi- 
s,  Symbol  claims  it's  ei- 
r  met  or  beat  earnings 
mates  in  3 1  consecutive 
irters;  its  revenues  rose 
'o  last  year  to  $1.5  bil- 
l.  "We  don't  see  a  soft- 
rig  in  our  overall  busi- 
s  activity,"  says  Tomo 
xnilovic,  Symbol's  chief  executive. 
Then  why,  buried  deep  in  Symbol's 
incial  filings,  do  you  find  a  discussion 
'a  worldwide  shortage  of  key  elec- 
Stc  components"  which  "has  had  an 
erse  impact"  and  could  slam  future 

is? 

Dig  behind  the  numbers,  there's 
able  brewing  at  the  Holtsville,  N.Y. 
ipany.  Look  at  operating  income  (or 
before  depreciation,  interest  and 
:s).  It  turned  positive  in  the  fourth 
irter  for  the  first  time  last  year,  to 
million.  That  came  about  partly  be- 
se  Symbol  let  its  bills  pile  up  to  $326 
lion  from  $187  million  in  the  third 
irter.  Symbol  also  vaporized  $107 
lion  in  inventories — selling  proba- 
at  a  discount  since  gross  margins 
to  37%  in  the  fourth  quarter  from 
'o  for  the  first  nine  months.  Mean- 
Lie,  its  customers  were  taking  a 
largic  99  days  to  pay  their  bills,  up 
n  72  a  year  ago. 

That's  nothing  compared  with  the 
:  acquisition  accounting  Symbol  did 
r  buying  rival  Telxon  in  December 
>rder  to  boost  future  results.  It  got 


the  company  cheap — 
$458  million,  all  stock, 
including  $107  million 
in  debt — compared  with 
the  $900  million  Symbol 
initially  offered  in  April 
1998.  That  was  before 
Symbol's  auditors,  De- 
loitte  &  Touche,  discov- 
ered that  Telxon  had 
tried  to  make  itself  look 
like  a  prettier  bride  by  reportedly  inflat- 
ing revenues  by  $14  million,  booking 
sales  of  products  that  only  went  to  a 
distributor.  That  prompted  an  investi- 
gation by  the  Securities  8c  Exchange 
Commission,  class  actions  and  a  re- 
statement of  three-and-a-half  years' 
worth  of  earnings. 

Now  for  the  accounting.  Symbol 
took  $274  million  in  one-time  charges 
for  the  acquisition,  a  tad  more  than  the 
$20  million  it  initially  reported  in  a  reg- 
ulatory filing  last  August.  (It  did  inti- 
mate then  that  the  costs  could  be 
higher.)  Kenneth  laeggi,  Symbol's  chief 
financial  officer,  says  the  charges  were 
mostly  Telxon  related,  for  discontinu- 


Customers 
are  faking 
a  lethargic 
99  days  to 
pay  bills. 


ing  products  and  such. 

Not  entirely.  Symbol  also  folded 
marketing  and  promotional  charges 
into  those  extraordinary  merger  ex- 
penses. A  cynic  might  suspect  that 
Symbol  used  the  cloak  of  the  Telxon  ac- 
quisition to  book  ongoing  expenses  as 
little-noticed,  one-time  writeoffs,  since 
Wall  Street  ignores  these  charges.  Sym- 
bol also  wiped  its  balance  sheet  clean  of 
Telxon  by  writing  off  Telxon's  plants, 
property  and  equipment.  In  all,  the 
company  reported  a  staggering  $336 
million  reduction  in  retained  earnings 
in  the  fourth  quarter  to  $408  million. 

So  what  did  Symbol  get  in  the 
merger?  Jaeggi  says  Symbol  got  "certain 
products"  and  an  additional  "$350  mil- 
lion in  annualized  revenue,"  among 
other  things.  But  that's  a  stretch,  given 
that  Telxon,  its  plants  mothballed, 
pulled  in  just  $20  million  in  fourth- 
quarter  sales. 

How  does  all  this  affect  net  profits? 

Symbol  reported  fourth- 
quarter  earnings  of  17 
cents  a  share.  But  factor  in 
the  numerous  charges  for 
Telxon  and  you  get  a  loss 
of  $1.26  a  share. 

Meanwhile,  Symbol 
has  quietly  set  up  a  series 
of  reserves.  Its  cookie  jar 
for  its  accounts  receiv- 
ables more  than  doubled 
to  $31  million  in  the 
fourth  quarter,  up  from  $12.9  million 
in  the  third.  That's  against  $454  mil- 
lion in  total  receivables.  Symbol  also 
set  aside  a  $73  million  reserve  for  its 
restructuring  charges,  in  case  the  com- 
pany is  in  danger  of  breaking  that 
string  of  meeting  earnings'  estimates. 

Technology  companies  are  opti- 
mists. It's  estimated  Symbol  will  save 
some  $75  million  from  the  acquisition. 
That  comes  out  to  32  cents  a  share,  or 
virtually  the  entire  gain  it's  expected  to 
get  for  all  of  2001.  Without  the  "sav- 
ings," Symbol's  earnings  would  likely  be 
flat,  or  worse.  In  a  slowing  economy, 
you've  got  to  wonder  if  an  outfit  like 
this  should  be  trading  at  $47  a  share.  F 
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Hair  of  the  Dog 

The  office  supplies  market  is  slow  and  many  retail- 
ers are  cutting  back.  So  why  is  Staples  expanding? 


BY  PAUL  KLEBNIKOV 

THIS  IS  ONE  OF  THE  WORST  RE- 
tail  times  anybody  can  re- 
member," claims  Thomas 
Sternberg,  the  founder  and 
chief  executive  officer  of  Sta- 
ples Inc.,  the  Framingham,  Mass.-based 
office  supplies  chain.  "Our  same-store 
sales  were  flat  last  quarter,  and  they're 
going  to  be  flat  again  this  quarter." 

That's  the  first  time  this  has  hap- 
pened to  Staples.  And  it's  quite  a  come- 
down. Sternberg,  after  all,  is  one  of  the 
giants  of  contemporary  American  retail- 
ing, a  pioneer  of  the  category-killer  re- 
tailing concept.  He  opened  the  first  Sta- 
ples superstore  in  1986  and  now  has  a 
network  of  1 ,307  stores  in  North  Amer- 


ica and  Europe.  Sales  and  earnings  grew 
30%  a  year  for  12  years.  The  stock  never 
paid  a  dividend  but  climbed  to  a  high  of 
$36  in  1999. 

So  much  for  the  past.  The  Nineties 
boom  is  over,  and  now  the  growth  of 
small  businesses  and  home  offices 
(Staples'  customers)  is  fizzling  out.  Per- 
sonal computer  sales  in  the  U.S.  were 
down  1  %  last  year  according  to  PC  Data. 
Staples  has  relied  on  PCs,  software  and  ac- 
cessories for  nearly  one-third  of  its  sales. 

On  the  surface  Staples'  financial  re- 
sults don't  seem  bad.  It  earned  S261  mil- 
lion (excluding  charges)  on  sales  of  $11 
billion  last  year.  At  a  recent  $16,  its  stock 
is  down  55%  from  its  alltime  high,  but  it 
is  still  selling  at  27  times  trailing  earnings. 


The  bad  news  is  in  til 
details.  Same-store  sal* 
growth  has  been  declinin 
for  years,  even  at  the  heigll 
of  the  economic  boom-' 
from  an  estimated  11%  t 
1996  to  4%  last  year  to  zer 
today.  Meanwhile,  accordin 
to  retail  analyst  Brian  Postc 
of  A.G.  Edwards,  new  Staples  stores  tak 
ever  longer  to  reach  the  productivity  c 
established  stores. 

True,  Staples'  biggest  rivals  are  doin 
even  worse.  Both  Office  Depot  and  01 
fice  Max  reported  negative  same-stoi 
sales  growth  last  quarter.  But  Staples  ha 
to  join  in  an  orgy  of  discounting  just  t 
keep  pace  with  the  previous  year's  sale 
The  fact  is  that  the  North  America 
market  is  getting  saturated.  The  textboo 
response  to  this  situation  is  to  retrend 
Office  Depot  is  shutting  down  70  ston 
(8%  of  its  total  in  the  U.S.)  and  cuttin 
1,600  jobs,  while  Office  Max  says  it  i 
shutting  50  stores  (5%  of  its  total)  an 
cutting  1,200  jobs. 

Sternberg  will  have  none  of  that.  Es 
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There's  no  going  back  once  you  start 
running  your  business  on  the  Internet. 
Fortunately,  you  can  rely  on  Lawson  to 
simplify  your  business  processes.  We've 
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Internet  solutions.  We'd  like  to  earn 
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www.lawson.com/success504b  or 
call  1-800-477-1357  code  504b. 


LAWSON 


Software 


PROVEN. 
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Staples  has  been  expanding  its  store 
base.  Now  that  strategy  includes 
Internet  and  catalog  sales. 

Number  of  new  stores  that 
Staples  will  open  this  year. 

The  number  of  stores  opened 
in  Atlanta  on  one  day  in  1999. 

Times  by  which  a  Staples 
customer  who  shops  the  store, 
catalog  and  Internet  outspends 
one  who  shops  only  the  store. 

panding  the  store  base  has  long  been  a 
key  to  Staples'  earnings  growth,  and  he  is 
not  about  to  give  it  up.  This  year  160  new 
Staples  stores  will  open  their  doors. 
Granted,  that's  not  as  many  as  originally 
planned,  but  it  is  a  12%  expansion  of  re- 
tail space.  Capital  expenditure  is  pegged 
at  $450  million,  down  only  slightly  from 
last  year's  $475  million.  Sternberg  seems 
to  have  chosen  the  classic  remedy  for  a 
hangover:  the  hair  of  the  dog  that  bit  you. 

But  why?  First  of  all,  he  rejects  the 
notion  that  the  North  American  market 
is  saturated.  "In  1989,  when  Staples  went 
public,  I  said  that  there  was  room  for 
1,000  office-supply  superstores  in  North 
America,  and  people  thought  I  was 
crazy,"  he  says.  "Today  there  are  3,000 
superstores,  and  I  believe  there's  room 
for  5,000." 

Who  knows?  Certainly  it  makes  sense 
to  add  new  stores  to  Staples'  small  but 
thriving  network  in  Europe.  But  the  ulti- 
mate salvation  in  North  America  may 
come  not  from  new  superstores,  but  from 
Staples'  catalog  sales  and  its  Web  site. 

The  highly  efficient  catalog  operation 
accounted  for  23%  of  Staples'  sales  and 
30%  of  its  operating  income  last  year.  By 
piggybacking  on  this  operation's  ware- 
house and  distribution  network,  the  Web 
site  has  excellent  prospects  for  success. 

Staples.com  has  had  its  share  of 
stumbles.  For  one,  Staples  launched  its 
Web  site  in  1998,  almost  a  year  after  its 
archrival,  Office  Depot,  made  the  move. 
It  had  to  spend  heavily  on  advertising 
and  promotion  to  catch  up.  Today,  Of- 
fice Depot  remains  the  largest  Internet 
office  supply  retailer  (with  close  to  $1  bil- 
lion in  sales)  and  has  consistently  made 


money  on  the  Web.  Staples.com  has  yet 
to  book  a  net  profit. 

Staples.com  also  stumbled  in  trying 
to  be  a  one-stop  shop  for  its  small-busi- 
ness clients.  The  Web  site  offers  a  whole 
gamut  of  services:  Internet  domain  reg- 
istration, legal  and  accounting  services, 
small  business  loans,  debt  collection  ser- 
vices, even  telecommunications  services. 
To  help  bind  all  these  offerings  together, 
Staples  bought  equity  stakes  in  nearly  half 
of  the  providers  whose  services  it  hawks. 

Not  so  smart.  In  January  Staples 
announced  a  $206  million  writeoff  on 
its  telecommunications  business  and 
other  Web  investments. 

Still,  the  core  of  Staples'  e-commerce 
business — selling  office  supplies  over  the 
Web — is  doing  very  well.  It's  growing 
much  faster  than  the  company  expected, 
with  revenues  rising  from  $94  million  in 
1999  to  $512  million  last  year.  This  year 
Sternberg  expects  the  Web  business  to 
rack  up  more  than  $800  million  in  sales 
and  be  profitable  by  year- 
end.  Among  other  things, 
the  success  of  both  Staples 
and  Office  Depot  on  the 
Web  forestalled  Amazon.com 
or  some  other  Internet  re- 
tailer from  coming  in  and 
taking  over  the  market. 

Office-supplies  retailing 
seems  tailor-made  for  the 
Web.  It's  a  commodity  busi- 
ness. You  win  by  offering 
greater  convenience  or  a  bet- 
ter price.  And  for  business 
clients  especially,  a  catalog  or 
the  Web  is  the  most  conve- 
nient way  to  get  supplies. 

This  should  also  be  the 
cheapest  way  of  buying  of- 
fice supplies,  because  it 
costs  less  to  sell  through  the 
catalog  or  the  Web  site  than 
through  the  stores.  But  Sta- 
ples chooses  not  to  pass  on 
the  savings.  "The  prices  are 
the  same,"  says  Sternberg. 
"We  want  to  present  a  uni- 
form face  to  the  customer." 

That  means  that  the  cat- 
alog and  Internet  operations 
can  book  a  higher  operating 


profit.  Return  on  net  assets  is  over  30 
for  the  catalog  and  should  be  the  sa 
for  the  Web  site  once  the  initial  custorj 
acquisition  investments  taper  off.  TJ 
stores  book  only  a  13%  or  14%  retu 
on  net  assets. 

So  why  open  more  of  them?  "We  1| 
to  saturate  markets,"  says  Joseph  Vass 
luzzo,  head  of  Staples'  real  estate  opei 
tions.  "We  want  to  be  a  convenience  c 
erator — our  customers  don't  want! 
spend  a  lot  of  time  trying  to  find  a  stc 
or  driving  to  a  store." 

The  problem  with  continued  exp^ 
sion  is  that  new  stores  tend  to  cannib 
ize  other  Staples  stores  in  the  area,  fii 
ther  hurting  same-store  sales.  T 
growing  Internet  business  only  adds 
the  problem. 

Sternberg  can  only  hope  the  retaili 
downturn  doesn't  last  too  long. 

Thomas  Sternberg  has  built  one  of  America 
most  successful  retail  chains  from  scratch. 
Maybe  that's  why  he  refuses  to  "Amazon"  il 
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Conquer 
and  Divide 

ITW  gets  results  by  breaking 
acquisitions  into  small  pieces. 


BY  MARK  TATGE 

SOMEBODY  FORGOT  TO  TELL 
W.  James  FarrelJ  that  the  con- 
glomerate went  out  with  the 
trilobite.  In  his  five  years  at  the 
helm,  sales  at  Illinois  Tool 
Works  have  doubled  to  $10  billion,  and 
earnings  have  grown  at  a  14%  com- 
pounded annual  rate — largely  because 
the  Glenview,  Ill.-based  manufacturer 
keeps  buying  disparate  businesses  and 
breaking  them  down,  squeezing  out  ever 
greater  efficiency  and  profits.  At  last 
count,  ITW  consisted  of  600  companies, 
most  with  sales  under  $50  million  a  year. 
They  produce  everything  from  plastic 
and  metal  components,  industrial  fluids 
and  fasteners  to  welding  products  and 
machinery  for  the  auto,  construction  and 
food  industries. 

How  is  this  gargantuan  organization 
knit  together?  "Seventy  percent  of  our 
revenues  come  from  businesses  where  we 
are  No.  1  in  our  niche,"  says  Farrell, 
sounding  a  lot  like  the  chief  of  General 
Electric.  If  ITW  can't  differentiate  itself 
from  the  pack,  it  takes  a  pass.  When  it 
pounces  on  a  target,  ITW  sucks  out  cor- 
porate overhead  and  strips  the  company 
down,  refocusing  it  on  the  20%  of  cus- 
tomers who  produce  80%  of  the  profits. 
That  invariably  means  splintering  the 
company  into  smaller  units  and  shifting 
most  decision  making,  save  major  capital 
expenses,  down  to  the  factory  floor.  No 
grand  synergy,  no  sweeping  economies 
of  scale.  The  parts  are  greater  than  the 
whole  (see  chart,  page  82).  "It  boils  down 
to  simplifying  and  taking  small  bites  at  a 
time,"  says  Farrell.  "We  fix  the  business 
first  so  you  have  lots  of  cash  that  you  can 
put  into  new  products."  Or  into  acquisi- 


tions, which  account 
for  25%  of  annual 
earnings  growth.  (An- 
other 25%  comes 
from  existing  opera- 
tions, and  50%  more 
from  margin  gains  on 
both  acquisitions  and 
core  businesses.) 

Founded  in  1912 
with  the  backing  of 
Chicago's  Smith  fam- 
ily, which  still  has  a 
20%  stake,  the  old  Illinois  Tool  Works 
was  a  leading  supplier  first  of  metal-cut- 
ting tools  and  electrical  controls,  then  of 
plastic  six-pack  holders.  It  didn't  start 
binge-acquiring  until  the  1980s.  Today  it 
bears  little  resemblance  to  conglomer- 
ates of  the  past.  Farrell  is  no  Charles  G. 
Bluhdorn,  who  built  Gulf  &  Western  into 
a  lunatic  assortment  of  auto  parts,  pub- 
lishing, motion  pictures,  zinc,  consumer 


financing  and  sugar.  And  you  won't  fij 
many  similarities  to  that  other  congloi| 
erate  whale,  ITT,  which  Harold  Gena 
turned  into  the  nation's  fourth-larg^ 
employer  by  getting  into  heating  oil,  < 
rentals,  publishing,  vending  machin^ 
hotels,  seeds,  junk  foods  and  dozens  | 
other  businesses. 

What  makes  ITW  different  from  fj 
typical  conglomerate,  Farrell  says,  is  th 
"we  don't  just  buy  companies  for  tl 
growth,  we  buy  them  because  they  su 
plement  our  existing  products." 

That  means  essentially  remakit 
companies,  as  it  did  at  the  Miller  Electij 
welding  plant  in  Appleton,  Wis.,  a  19! 
purchase  and  a  solid  example  of  ha 
ITW  atomizes  and  reconstitutes  a  bus 
ness.  The  then-$200  million  maker 
welding  power  units  was  languishim 
Miller  made  far  too  many  models  arj 
took  six  to  eight  weeks  to  build  a  weldfl 
"They  were  continually  hiring  temporal 


The  binge  acquirer:  James 
Farrell,  in  Illinois  Tool  Works' 
new-products  testing  lab. 
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ITW 

When  the  Parts  Are  Greater  Than  the  Whole 

Conglomerates  are  long  out  of  fashion,  but  ITW  is  redefining  that  corporate  structu 
with  a  small-is-better  approach.  The  company  has  600  separate  operating  units. 

%  of  Revenues 
of  operating  2001E  Growth 

revenue  income  ($bil)  potential 

FNGIHPERED  PRODUCTS  48%  50%  $5.6  6%-7% 

Wilsonart  makes  decorative  flooring  and  surfaces.  Minigrip/Zip-Pak  developed  zipper  technology  used  on  Zii 
bags.  Deltar  provides  automation  components  including  body  mounts,  seal  plugs  and  pac  nuts  to  automakers: 
also  produces  door  handles,  filtration  products  and  plastic  fasteners.  Paslode  makes  pneumatic  and  cordless 

fastening  systems,  nails  and  staples  for  the  construction  industry. 


SPECIALTY  SYSTEMS  47%  45%  $5.5  7%-8%. 

Hobart  makes  food-equipment  systems.  Miller  Electric  produces  arc  welders.  Hi-Cone  invented  and  makes 
recyclable  ring  packaging  for  beverage,  food  and  general  product  industries.  Signode  supplies  plastic  packagm 

and  strapping  systems. 


CONSUMER  PRODUCTS  4%  1%  $0  5  5% -6% 

Precor/Pacif  ic  Fitness  makes  aerobic  and  strength  exercise  equipment.  Florida  Tile  provides  ceramic  tiles  fo 
walls  and  floors.  West  Bend  makes  home  kitchen  appliances  such  as  coffeemakers,  breadmakers  and  toasters. 


LEASING  &  INVESTMENTS  1% 

ITW  invests  in  leases  of  equipment  and  mortgages. 


4% 


$0.15 


unknown 


Sources:  ITW.  Goldman  Sachs. 

workers  because  they  couldn't  get  prod- 
uct out  the  door,"  says  Dennis  J.  Martin, 
the  ITW  executive  vice  president  in 
charge  of  turning  Miller  around. 

Martin  discovered  that  60%  of  a 
welder's  cost  was  raw  materials.  The 
850,000-square-foot  plant  was  stuffed 
with  inventory.  It  stocked  100,000  differ- 
ent parts  even  though  it  only  used  22,000 
on  a  regular  basis.  Factory  layout  en- 
couraged overhandling  of  parts.  "Lots  of 
ants  were  scurrying  around  moving 
things  from  one  hole  to  another,"  recalls 
Martin.  He  reconfigured  the  plant, 
trimmed  the  number  of  parts  by  80% 
and  split  the  company  into  13  separate 
businesses,  each  with  its  own  P&L  state- 
ment and  a  general  manager.  ITW  bought 
a  filler  metal  business  to  supplement 
equipment  sales  and  began  bundling 
welding  units  with  accessories.  As  a  re- 
sult, Miller  has  more  than  doubled  its 
revenues  and  boosted  operating  margins 
to  above  16%  (before  interest,  taxes  and 
depreciation). 

The  key  is  simplification,  all  along  the 
assembly  line.  Employees  are  encouraged 
to  redesign  their  workstations  for  greater 
efficiency  and  can  spend  up  to  $  1 ,000  on 
tools  and  productivity  enhancements. 
"The  people  in  the  front  office  don't  al- 
ways know  what's  going  on,"  says  Larry 
Schroeder,  51,  who  builds  welders  and 
has  been  with  Miller  12  years.  "They 
aren't  down  here  on  the  line." 


A  similar  reformulation  is  takj 
place  at  Hobart,  the  No.  1  food-equ 
ment  maker,  recendy  acquired  as  par] 
a  $3.4  billion  stock  purchase  of  Premi 
International.  ITW  managers  are  takl 
apart  the  entire  product  line,  examin) 
how  its  products  are  designed,  built,  sj 
and  used.  Farrell  thinks  he  can  doui 
Hobart's  profit  margin  within  five  yej 
to  15%  or  better. 

How  does  ITW  stack  up?  Goldrrj 
Sachs  analyst  Deane  Dray  says  its  op 
ating  margins  have  typically  averag 
18.6%,  higher  than  Danaher  (131 
Dover  (14.8%)  and  Tyco  (14.8%),  th) 
conglomerates  to  which  it  is  often  coi 
pared.  ITW's  sales,  general  and  admin 
trative  expense  are  also  lower,  runni 
18.7%,  compared  with  Danaher's  23.5 
Dover's  22.1%  and  Tyco's  20.7%. 

A  recent  warning  of  lower  first-qui 
ter  earnings — thanks  to  the  downturn 
the  automotive  and  industrial  markets 
isn't  likely  to  change  the  way  the  coi 
pany  does  business.  A  35-year  veteran 
ITW,  Farrell  concedes  there  is  a  limit 
how  big  he  can  grow  under  his  dece 
tralized  configuration.  He  currently  Y 
nine  executive  vice  presidents  reportii 
to  him,  each  responsible  for  about 
billion  in  sales.  ITW  could  probably  a< 
another  600  businesses  over  the  next  fi 
to  eight  years,  he  says.  And  afterwarc 
"That  will  be  somebody  else's  problem 
Farrell  grins.  "I'll  be  retired  by  then." 
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ack  in  1 994,  when  deregulation 
rill  an  American  blueprint,  we 
sd  out  a  plan  to  grow  our 
ess  well  beyond  our  Allentown, 
ylvania  roots. 

We  invested  in  the  future, 
"oday  those  investmenrs  are 
g  off. 

Dver  the  past  two  years,  our 
il  earnings  per  share  have 
lsed  by  75  percent.  PPL  common 
holders  enjoyed  a  roral  return  of 
)ercent  in  2000,  based  on  our  stock 
increase  rhar  was  more  than  twice 
)f  the  Dow  Jones  Utility  Average. 
vVve  invested  in  Montana,  a  key 
:  vast  and  growing  Wesrern  energy 
etplace.  Now  we  operate  13  power 
s  to  power  the  burgeoning  economies 
states. 

i  fact,  over  the  past  few  years,  we've 
t  to  be  a  leading  generator  of  electricity 
:  U.S.  with  power  plants  in  Maine, 
ylvania  and  Montana,  where  the 
loes  roam. 
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Allentown! 


One  rhar  has  never  lost  sight  of  its 
mission.  We  deliver  on  our  power. 
We  deliver  on  our  promises. 

We  can't  be  buffaloed. 

www.pplweh.com 
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Today,  we're  also  one  of  the  nation's  gi 
leading  marketers  of  elecrricity,  selling  in 
42  states  and  Canada. 

How  long-range 

pldnning  and  a  pioneering 
spirit  set  us  apart  from 

the  rest  of  the  herd. 

In  addition,  we  deliver  energy  to 
6  million  cusromers  in  rhe  United  States, 
Latin  America  and  the  United  Kingdom. 

All  this,  from  a  company  that  began 
as  a  local  energy  provider  for  eastern  and 
central  Pennsylvania. 
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Get  tomorrow's  technology  today. 
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Make  life  easier 


Delight  your  customers 


e-CRM.  It's  the 

Next  Generation  Internet 

Developing  a  close  bond  with  existing  customers 
is  proven  to  be  the  easiest  and  most  cost-efficient 
way  to  grow  your  business.  And  now,  with  wire- 
less technologies  and  the  Internet  coming  together, 
endless  opportunities  abound  to  deliver  conveni- 
ence to  your  busy,  always  on-the-go  customers. 
Mobile  e-CRM  solutions  from  Siemens  information 
and  Communication  Networks  allow  you  to  serve 
your  customers  via  an  ever-changing,  ever-grow- 
ing range  of  devices,  networks  and  applications. 
As  the  world's  largest  supplier  of  business 
communication  solutions,  we're  used  to  delighting 
customers.  Perhaps  we  can  help  you  do  the  same. 

mobile  business 


Saying  "Yes  We  Can"  to  any  need 
wasn't  our  biggest  challenge. 
Finding  adequate  parking  was. 


Yellow  says  "Yes  We  Can"  to  virtually  any  shipping  need.  We  provide  the  most  comprehensive  portfolio  of  services 

industry,  including: 

Exact  Express  :  Expedited,  time-definite  air  and  ground  service.  Same  day.  next  day  and  any  day,  by  hour  and 
weekend  sen/ice.  Featuring  proactive  notification  and  the  industry's  only  100%  Satisfaction  Guarantee. 
Definite  De livery ^:The  only  guaranteed  sen-ice  with  constant  monitoring  and  proactive  notification  for  standard 

time  shipments. 

Standard  Ground:  The  fastest,  most  reliable  ground  service  with  more  direct  points  than  any  other  carrier. 
Cross-Sorder:  Door-to-door  transportation  solutions  between  Canada,  the  U.S.  and  Mexico. 
Global:  Fuily  integrated  international  solutions  via  air,  ocean  and  land. 

So  no  matter  where,  when  or  how  you  need  something  shipped,  you  know  what  the  Yellow  answer  will  be. 
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lousing 
loax 

|)therhood.  Apple 
I,  Buying  homes 
margin.  Dare  we 
sticize  them? 


IRA  CARNAHAN 

1  m    JBHEN  FRANCINE  LITTLE,  A 

I  S  hotel    room  cleaner, 

III  bought  a  S 1 25,000  three- 

m  bedroom  house  in  Capi- 

I    W    to!  Heights,  Md.,  she 
Ight  it  would  mean  a  better  life  for 
Kids.  Little  had  always  rented  apart- 
Its.  But  with  the  government  insuring 
Inortgage,  and  with  help  from  her 
ler,  she  got  the  house  by  putting  just 
lown.  Now,  three  years  later,  Little  is 
g  foreclosure.  Does  she  regret  buy- 
"Sometimes,"  she  sighs, 
o  does  Lisa  Smith.  The  summer 
in  1997  when  she  and  her  three 
moved  into  a  $129,000  house  in 
ens,  N.Y.  "was  the  best  day  in  the 
id,"  she  told  a  Senate  committee  in- 
gating  lending  abuses.  But  within 
^ears  Smith  was  forced  to  take  out 
id  and  third  mortgages  to  cover  re- 
By  the  following  year  she  had  lost 
louse  and  filed  for  bankruptcy.  "I 
:  this  never  happens  to  anyone 
'  she  said.  "Although  my  credit  has 
totally  destroyed,  I  feel  so  much 
r  that  I  left  the  house." 
ow-income  buyers  are  lured  into 
's  promoted  as  the  ultimate  Amer- 
dream.  Then  they're  hit  by  the 
tmares  familiar  to  middle-class 
rs:  costly  repairs,  falling  property 
s,  unemployment.  So  they  lose 
dream  homes,  ending  up  worse 
lan  if  they  had  continued  to  rent. 
>me  neighborhoods,  1 5%  of  Fed- 
Housing  Administration  insured 
tgages  have  gone  into  default  or 
losure  within  the  first  two  years. 


But  you'd  never  know  this  by  listen- 
ing to  America's  politicians,  who  are 
forever  promoting  new  programs  to 
entice  the  poor  to  buy  their  own 
homes.  President  Bush,  for  example, 
has  promised  to  start  an  American 
Dream  Down  Payment  Fund.  It  sounds 
like  a  good  idea:  A  federal  subsidy  could 
make  up  for  the  fact  that  tax  deductions 
for  homeowners  don't  do  much  for  a 
person  too  poor  to  profitably  itemize. 

But  the  government  does  plenty  al- 
ready to  push  universal  home  owner- 
ship. The  Federal  Housing  Administra- 
tion lets  borrowers  take  mortgages  with 
less  than  5%  down.  The  Department  of 
Veterans  Affairs  requires  nothing.  The 
Department  of  Housing  &  Urban  De- 
velopment leans  on  Fannie  Mae  and 
Freddie  Mac,  both  federally  chartered, 
to  buy  low-income  mortgages.  The 
Community  Reinvestment  Act  pres- 
sures banks  to  lend  in  areas  deemed 
"underserved."  And  then  there  is  a  vast 
public  relations  campaign,  including 
home-buying  fairs  and  advertising. 

Underlying  all  this  activity  are  two 
articles  of  faith:  Home  ownership  is  a 
safe  investment,  and  what's  good  for 
the  middle  class  must  be  good  for  the 
poor.  Neither  is  true. 

Just  ask  Sonia  Pratts,  who  sank 
everything  she  had  into  a  down  pay- 
ment on  an  $80,000  money  pit  in  Hol- 


lywood, Fla.  "My  life  and 
my  husband's  life  have 
been  devastated,"  she  told 
a  Senate  committee.  "We 
are  just  getting  by  on  our 
paychecks  and  could 
never  hope  to  make  the 
needed  repairs,"  she  said. 
"My  dream  home  is  now  a 
nightmare." 

Even  houses  in  good 
condition  are  risky.  Over 
the  past  two  decades  44 
out  of  51  states  (including 
the  District  of  Columbia) 
have  seen  five-year  peri- 
ods in  which  someone 
buying  at  the  start  would 
have  lost  money  selling  at 
the  end,  say  Yale  econo- 
mists William  Goetzmann 
and  Matthew  Spiegel  in  a  recent  study. 

They  note  that  while  the  volatility  of 
housing  prices  may  not  appear  overly 
high,  the  number  understates  the  risk. 
Why?  Price  trends  for  houses,  unlike 
those  for  stocks,  carry  over  strongly 
year  to  year.  "Once  a  local  housing 
market  drifts  lower  it  may  be  a  long 
time  before  it  recovers,"  they  write. 

A  little  volatility  can  do  a  lot  of 
damage  to  someone  buying  on  margin, 
says  Penn's  Christopher  Mayer.  If  a 
buyer  puts  down  2.5%  and  the  house 
drops  in  value  by  5%,  what  does  he  do 
if  he  needs  to  move?  Just  to  sell  the 
house  he  has  to  come  up  with  new 
cash.  If  he  doesn't  have  it,  he  may  take  a 
hike,  leaving  some  bank  or  federal 
agency  to  take  a  loss  while  he  takes  a  hit 
to  his  credit  standing.  Or  he  may  hang 
in,  struggling  with  payments  and  stick- 
ing around  in  a  bad  job  market.  Right 
there  is  a  side  effect  of  home  ownership 
that  Fannie  Mae  didn't  tell  you  about: 
higher  unemployment.  A  1996  study  by 
economist  Andrew  Oswald  suggests 
that  a  10%  rise  in  home  ownership 
leads  to  a  2%  rise  in  unemployment. 

Prosperous  people  have  a  habit  of 
owning  their  homes  and  leasing  their 
cars.  Less  prosperous  families  tend  to 
do  the  reverse.  They  may  have  a  better 
idea  of  what's  good  for  them  than  the 
government  does.  F 
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When  dividends  grow,  successful  companies  can,  too, 


There  are  no  sure-fire  ways 
to  determine  if  a  company  will 
be  successful.  But  growing  divi- 
dends can  be  a  pretty  strong 
indication  that  a  company  has 
solid  fundamentals.  And  solid 
fundamentals  can  lead  to  increased 
earnings. 

That's  the  basis  of  the  Fidelity 
Dividend  Growth  Fund.  It  invests 
primarily  in  companies  that  have 


the  potential  to  grow  dividends, 
regardless  of  the  industry,  so  it  can  be 
a  well-diversified  stock  fund. 

While  the  fund  doesn't  directly 
disburse  the  dividends,  the  fact  that 
it's  based  on  them  can  make  it  a 
unique  holding,  and  may  lend 
strength  to  your  financial  portfolio. 

Put  the  expertise  and  service  of 
Fidelity  to  work  for  you  to  help  you 
see  yourself  succeeding. 


Fidelity 

Dividend  Growth 
Fund 

Dividends  can  tell  you  a  lot  about  the  health  of  a  compam 

1  year  5  year  Life  of  Fund 


12.25% 


22.53% 


22.71% 


Returns  as  of  12/31/00/  Past  performance  is  no  guarantee  of  future  results.  Mutual  fund  performance  changes  over  time 
and  currently  may  be  significantly  lower  than  stated.  Most  recent  performance  data  is  published  online  at  each  month 

end.  Please  visit  Fidelity.com  or  call  Fidelity  for  current  performance  figures.  Stock  values  fluctuate  in  response  to  the 

activities  of  individual  companies  and  general  market  and  economic  conditions. 


MMMMS 


Fidelity 


Investments 


1-800-FIDELITY  Fidelity.com 


For  more  information  on  any  Fidelity  fund,  call  for  a  free  prospectus  and  read  it  carefully  before  investing. 
TDD  SERVICE:  1-300-544-0118  for  the  deaf  and  hearing  impaired  9am-9pm  ET. 

'Life  of  fund  is  as  of  inception  date:  4/27/93.  2Average  annual  total  returns  for  the  period  ending  12/31/00  include  changes  in  share  pi^ 
and  reinvestment  of  dividends  and  capital  gains.  Share  price  and  returns  may  vary  and  you  will  have  a  gain  or  loss  when  you  sell  your  a 
Fidelity  Distributors  Corporation.  1 
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I The  2001  Personal  Investment  Planning  Gu 
ast  year's  tech  stock  decline  had  some  in- 
vestors joking  that  their  401  (k)  was  now  a 
I  201  (k).  Investors  who  saw  their  portfo- 
lios shrink  when  the  tech  stock  bubble  burst 
may  have  learned  their  true  comfort  level  for 
risk.  If  Mary  Poppins  had  been  a  financial  advis- 
er, she  would  be  wagging  her  finger  and  stat- 
ing, "Diversification  is  all!"  Is  there  a  spoonful 
of  sugar  to  help  this  medicine  go  down?  We 
queried  experts  in  the  field  on  trends  and 
changes  in  the  marketplace.  Here  is 
what  they  had  to  say. 


eral  decades.  These  are  demograpri| 
vers  that  are  not  going  away." 

Zultowski  believes  that  market  shii 
the  last  year  have  created  other  chs( 
that  are  spreading  through  the  inv 
population.  "The  biggest  concerji 
those  with  a  high  net  worth  is  retire) 
income,"  he  says.  "They  are  conce 
about  whether  they  will  have  en* 
money  for  retirement.  They  wai 
make  sure  the  assets  they've  accurr 
ed  don't  take  a  dramatic  dive  in  valu 
People  are  retiring  earlier  —  at  age 
—  and  living  longer  these  days, 
means  their  retirement  income  hi 
stretch  much  further  than  it  did  in  e 
times. 

"A  lot  of  senior  corporate  executl 
wealth  is  also  tied  up  in  stock  optic 
Zultowski  says,  "especial 
younger  ones  with  thei 
est  run  in  front  of  1 


Wealth  Management 

"The  biggest  change  in  the  last  year  is 
the  softening  of  the  economy  and  the 
impact  it  has  had  on  high-net-worth 
investors,"  says  Walter  Zultowski,  senior 
vice  president,  Marketing  and  Market 
Research,  Phoenix  Home  Life  Mutual 
Insurance  Company.  "Some  say  the 
growth  of  wealth  has  slowed,  the  bubble 
has  popped,  the  high-tech  dot-commers 
have  gone  away.  I  take  serious  exception 
to  that.  Technology  wealth  was  the  icing 
on  the  proverbial  cake." 


While  the  icing 
may  have  disap- 
peared, the  cake 
created  by  the 
incredible  wealth 
accumulation  of  the 
past  10  years  still 
exists.  "We  have  a  pop 


ulation  moving  through  their 
prime  discretionary  income  earning 
years,"  Zultowski  notes.  "Consider  that 
as  well  as  the  intergenerational  transfer    these  objectives." 
that's  going  to  happen  over  the  next  sev-      To  help  meet  your  financial  planj 


before  retirerr 
This  group 
most  stress) 
Citing  a  Phc 
2000  Wealth 
agement  Su> 
Zultowski  says 
"Seventy-foun 
cent  of  this  group 
to  find  ways  to  ret 
stress;  82%  say  they  wa 
retire  early.  You  need  a  strong,  c 
prehensive  financial  plan  to  help  r 


(  chart  a  course 


FOR  THE  FUTURE.  ) 


la  in  Stay 


Funds 


MainStay  Funds  offer  consistency,  quality  and 
performance  for  those  focused  on  achieving  their 
goals.  Contact  your  financial  advisor  for  a 
prospectus  and  more  information. 

www.mainstayfunds.com    1  -800-MAINSTAY 


MainStay 


SUE  VOUr  VISION  UUJ  investmo-  ' 

Management  LLC 

are  offered  through  NYLIFE  Distributors  Inc.,  300  Intcrpace  Parkway,  Building  A,  Parsippany,  N|  07054.  New  York  I  ife  Investment  Management  is  the  investor  m 
to  the  MainStay  Funds.  MainStay  is  a  division  of  New  York  Life  Investment  Management  LLC.  The  prospectus  contains  information  on  risks,  advisory  fees,  other 
and  share  classes.  Please  read  it  carefully  before  you  invest.  ©2001.  All  rights  reserved. 
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needs,  Zultowski 
notes  that  a  prop-  1 
er  wealth  man- 
agement strategy 
should  reflect  these 
three  fundamentals 
accumulation,  preservation 
and  transfer.  The  accumulation 
stage  of  life  is  not  limited  to  those  years 
prior  to  retirement,  when  you  also  may  be 
starting  a  family  and  saving  for  your  chil- 
dren's education  as  well  as  for  your 
golden  years.  Accumulating  should  ex- 
tend into  your  retirement  years  so  that 
you  can  take  advantage  of  an  uninter- 
rupted income  stream  to  fund  those 
leisure  activities  and  volunteer  hours 
you're  planning  for. 

You  must  continue  to  grow  your  assets 
while  taking  prudent  risks  —  those  risks 
that  have  genuine  possibilities  to  increase 
your  return.  Some  advisers  suggest  that 
you  keep  at  least  50%  of  your  portfolio 
invested  in  stocks.  If  you're  a  young 
investor,  you  may  want  to  be  100% 
invested  in  equities.  Even  if  you  retire, 
experts  advise  never  scaling  back  equi- 
ties below  39%. 

"Preserving  your  financial  wealth  can  be 
as  challenging  as  accumulating  it,"  Zul- 
towski says.  "Protecting  your  family  or 
business  after  you're  gone  is  another  key 
element  of  preservation  planning.  It's 
becoming  increasingly  important  to  work 
with  an  adviser  who  can  help  you  develop 
comprehensive  strategies  and  services." 

Over  the  next  50  years,  experts  predict 


Some  say  the  growth  of  wea] 
V  has  slowed,  the  bubble  has 
popped  ...  I  take  serious  exd 
to  that.  Technology  wealth  wj 
the  icing  on  the  proverbial  cal 

Walter  Zultowski,  Senior  Vice  President, 
Marketing  and  Market  Research, 
Phoenix  Home  Life  Mutual  Insurance  Cc 


that  a  minimum  of  $41  trillion  will  be 
passed  on  from  one  generation  to  another. 
Does  your  financial  plan  include  transferring 
money  to  your  heirs,  or  charitable  giving 
bequests?  You  may  want  to  consider  a 
family  foundation  if  you  want  to  help  con- 
trol how  your  assets  are  used  to  improve 
the  world.  "Whether  you  want  to  share  the 
rewards  of  your  life's  work  with  heirs  or 
benefit  a  cause  or  charity  that's  important 
to  you,"  says  Zultowski,  "you  should 
include  legacy  planning  in  your  overall  finan- 
cial plan." 

Have  you  taken  the  time  to  properly 
calculate  your  net  worth?  Consider  the 
investments  in  your  company  retirement 
plan,  the  stock  options  you  received  last 
year  and  your  rainy  day  fund,  as  well  as 
any  mutual  funds  or  IRAs  you've  accu- 
mulated. If  you've  started  saving  for  col- 
lege, include  that  amount.  If  you're  like 
most  investors,  your  money  is  invested 
in  a  variety  of  ways,  which  can  make  it 


difficult  to  complete  the  picture  and 
if  you're  on  track,  diversification-wisi 
may  be  like  some  investors,  con 
about  where  to  invest  or  how  much) 
need  to  meet  your  financial  goals, 
and  more  investors  are  turning  to  tr 
professional  advisers  for  help. 

How  to  Choose  a  Financial  Advis 

An  adviser's  job  is  to  comprehend  a 
variety  of  financial  planning.  The  pi 
sional  provides  the  expertise  that  in 
ual  investors  often  don't  have  the  til 
inclination  to  acquire,  and  can  te 
investors  about  the  appropriate  strat 
for  their  situation.  When  you  hire  a 
cial  adviser,  you're  hiring  direction 
correct  direction  may  mean  the  c 
ence  between  understanding  your 
and  whether  or  not  you  achieve  t 
That  difference  can  be  significantly  ir 
tant  to  you  in  the  long  run. 
All  the  areas  of  a  solid  financial 
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it 


should  work  together.  To  create  a  detailed 
financial  plan  tailored  to  your  needs,  you 
need  to  examine  some  key  areas  of  the 
financial  planning  process.  Focal  points 
include  your  current  financial  position, 
investment  planning,  income  tax  plan- 
ning, protection  planning,  retirement  plan- 
ning and  finally,  estate  planning.  Concen- 
trating on  these  issues  will  help  you  to 
refine  the  financial  planning  process. 

How  you  choose  someone  who  can 
help  you  articulate  and  realize  youi  financial 
plan  is  a  very  personal  process.  "Finding  a 
financial  adviser  is  as  important  as  finding 
the  right  doctor,  lawyer  or  tax  accountant," 
says  Tom  Eggers,  vice  chairman  of  the 
Dreyfus  Corporation.  "Say  you're  a  couple 
with  young  children  moving  to  a  new  city. 
One  of  the  first  questions  you  start  asking 
people  is  'Who  is  the  best  pediatrician  in 
town?'  You  should  give  the  same  care  to 
choosing  a  financial  adviser." 

Eggers  suggests  talking  to  friends  and 
relatives  to  find  referrals  before  setting  up 
interviews.  Go  armed  with  pencil  and  paper 
as  well  as  relevant  financial  documents. 
"Ask  questions,"  he  says.  "How  long  have 
you  been  doing  this?  What  kind  of  continu- 
ing-education  forums  do  you  attend?  What 
do  you  specialize  in?  Who  can  I  call  to  get  a 
referral?  Can  I  call  someone  I  don't  know?" 

The  general  rule  of  thumb,  adds 
Eggers,  is  to  choose  an  adviser  who  has 
more  than  three  years  of  experience.  It  is 
also  important  to  find  someone  whose 
style  fits  your  own.  "You  need  to  have 
the  same  kind  of  trust  that  you  feel  with 


Finding  a  financial  adviser  is  as 
important  as  finding  the  right 
doctor,  lawyer  or  tax  accountant.  ■  ■ 
—  Tom  Eggers,  Vice  Chairman,  *  " 
Dreyfus  Corporation 


your  doctor.  If  you're  the  kind  of  person 
who  needs  a  lot  of  information,  make  that 
clear.  You  need  to  achieve  a  comfort  level 
with  this  person." 

Once  you've  chosen  an  adviser,  you 
need  to  develop  a  plan  together.  Eggers 
believes  there  is  a  direct  correlation 
between  a  mutual  discussion  and  adher- 
ance  to  a  plan  and  the  longevity  of  the 
relationship  with  your  adviser.  "Let  him  or 
her  do  a  diagnostic  on  you,"  he  says. 


"What  are  your  resources,  your  life 
Do  you  want  a  second  home?  Ha\ 
paid  for  your  children's  education! 
are  your  parents?  Will  you  have  to  p 
for  them?  What's  your  risk  tolerance 
can  bet  there  are  a  lot  of  investo 
there  this  year  who  have  suddenly  re 
their  tolerance  for  risk  is  not  as  h 
they  thought  it  was  last  year.  You  n< 
disclose  this  kind  of  raw  financial  ml 
tion  in  order  to  see  the  big  picture." 


ncrease  in 


Unified  Tax  Allowance 


For  several  tax  years  up  to  and  including  1997  the  lifetime  gift  and  estate  ta 
exemption  was  $600,000  per  person.  This  amount  increases  periodically  the 
after  as  shown  in  the  following  schedule. 


Amount 


1998   1999  2000   2001    2002  2003   2004  2005 


Source:  National  Association  of  Financial  &  Estate  Planning  (NAFEP) 
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\dvisors  combines  exhaustive  research,  unparalleled  investment 
ence  and  personalized  service  to  help  our  clients  achieve  their  personal 
:ial  goals.  How  have  we  done?  Ask  the  10,000  millionaires  among  our 
5.  For  more  information,  call  1-888-PNC-7030  or  visit  www.pnc.com. 
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The  Thinking  Behind  The  Money 


he  PNC  Financial  Services  Group,  Inc.  PNC  Advisors  is  a  service  mark  of  The  PNC  Financial  Services  Group,  Inc.,  for  investment  management,  banking  and  fiduciary  services. 
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Eggers  cautions  that  you  need  a  com- 
prehensive plan,  not  merely  recommen- 
dations for  a  stock  portfolio.  How  involved 
do  you  want  to  be  with  choices  once 
you've  set  your  plan  in  place?  "  I  am  in  my 
peak  earning  years,"  says  Eggers.  "I  have 
a  large  family,  and  my  job  takes  up  most 
of  my  time.  I've  worked  with  my  adviser 
for  16  years,  and  I  give  him  more  latitude 
than  someone  just  starting  out.  He  has  dis- 
cretion within  agreed-upon  parameters." 

When  you  put  your  plan  in  place,  you 
should  determine  how  often  you  will  be 
receiving  information  from  your  adviser. 
You  may  be  satisfied  with  quarterly  reports 
detailing  your  investments.  On  the  other 
hand,  you  may  be  more  comfortable  with 
monthly  e-mails  and  telephone  calls.  You 
also  need  to  keep  your  adviser  apprised  of 
any  changes  in  your  life,  such  as  marriage, 
divorce,  childbirth  or  inheritance. 

IRA  Rollovers 

"IRA  assets  in  1999  were  $2.47  trillion," 
says  Beverly  Moore,  managing  director 
for  MainStay  mutual  funds.  "That  means 
those  funds  have  surpassed  the  savings 
in  401  (k)  plans.  Since  1 994,  IRA  assets 
have  increased  By  an  annual  growth  rate 
of  just  over  18%."  Just  where  is  this 
money  coming  from? 

"The  overwhelmingly  dominant  sources 
of  IRA  growth  appear  to  be  from  invest- 
ment gains  and  rollovers  from  employ- 
ment-based retirement  plans,"  Moore 
says.  The  average  American  changes 
jobs  1 1  times  during  his  or  her  working 


t 


The  estate  tax  may  be  abolished,  but  tn 
has  happened  in  the  past,  and  then  later, 
Congress  went  back  and  reinstituted  it. 
People  should  be  planning  with  that  in  minq 
—  Mark  West,  Director, 

Individual  Advanced  Markets, 
The  Principal  Financial  Group 


career,  Moore  comments.  "Corporate 
America  has  done  a  wonderful  job 
encouraging  people  to  put  money  away 
in  401  (k)  plans,"  Moore  adds.  "In  2000, 
there  were  over  310,000  401(k)  plans. 
That  number  is  expected  to  increase  to 
435,000  plans  by  the  year  2005." 

As  workers  leave  one  job  for  another, 
they  must  contend  with  the  savings  they've 
accumulated  in  their  previous  work  arenas. 
There  are  four  options  available  to  them: 


1)  Take  the  money  in  a  lump-sunr 
tribution,  paying  penalties  and  i| 
est  as  well  as  taxes 

2)  Leave  the  money  in  the  old  pie 
the  company  allows  it 

3)  Roll  the  money  over  to  yourl 
plan,  if  the  new  company  allow} 

4)  Roll  the  money  over  into  a] 
deferred  IRA. 

The  advantages  of  a  rollover  IRA  arfl 
nif  icant:  You  avoid  paying  current  taxes 


Anticipating 


College  Costs 


Estimate  your  child's  college  education  over  four  years  on  the  table  by  findin 
your  child's  present  age,  and  then  look  to  the  right  to  see  what  a  four-year 
education  will  cost  by  the  time  your  child  enters  college. 


Age 


Public  College 
Average  4-year  Cost4 


Private  College 
Average  4-year  Cosfl 


18   $40,615   5122,456 

17   $42,763   $129,567 

16   $45,023   $137,090 

15  $47,404   $145,051 

14   $49,910   $153,474 

13   $52,548   $162,386 

12   $55,326   $171,815 

11   $58,251   $181,792 

10   $61,331   $192,349 

9   $64,573   $203,518 

8  $67,987   $215,336 

7   $71,581   $227,841 

6   $75,366   $241,071 

5   $79,350'  $255,070 

4   $83,545   $269,881 

3  $87,962   $285,553 

2   $92,612   $302,134 

1   $97,509   $319,679 

Under!   $102,664   $338,242 


•Projected  cost  upon  child's  entrance  to  college  for  four  years  at  a  public  or  private  college.  Figures  are  based) 
the  5.29%  and  5.81%  average  annual  increase  in  public  and  private  college  costs  respectively  in  the  1990s,  as 
reported  by  the  U.S.  Department  of  Education  for  the  1999-2000  school  year,  of  S8.912  for  a  four-year  public 
college  and  S26.532  for  a  four-year  private  college. 


Source:  Franklin  Templeton  Investments 
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The  biggest  reason  for  a  family  to  set 
up  a  foundation  is  to  create  a  culture  or 
legacy  of  giving  in  the  family.  I 1 
—  Bruce  Bickel,  Senior  Vice  President 
and  Managing  Director, 
Private  Foundation  Management  Sei 
PNC  Advisors 


penalties  that  may 
apply  if  you  simply 
withdraw  the  mon- 
ey; your  money 
continues  to  grow 
tax-deferred;  and 
you    may  have 
greater  investment 
flexibility  than  you 
would  if  you  left  the  mon 
ey  in  your  past  employer's  plan 

"One  trend  we  see  is  that  investors 
need  help  in  deciding  which  option  is  right 
for  them,"  says  Moore.  "Investors  are  look- 
ing for  flexibility  in  whatever  choice  they 
make.  Ideally  they  would  like  to  consolidate 
their  investments  —  take  a  one-stop-shop- 
ping approach  —  to  help  simplify  their  fi- 
nances. But  they  need  a  breadth  of  product 
to  be  able  to  diversify  across  asset  classes." 

Moore  notes  that  many  employees  look- 
ing at  these  options  choose  this  time  to  visit 
a  professional  adviser  to  consult  with  them 
about  their  plans.  "At  MainStay,  we  have 
been  focusing  on  the  need  to  keep  assets  in 
an  IRA  for  as  long  as  possible,"  says  Moore. 
"The  longer  the  money  can  grow  tax 
deferred,  the  more  you'll  have,  either  in  retire- 
ment, or  to  pass  on  to  your  heirs." 

Saving  for  College 

By  2018,  four  years  at  a  state  university  is 
projected  to  cost  more  than  $80,000,  while 
four  years  at  a  private  university  could  cost 
more  than  $200,000.  Those  are  challeng- 
ing figures  for  someone  who  is  saving  not 
only  for  retirement,  but  perhaps  a  second 


home,  as  well  as 
trying  to  meet  other 
financial  goals.  If 
1    you  have  more 
than  one  child  and 
I    they  have  their 
hearts  set  on  the 
Ivy  League  college 
you  attended,  you  may 
be  in  for  a  shock.  College 
costs  have  been  increasing  at 
a  rate  greater  than  the  average  rate  of 
inflation. 

Saving  for  college  is  second  only  to 
saving  for  retirement  for  many  families. 
Some  traditional  savings  options  include 
education  IRAs,  the  uniform  gift/  transfer 
to  minors  act  (UGMA/UTMA)  and  now  — 
529  plans. 

State-sponsored  529  plans  are  a  recent 
addition  to  families'  college  savings 
options.  Typically,  a  state  partners  with  a 
financial  services  institution  to  offer  a  tax- 
deferred  savings  program  for  the  future 
college  costs  of  your  children.  Anyone 
can  invest  in  any  state's  plan  (currently, 
44  states  have  set  up  529  plans),  and 
some  states  offer  certain  tax  advantages 
if  you  invest  in  your  home  state. 

"What's  compelling  about  529  plans," 
says  Peter  Jones,  president,  Franklin  Tem- 
pleton  Distributors,  Inc.,  which  is  providing 
Arkansas'  GIFT  College  Investing  PlanSM  in 
association  with  Mercury  Funds,  "is  that 
they  offer  a  unique  combination  of  important 
benefits  to  investors,  including  high  maxi- 
mum contribution  limits,  control  over  how 


the  assets  in  the  account  are  used 
deferred  growth  and  professional  in 
ment  management.  What's  more,  cor 
tions  made  to  529  plans  are  consic 
completed  gifts  for  federal  gift  and  e 
tax  purposes,  so  they  qualify  for  the  $1' 
annual  exclusion."  This  benefit  may  f> 
ticularly  attractive  for  grandparents 
hope  to  remove  assets  from  their  tai 
estates. 

"If  the  designated  beneficiary  de^ 
not  to  attend  college,  there  are! 
options,"  explains  Jones.  You  can: 

1)  Allow  the  funds  to  remain  id 
account  for  the  beneficiary  to  u 
a  later  time. 

2)  Designate  another  beneficiary  v 
the  same  family  without  incurring 
eral  income  tax  obligations  or  penj 

3)  Make  a  nonqualified  withdraw 
any  time  and,  typically,  owe  fei 
income  taxes  plus  a  10%  penali 
the  earnings  withdrawn.  (If  the 
ignated  beneficiary  receives  a  s 
arship,  no  penalty  will  be  asses 

4)  Use  the  assets  for  yourself  if 
plan  to  attend  a  post-secondary 
cational  institution. 

Private  (Family)  Foundations 

A  private  foundation  is  a  nonprofit  e 
whose  assets  are  managed  by  truste 
directors  who  are  often  members  o 
family  that  established  the  foundatio 
Created  with  a  charitable  intent,  a  pf 
foundation's  purpose  is  to  maintain  c 
health,  religious,  charitable,  educat 


<  A  PERSPECTIVE  ON   MUTUAL  SERIES  FUNDS  > 


LISTEN  TO  EVERYONE 


FOLLOW  NO  ONE- 


MUTUAL  SERIES' 
APPROACH  HAS 
PROVEN  ITSELF 
THROUGH  MARKET 
UPSWINGS  AND 
DOWNTURNS- 


Call  it  an  inner  voice.  Or  call  it  pragmatism. 
When  it  comes  to  making  hard  investment 
decisions,  we  prefer  to  keep  our  own  counsel. 

Rather  than  rely  only  on  secondary 
sources,  the  portfolio  managers  behind  the 
Mutual  Series  Funds  study  all  sides -financial, 
legal,  competitive,  etc. -to  discover  under- 
valued securities  others  have  overlooked. 

In  most  cases,  stocks  with  low  prices  rela- 
tive to  their  earnings  deserve  to  be  priced  that 
way.  Our  job  is  to  find  the  exceptions,  the 
ones  that  go  unrecognized.  Once  invested, 
our  team  gets  actively  involved  in  companies 
to  be  a  catalyst  for  change.  We're  ready  to  do 
whatever  it  takes  to  actively  increase  long- 
term  shareholder  value. 


The  fact  is,  our  approach  has  proven  itself 
through  market  upswings  and  downturns. 
Its  why  we  believe  Mutual  Series  Funds  can  be 
an  important  part  of  your  overall  investment 
strategy. 

To  gain  more  perspective,  talk  to  your 
investment  representative  or  call  us  at 
1-800-FRANKLIN  Ext.  P514. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  PERSPECTIVE™  > 


[riklin  Templeton  Distributors,  Inc.,  777  Mariners  Island  Boulevard,  San  Mateo,  CA  94404  Call  for  free  prospectuses  containing  more  complete  fund  information,  including  sales  charges,  expenses  and 
s.  Please  read  them  carefully  before  you  invest  or  send  money.  Investing  in  companies  involved  in  mergers,  reorganizations  and  liquidations  involves  special  risks.  franklintempleton.com 

4/01 


Web  Address  Directory 

Fidelity  Investments  

Franklin  Templeton  Investments.  . 

MainStay  Funds  

Phoenix  Home  Life  

PNC  ,  .  /^yl  .  .  .  .  

The  Principal  Financial  Group  


.  .  www.franklintempleton. 
.  .  .  .  www.mainstayfunds. 
.  .  .  www.phoenixwm.phl.f 

 www.pnc 

 www.principal. 
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or  other  organizations  benefiting  the 
public  good.  These  funds  may  be  dis- 
persed through  grants  to  other  nonprofit 
organizations. 

"The  giving  of  one's  financial  resources  is 
an  important  and  personal  way  to  express 
one's  priorities  in  life,"  says  Bruce  Bickel, 
senior  vice  president  and  managing  director, 
Private  Foundation  Management  Services, 
PNC  Advisors.  "A  private  foundation  can 
transform  the  donor  from  a  passive  sup- 
porter of  a  wide  range  of  charities  to  a  proac- 
tive supporter  of  the  arts,  education,  health, 
social  services  or  faith-based  charities.  A  pri- 
vate foundation  is  much  more  defined  and 
permits  the  family  to  become  an  important 
force  in  a  particular  area  of  interest." 

A  private  foundation  can  be  created  as  a 
corporation  or  charitable  trust  under  state 
law  and  must  qualify  for  federal  tax  exemp- 
tion. "The  biggest  reason  for  a  family  to  set 
up  a  foundation  is  to  create  a  culture  or 
legacy  of  giving  in  the  family.  These  are  folks 
who  want  to  pass  on  those  priorities  to  their 
children,"  says  Bickel.  A  private  foundation 
can  increase  one's  influence  in  the  commu- 
nity and  leave  a  long-term  personal  legacy  in 
areas  like  the  arts,  museums  and  social  ser- 
vices. "It's  an  excellent  way  to  encourage 
family  distribution,"  says  Bickel,  "as  well  as 
a  wonderful  way  to  teach  family  priorities  to 
children."  There  are  significant  tax  breaks  as 
well.  Bickel's  department  at  PNC  provides 
"the  three  Cs"  to  those  wishing  to  set  up  a 
family  foundation:  control,  comfort  and  con- 
venience. "We  worry  about  the  details,"  he 
says.  "We  review  and  evaluate  the  grant 


applications.  We  make  on-site  visits  and 
manage  the  paperwork.  It's  an  extreme- 
ly cost-effective  way  to  set  up  a  family 
foundation." 

This  does  not  mean  the  family  does  not 
have  control  over  how  their  legacy  is  dis- 
tributed. "I  work  with  the  grandson  of  one 
family  whose  foundation  has  an  interest  in 
health-related  research  issues,  conserva- 
tion and  ecology,"  Bickel  comments.  "The 
fund  is  a  significant  amount.  We  review  all 
of  the  grant  requests,  but  he  has  control  of 
all  the  decisions  as  to  which  charities 
receive  grants. 

"An  important  feature  of  our  service, " 
Bickel  says,  "is  that  we  help  the  family  dis- 
cover how  they  can  fulfill  their  heart's 
desires  and  give  back  to  the  community. 
We  are  fortunate  to  work  with  people  who 
want  to  help  other  people  improve  the 
quality  of  their  lives." 

Estate  Planning 

Estate  planning  is  defined  as  the  orderly 
control  and  management  of  one's  assets, 
with  arrangements  for  the  eventual  trans- 
fer of  those  assets  to  one's  chosen  heirs, 
with  the  least  complication  and  cost  possi- 
ble. Estate  planning  has  been  on  the  media 
radar  lately  due  to  the  possibility  of  a  reform 
or  repeal  of  certain  estate  tax  regulations. 
What  does  this  mean  when  investors  form 
and  implement  a  financial  plan? 

"There's  been  a  lot  of  discussion  about 
the  elimination  of  the  estate  tax  for  the  last 
two  years,"  says  Mark  West,  director,  Indi- 
vidual Advanced  Markets,  The  Principal 


Financial  Group.  "Legislation  was  pa 
by  both  the  House  and  the  Senate,  buj 
sequently  vetoed  by  then-President 
ton."  The  result  of  all  this  discussion,! 
West,  is  that  investors  have  been  less 
ing  to  take  steps  to  make  estate  plar 
part  of  their  overall  financial  plan,  bee 
some  of  the  tax  benefits  may  disappi 
the  legislation  ultimately  is  approved. 

"The  tax  issues  are  just  one  pa 
estate  planning,"  says  West.  "What's] 
important  to  consider  is,  'Where  dQ 
want  your  assets  to  go  at  your  death? 
do  you  want  to  structure  your  estate  rg 
less  of  the  tax  ramifications?'"  The  tre 
the  past  decade,  notes  West,  was  to  c 
enough  liquidity  —  through  life  insufi 
and  other  financial  products  —  to  covd 
estate  taxes  once  they  were  needed. 

Under  current  law,  estates  of  $675,0| 
more  are  taxed.  The  tax  rate  starts  at  | 
and  rises  to  55%  on  estates  of  morell 
$3  million.  "What's  interesting,"  saysV 
"is  that  while  only  2%  of  American  esi 
actually  pay  the  estate  tax,  over  60' 
Americans  favored  abolishing  the  estatt 

"The  estate  tax  may  be  abolished," « 
continues,  "but  this  has  happened  ir 
past,  and  then  later,  Congress  went  I 
and  reinstituted  the  estate  tax.  Pel 
should  be  planning  with  that  in  mind.; 
worst  scenario  for  investors  would  be  r 
estate  tax  is  eliminated  and  then  col 
back  four  or  five  years  from  now.  InveS 
who  did  not  take  advantage  of  planning 
gifting  techniques,  regardless  of  the- 
may  not  meet  their  planning  objectives. 


J 


A GREAT  401(k)  PLAN  CAN  REALLY  MOTIVATE  PEOPLE. 
They  work  harder.  They  stay  at  their  johs  longer.  We  should  know.  As  the  nation's  401  (k)  leader, 
we've  been  helping  growing  businesses  and  their  employees  secure  their  financial  futures  for  over  50  years. 
No  wonder  more  companies  choose  The  Principal®  for  their  401  (k)  plans.*  Investment  choice  and  education, 
record  keeping,  loan  services  and  asset  allocation-we've  got  what  you  need.  With  personalized  service 
and  local  support  to  make  the  process  easy.  Fishing  for  a  better  401(k)  plan?  One  of 
our  representatives  will  be  happy  to  catch  your  call  at  1-800-986-3343  (ext.  80080). 

Financial 

WE    UNDERSTAND     WHAT    YOU'RE    WORKING    FO  RSM      ^  Group 


www.principal.com 


cipal  Life  Insurance  Company.  Insurance  products  and  services  offered  through  Principal  Life  Insurance  Company,  Des  iMoincs,  IA  50392.  "  The  Principal""  is  a  registered  trademark 
Life  Insurance  Company,  a  member  of  the  Principal  Financial  Croup.  Mutual  funds  distributed  through  Princor  Financial  Services  Corporation  (member  SIPC).  *GFO  Magazine. 
£000,  based  upon  total  plans  served  m  1  VS*9  by  insurance  companies,  banks  and  investment  firms. 


RETIREMENT 

INSURANCE 

MUTUAL  FUNDS 

TRUST  SERVICES 

TUITION  FINANCE 

Your  life  is  constantly  changing. 
Wouldn't  it  be  nice  if  your  life  insurance  kept  up? 


Family.  Home.  Job.  Since  your  life  doesn't  stand 
still,  why  should  your  life  insurance? 

Universal  Life  Insurance  from  TIAA-CREF 
Life  Insurance  Co.  rolls  with  life's  changes  and 
gives  you  the  flexibility  to  make  decisions  based  on 
where  you  are  now — not  where  you  used  to  be: 

Change  your  mind:  Universal  Life  lets  you 
adjust  the  amount  of  your  protection  as  your 
needs  change.  •  Change  how  you  pay:  Modify 
your  contribution  levels — or  even  skip  a 
payment — as  you  need  to.2  •  Change  how  you 
save:  Build  tax-deferred  cash  value,  ready  to  use 
if  you  need  it.  •  Change  how  you  plan:  Tailor  your 
policy  to  what's  important  to  you.  Protect  your 
family.  Provide  for  your  estate. 


At  TIAA-CREF  Life,  there's  one  thing  we're 
not  flexible  about — expenses.  We've  kept  our) 
among  the  lowest  in  the  industry.  No  commis: 
agents,  or  surrender  fees,  so  more  of  your  mo| 
works  for  you. 

Call  us  at  1  888  842-0489.  We're  ready  wit 
just  the  plan  you're  looking  for.  Or  visit  us  onli) 
atwww.tiaa-cref.org/life  Universal  Life  f rort 
TIAA-CREF  Life:  It  keeps  up  with  your  life. 


Ensuring  the  future  for 
those  who  shape  it. 


1  888  842-0489 


www.tiaa-cref.org/life 


1.  Insurance  policy  is  not  available  in  all  states.  2.  Policy  must  have  sufficient  cash  value.  •  TIAA-CREF  Individual  and  Institutional  Services,  Inc.  and  Teachers  Personal  In 
Services,  Inc.  distribute  securities  products  •  Teachers  Insurance  and  Annuity  Association  (TIAA),  New  York,  NY  and  TIAA-CREF  Life  Insurance  Co.,  New  York,  N 
insurance  and  annuities.  •  TIAA-CREF  Trust  Company,  FSB  provides  trust  services.  •  For  more  complete  information  on  our  securities  products,  call  1  800  223-1j 
prospectuses.  Read  them  carefully  before  you  invest.  •  Investment  products  are  not  FDIC  insured,  may  lose  value  and  are  not  bank  guaranteed.  ©  2001  lj 

Insurance  and  Annuity  Association  -  College  Retirement  Equities  Fund,  New  York,  NY  01/02 
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drew  Young  knows  every 
[ument  for  not  investing  in 
3-Saharan  Africa,  and  he  sees 
ge  opportunity  anyway. 

||  OR  A  PREACHER,  ANDREW  YOUNG,  69,  REVEALS  SUR- 
prisingly  pragmatic  views:  "I  believe  in  feeding  the 
|  hungry  not  by  prayer  or  politics,  but  by  enterprise." 
Young  joined  us  for  lunch  at  a  club  in  Atlanta  to 
talk  about  investing  in  Africa,  not  a  popular 

ion  these  days. 

or  most  of  his  life  he  has  put  his  faith  in  God  and  gov- 
lent,  but  Young  now  believes  in  the  power  of  business: 
a's  salvation,  he  says,  lies  in  private  enterprise  and  the 
t  motive. 

's  a  striking  stance  for  a  minister  who  was  ambassador 
E  United  Nations,  a  three-term  congressman,  a  two-term 
pr  of  Atlanta  and  the  right  hand  of  Martin  Luther  King 
the  civil  rights  movement.  In  the  Carter  Administration 
I  than  20  years  ago,  Young  drew  fire  for  his  provocative 


pronouncements  on  Middle  East  politics,  yet  we 
quickly  discover  that  today  he  is  averse  to  con- 
frontation, and  modest. 

Since  leaving  politics  in  1990  Young  has  spent 
much  of  his  time  helping  companies  explore  op- 
portunities in  sub-Saharan  Africa,  where  he  has 
high-level  contacts.  Past  and  present  clients  include 
Enron,  Coca-Cola,  Monsanto  and  Chevron.  In  1995 
President  Clinton  appointed  him  to  head  a  $100 
million  entity  called  the  Southern  Africa  Enterprise 
Development  Fund,  but  his  experience  was  at  times 
painful.  So  far,  about  half  the  money  has  funded 
Namibian  ostrich  farms,  Zimbabwean  truck 
lessors,  Zambian  pork  processors,  African  broad- 
cast networks  and  a  dozen  or  so  other  ventures. 

The  outcome?  "Maybe  a  C  minus,"  Young 
says,  grading  himself.  "We  plunged  into  a  very  dif- 
ficult economy  and,  frankly,  didn't  know  what  we 
were  doing."  The  fund  was  saddled  with  a  heavy 
social  agenda,  which  often  hampered  its  perfor- 
mance, he  says.  It  invested  in  a  community  hospi- 
tal in  Cape  Town,  where  the  doctoring  is  excellent 
but  the  financial  results  poor. 

"As  a  preacher,  trying  to  tell  people  there's 
enormous  business  potential  in  Africa — well,  I 
was  talking  to  the  wind,"  he  says.  So  in  1997 
Young  turned  to  the  private  sector,  starting  a 
consulting  firm,  GoodWorks  International,  to 
anchor  his  efforts. 

It  has  been  a  struggle.  In  2000  all  of  Africa  re- 
ceived just  $10  billion  in  private  foreign  invest- 
ment. Latin  America  and  the  Caribbean  attracted 
$70  billion.  Gee,  we  wonder  why.  Political  instability,  corrup- 
tion, mind-numbing  bureaucracy  and  populations  dying 
from  war,  hunger  and  disease  don't  add  up  to  the  friendliest 
business  climate. 

As  a  magnet  for  business,  Africa  might  seem  a  joke,  but 
Young  will  have  none  of  that.  "Despite  all  the  turmoil, 
Africa  is  too  vast  to  be  painted  with  a  broad  brush,  and 
there  are  areas  of  great  opportunity,"  he  patiently  intones. 
We  ask  him  for  his  top  three  countries  after  South  Africa, 
which  is  already  well  known  to  U.S.  investors.  He  doesn't 
miss  a  beat:  Angola,  Botswana,  Nigeria.  "Angola,"  he  says, 
"is  so  rich  in  resources,  it's  like  California  before  the  gold 
rush.  Almost  any  investment  decision  can  make  money. 
There's  gold,  diamonds,  oil  and  gas,  all  in  abundance,  and 
prime  agricultural  land." 

He  continues:  "Botswana  has  a  stable  democratic  govern- 
ment, a  budget  surplus  of  $1  billion  from  profitable  diamond 
mining  and  a  manageable  population  of  just  1  million. 
There's  an  abundance  of  wildlife  that  has  great  potential  to 
attract  tourism,  and  the  government  is  able  to  co-invest  with 
foreign  business  partners."  And  what  about  the  high  AIDS 
rate  there?  Young  acknowledges  the  problem  but  says  that  the 
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Bill  &  Melinda  Gates  Foundation  will 
help  the  government  of  Botswana  de- 
velop a  model  to  provide  treatment  for 
people  who  are  HIV  positive. 

Nigeria  is  next — a  country  recov- 
ering from  one  of  the  continent's 
most  corrupt  governments.  President 
Olusegun  Obasanjo  was  democrati- 
cally elected  two  years  ago  and  is  try- 
ing to  curb  corruption  and  pave  the 
way  for  new  foreign  investment  in 
power  generation,  trucking  and  min- 
ing. "You  could  make  a  killing  in 
poultry  production,"  Young  adds, 
smiling  at  his  apt  choice  of  words. 
Nigeria's  educated  middle  class  was 
driven  off  by  the  country's  internal 
conflict  in  the  Eighties.  Now  it  is  com- 
ing back,  and  infrastructure  is  being 
rebuilt,  he  says. 

"Anywhere  in  Africa,  telecom  is  a 
good  business — 80%  of  Africa  is  un- 
tapped for  wireless  services,"  says 
Young.  But  shouldn't  running  water 
come  before  voice  mail?  "Not  necessar- 
ily," he  says.  Africans  can  buy  cellular 
phones,  and  they  do.  In  South  Africa, 
workers  buy  them  for  their  mothers  in 
distant  villages  so  they  can  keep  in 
touch.  Running  water,  on  the  other 
hand,  requires  government,  and  in 
Africa  the  governments  are  notoriously 
inefficient  or  corrupt. 

"Part  of  what  we  call  corruption  is 
more  accurately  called  nepotism," 
Young  says.  "They  think,  'If  I  can't  help 
my  family,  what's  the  point  of  being  in 

Investment  Hot  Spots 


Last  year  all  of  Africa  received  only  $10  billion  in  private  for- 
eign investment.  Latin  America  and  the  Caribbean  attracted 
$70  billion.  Yet  the  needs  are  huge,  of  course.  Here  are  some 
promising  areas  for  investment  in  sub-Saharan  Africa. 

Country 

Investment  opportunity 

Angola 

seaport,  power  plant,  diamonds,  agriculture 

Botswana 

power  plant,  airport,  water  supply  and  sanitation 

Congo(DRC) 

telecommunications,  forestry,  agriculture 

Gabon 

roads,  railroad,  telecommunications 

Mozambique 

pipelines,  power,  airport,  roads 

Nigeria 

power  plant,  roads,  telecommunications,  sewage 

South  Africa 

roads,  power  plant,  railroad 

Tanzania 

harbor/seaport,  power  plant,  airport 

Uganda 

hydroelectric  power,  airport 

Zimbabwe 

airport  expansion,  railroad 

Source:  GcodWorks  International. 

business?"'  Young  says  he  had  this  p 
lem  himself  when  he  was  Atla( 
mayor,  trying  to  secure  the  Olyr 
games.  "I  had  to  explain  to  my  fa] 
why  they  couldn't  get  rich  from 
Olympics!" 

Young  likens  Africa  to  the  \ 
West  and  says  the  continent  needs  I 
for  its  economies  to  mature.  He 
businesses  it  is  best  to  deal  with  the 
as  much  as  possible,  a  somewhat 
serving  remark  given  his  influent ia 
there,  but  it  is  true  nonetheless. 

Tanzania  is  noted  for  corrupt 
Young  says,  but  he  put  his  Toronto-b 
client,  Barrick  Gold  Corp.,  in  touch 
the  president  of  Tanzania,  Benjai 
Mkapa,  and  so  far  there  have  beet 
problems.  He  acts  not  as  an  investr 
banker  but  as  a  facilitator  and  d< 
opener.  His  firm  usually  works  on  rets 
rather  than  getting  a  piece  of  the  actj 
In  fact,  Young  says,  his  enterprise 
worked  much  harder  at  solving  pi 
lems  than  at  collecting  fees.  Exair 
GoodWorks  helped  secure  SBC  O 
munications'  contract  for  telecom  j 
vices  in  South  Africa  in  1996.  "We  di 
get  paid  what  we  deserved  becaua 
were  more  concerned  about  a  long-t 
relationship." 

The  consensus  among  Afi 
watchers  like  Michael  Kreme! 
Harvard  economics  professor,  is 
the  careful  investor  can  earn  I 
returns,  with  much  of  the  risk  aire) 
written  into  the  price. 

But  for  Yoii 
it's  more  than  jq 
moneymaking  v 
ture.  "The  only 
Africa  is  going  to 
velop  is  through 
vate-sector  invi 
ment."  And 
hopes  the  Bush, 
ministration  wil] 
better  than  the  C 
ton  clan  in  coax 
businesses  to  h 
that  developm 
along.  Young  is 
preacher  who  kn< 
charity  only  goei; 
far.  Amen. 
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Rattle  some  cages.  Deploy  the  troops.  It's  time  to  power  up  your  enterprise's  collaborative  network.  After  all,  it's 
collaboration  that's  driving  profitability  in  the  Internet  Economy.  A  collaborative  network  lets  you  share  information 
and  processes  with  the  outside  world  —  so  you  can  harness  the  power  of  your  partners,  vendors,  customers  and 
employees  to  boost  efficiencies,  build  value  and  achieve  competitive  advantage.  But  to  collaborate,  you  need 
absolute  freedom.  That's  what  you  get  from  J.D.  Edwards.  We  provide  the  only  Web-enabled,  enterprise-wide  foundation 
that  gives  you  the  freedom  to  choose  the  best  solutions.  You  can  run  with  any  idea.  Plug  in  any  application.  And 
connect  with  any  business  partner  running  any  software  Ready  to  enlist?  Visit  www.jdedwards.com/freedom 


THE   FREEDOM   TO  CHOOSE. 


AT  WORK 


BY  ERIKA  BROWN 


Fear.com 

Playtime  is  over  in  Silicon  Valley.  The  boss 
is  back  in  town,  and  he's  taking  names. 


QNE  FRIDAY  AFTERNOON  IN  EARLY  IANUARY, 
employees  at  Palo  Alto-based  Perfect  Commerce 
watched  nervously  as  eight  co-workers  were  es- 
corted out  of  the  building,  one  by  one,  carrying 
boxes  of  personal  belongings. 
They  were  being  dismissed,  but  even  harsher  news  came 
later  that  day,  ironically  at  the  company's  weekly  beer  bust. 
Standing  on  a  chair,  Kevin  Surace,  Perfect's  38-year-old  chief 
executive,  told  the  remaining  80  employees  that  each  quarter 
he  planned  to  fire  the  worst-performing  10%  of  the  staff 
(and  probably  not  replace  them).  Responsibilities  would  be 
increased,  deadlines  shortened.  The  new  workweek  would  he 
66  hours.  Raises  and  bonuses  were  out  of  the  question. 
"There  is  not  a  no-cut  policy  here,"  he  says.  "Those  who 


aren't  the  best,  we  movej 
on  out.  No  qualms." 

So  much  for  beer  busts 
office  massages  and  the  n 
new  workplace.  The  bosse^ 
back  in  control.  Just  six  moj 
ago  Surace,  like  many  othei 
icon  Valley  executives,  haj 
compete  with  ten  other 
plovers  for  new  hires.  He  | 
to  fork  over  $20,000  sigi) 
bonuses,  river  rafting  tripsi 
midday  movie  excursid 
When  the  market  began 
turn  in  April  2000,  so 
Surace.  He  nixed  off-site  tl 
and  has  been  steadily  cutt 
most  other  perks.  The  reo 
tionist  is  now  mailroom  cU 
office  manager  and  copier  fi 
Instead  of  e-mails  about  | 
outings,  Surace  e-mails  c 
ployees  daily  news  of  compl 
tors  missing  targets,  dow 
sizing  and  going  bankrupt 
The  boss  is  nervous,  1 
Surace's  arm  twitches  as 
recalls  1991,  when  he  r< 
stories  about  out-of-wl 
chief  executives  painti 
houses.  Perfect  (forma 
Perfect.com)  sells  softw) 
for  buying  core  resourd 
such  as  plastic  parts  a 
chemicals.  He  has  promil 
investors  S10  million  to  } 
million  in  2001  sales,  yet  j 
only  eight  enterprise  die} 
and  admits  he  doubts  tl 
Perfect  can  meet  his  target 
That  means  cutbac 
likely  including  outright  Ii 
offs,  and  it  means  employees  have  suddenly  found  religiod 
productivity.  Claudia  Dakin,  30,  originally  Surace's  assistal 
moved  to  marketing  last  November.  She  works  six  or  sej 
days  a  week  and  recently  toted  her  14-month-old  daughl 
to  the  office  on  a  Sunday  to  finish  a  PowerPoint  presentatk 
She  made  sure  to  send  an  e-mail  to  her  boss  with  a  Sundi 
night  time  stamp  on  it.  And  she's  dressing  more  professitl 
ally  these  days,  wearing  a  tweed  pantsuit  with  a  faux  mi 
collar  instead  of  slacks  and  a  polo  shirt.  "Everybody's  eyesl 
on  you,"  she  says.  "There  are  millions  of  people  who  canj 
my  iob  if  I  don't  get  things  done." 


Perfect  Commerce  Chief 
Executive  Kevin  Surace  lords 
over  employee  Claudia  Dakin. 
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FELDMAR  Watch  and  Clock  Center 

9000  West  Pico  Boulevard,  Los  Angeles,  California  90035 
(310)  274-8016 


Salesman  David  Young,  38,  wakes  up  at  3  a.m.  worry- 
ing about  deals  and  keeps  a  tape  recorder  by  his  bed  for 
pitch  ideas.  "I  have  more  fear  about  losing  my  job  now," 
he  says.  "No  one  wants  to  get  caught  short."  He  must 
make  a  weekly  minimum  of  five  sales  calls — there  were 
no  requirements  before — and  file  detailed  progress  re- 
ports. Young  is  averaging  only  three  meetings  a  week  so 
far,  a  number  Surace  calls  unacceptable.  "I'm  under  the 
microscope,"  Young  says,  sinking  down  in  his  chair. 


For  some,  the  new  iron-fisted  regime  is  a  welcq 
change.  Gene  Gurvich,  a  44-year-old  engineering  mana 
from  Russia,  was  frustrated  by  programmers  who  tur 
in  buggy  code  past  deadlines.  Last  year  Gurvich  would  j 
an  engineer  five  days  to  write  the  code  for  a  new  featj 
Now,  he'll  break  that  project  into  15  pieces  with  hoi 
deadlines  and  impose  a  three-day  overall  deadline. 

"If  they  don't  work  hard,  they  are  diluting  my  shares, 
says.  "There  are  no  excuses." 


If  you  get  laid  off,  ask  your  former  boss  to  send 
you  to  the  Glenfiddich  House.  It's  like  a  vacation— 
if  you  don't  mind  having  your  head  shrunk. 

BY  JOANNE  GORDON 

GUESTS  ENTERING  THE  250-YEAR-OLD  GLENFIDDICH 
House  in  historic  Leesburg,  Va.  are  greeted  with  a  plate  of 
freshly  baked  cookies,  handed  a  copy  of  the  pop-psy- 
chology bestseller  WJio  Moved  My  Cheese  and  escorted  up 
creaky  pine  stairs  to  high-ceilinged  guest  rooms  on  the  second 
floor.  They  have  their  pick  of  two  bedrooms,  one  of  which 
has  a  canopy  bed.  There's  no  television  or  phone. 

Quaint,  yes.  But  we  wouldn't  recommend  you  stay  here 
voluntarily.  Glenfiddich  is  an  elegant  halfway  house  of  sorts 
for  laid-off  executives  who  are  too  dazed  to  figure  out  their 
next  step.  Sent  by  their  former  company,  which  pays  the  tab 
of  about  15%  of  their  salary,  the  executives  get  morale- 
building  sessions  with  psychologists,  career  counseling — 
and  home-cooked  meals. 

This  is  otherwise  known  as  outplacement,  a  service  big 
companies  jumped  into  in  the  1980s  to  help  their  laid-off 
workers  find  jobs — and  to  forestall  litigation.  The  $800  mil- 
lion industry  slowed  during  the  booming  1990s.  But  with 
layoff  dimbing,  firms  like  Glenfiddich  and  Drake  Beam 
Morin  are  expecting  growth  not  seen  since  the  1980s. 


Most  outplacement  agen< 
offer  the  jobless  bare  desks  in  d 
office  buildings,  and  certainly 
canopy  beds.  Glenfiddich  is 
luxury  model,  with  a  heavier  d 
of  career  counseling  and  psycll 
ogy,  not  to  mention  the  posh  a 
roundings.  It's  run  in  a  sooth) 
manner  by  David  Miles,  55,  ch 
man  of  Miles/LeHane  Gro 
Miles,  a  former  Marriott  execui 
now  getting  a  doctorate  in  hun 
resource  development  educatil 
likes  to  say  things  like:  "Job  loss  i 
detrimental  as  an  illness  and  n& 
to  be  treated  that  way."  He  andl 
wife,  Melanie,  52,  bought  the  ho 
and  the  company  for  about  $1  r. 
lion  in  1992  from  Louis  LeHa 
He  founded  Glenfiddich  House 
1980,  bothered  by  what  he  saw 
impersonal  outplacement  servil 
Glenfiddich  (which  means  valley  of  deer)  only  takes 
about  60  clients  a  year,  and  about  $1  million  in  revenues  fr< 
outplacement  services.  It  also  does  headhunting  and  consii 
ing.  About  half  its  clients  live  nearby  and  stop  in  for  day  via 
Out-of-towners  sleep  over  three  to  five  days,  their  choice,  a 
can  bring  a  spouse  at  no  extra  cost.  In  fact,  significant  others 

I  ! 


Hand-holding  and  a  kick  in  the  butt:  David  Miles  critiques  a  resume. 
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z  is  the  new  name  for  Suez  Lyonnaise  des  Eaux,  a  world-leading  provider  of  energy, 
r,  waste  services  and  communications.  Our  new  name  signals  a  clear  commitment  to 
ainable  development.  You  have  our  card. 
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Losing  your  job  with  style:  Miles  and  wife,  Melanie,  right,  advising  clients. 


encouraged  to  come,  for  coping  purposes.  As  Miles  often  says, 
losing  a  job  is  a  family  affair. 

He  also  believes  that  newly  fired  workers,  disoriented  and 
frazzled,  need  order  in  their  lives  most  of  all.  So  he  keeps 
guests  on  a  strict  schedule.  A  buffet  breakfast  is  ready  at  8 
a.m.  and  a  group  lunch  starts  at  noon  sharp.  During  the  first 
afternoon  clients  take  four  personality  and  behavior  tests.  At 
other  times  they're  free  to  use  1  of  12  computers  or  flip 
through  listings  of  $100,000  job  openings.  The  next  day  it's 
a  closed-door  session  with  a  psychologist  or  Miles,  who  de- 


livers his  analysis  from  a  couch  in  the  living  room. 

Last  month  he  met  with  a  47-year-old  former  v 
president  of  human  resources  at  a  financial  services 
ternet  company  (who  withheld  her  name  so  as  not  to 
olate  her  severance  agreement).  She  used  to  send  exeo 
Glenfiddich  at  a  cost  of  about  $20,000  each;  now  it  was! 
turn.  She  was  looking  for  a  new  job  and  needed  buck 
up.  "David  calmed  me  down;  he  told  me  I  was  totally 
perienced  and  would  land  beautifully,"  she  says.  And 
deed  after  spending  three  morale-improving  days  at 
house,  she  landed  a  spot  as  head  of  human  resources ! 
large  software  company.  As  it  turned  out,  she  got  the 
on  her  own,  without  leads  generated  at  Glenfiddich. 

H.  Murrell  McLeod,  60,  a  former  vice  presiden 
Leesburg-based  Loudoun  Healthcare,  used  the  house ; 


surrogate  office,  dropping  by  four  or  five  times  a  week  to  w 
on  his  resume  or  chat  with  Miles.  He  admits  he  needed 
structure.  "This  was  not  a  game,"  he  says.  "They're  tough  < 
don't  coddle  you."  McLeod  eventually  landed  at  Merrill  Lyi 
as  a  financial  adviser  for  wealthy  clients. 

The  house's  folklore  is  part  of  the  package.  In  1861  Gem 
Robert  E.  Lee  spent  several  weeks  there  recovering  from  an 
cident.  Miles  asks  clients  to  imagine  Lee  in  the  living  room  pi 
ning  strategy.  "Do  you  think  the  generals  thought  they  wo 
blow  the  Civil  War?"  he  asks.  His  point:  Stuff  happens. 


Go  where  the  go-getters  go 


The  people  you're  looking  to  hire  could  be  looking  for  you  at  Hotlobs.com 


ONWARD.  UPWARD. 


Your  most  successful  hires  are  usually  the  most  talented  people, 
driven  to  succeed.  To  help  you  find  the  best  candidates,  we  offer 
new,  customizable  HotJobs  Desktop  Packages,  which  include: 

•  Custom-built  packages  —  You  can  choose  to  post  jobs,  search 
our  resume  database  or  both. 

•  Updateable  job  postings  —  Change,  edit  or  refresh  your 
postings  as  your  needs  change  at  no  additional  cost. 

•  Search  capabilities  —  Search  the  database  or  have  resumes 
of  qualified  candidates  e-mailed  directly  to  you. 

•  Easy-to-use  tools  —  Manage  the  whole  process  online. 

Best  of  all,  you  can  tailor  your  Desktop  Package  to  fit  your  recruiting 
timeframes,  job  volume  and  budget — so  you  save  money. 

Call  now  toll-free: 

l-866-6HotJobs  (1-866-646-8562) 

Mention  code  P4-F  and  receive  a  FREE  demonstration 

of  the  member  side  of  Hotlobs.com 


The  Founding  Fathers  realized  that  the  American 
experiment  was  vital  to  the  establishment  of  a  free 
nation.  The  Republic  that  they  envisioned  would 
provide  liberty  and  opportunity  for  all  people  who 
earnestly  desired  it.  The  enduring  principles  that 
gird  our  Republic  recognize  human  imperfection 
and  the  fact  that  we  are  one  nation  under  God.  As 
citizens  of  America,  we  see  the  success  of  this  noble 
experiment  everyday. 

At  Regent  University  we  are  teaching  young  men 
and  women  to  be  world  changers  who  will  take 
leadership  roles  and  reclaim  our  culture.  Through 
our  graduate  degrees  in  Communication,  Law, 
Government,  Education,  Psychology  and 
Counseling,  Divinity,  Business  and  Organizational 
Leadership,  we  are  educating  our  students  to  be 
critical  thinkers.  Right  now  at  Regent  University 
there  are  over  2,300  dedicated  men  and  women 
pursuing  graduate  degrees  in  disciplines  that 
provide  the  maximum  leverage  for  improving 
society.  These  are  the  people  who  will  help  write 
America's  future — along  with  the  thousands  of 
Regent  alumni  already  in  positions  of  influence 
from  Capitol  Hill  to  Hollywood — and  you  can 
help  write  America's  future  by  contributing  schol- 
arship monies  for  tomorrow's  leaders  studying 
now  at  Regent  University. 

We  invite  you  to  take  a  closer  look  at  Regent 
University  and  our  graduate  programs.  Regent  will 
continue  to  demonstrate  the  vitality  of  a  mission 
that  embraces  the  moral  and  spiritual  laws  that 
encourage  personal  responsibility  and  personal 
initiative.  With  a  firm  reliance  on  God,  we  will 
demonstrate  that  Christian  Leadership  to  Change  the 
World  is  not  only  our  call,  but  our  duty. 

:  Regent 
University. 

1000  Regent  University  Drive,  Virginia  Beach,  VA  23464-9800 

800-335-4409  •  www.regent.edu/forbes 
E-mail:  worldchangers@regent.edu 


Name: 


Address: 
City:  


.State: 


.  Zip: . 


Phone: . 
E-mail: 


Tell  me  more  about: 

□  A  Named  Scholarship  at  Regent  University. 

□  Regent  University  and  the  World  Changers  initiative. 

□  Information  on  Estate  Planning  and  Planned  Giving. 

3  The  National  Leadership  Summit:  The  Battle  for  the  Soul  of  America. 


Mail  To:  Regent  University,  Office  of  Development 

1000  Regent  University  Dr.,  Virginia  Beach,  VA  23464 
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Payroll  Paternalism 

Employment  regulations  are  getting  to  be  too 
much  for  most  businesses.  But  they're  a  jackpot 
for  firms  that  can  help  play  Big  Brother. 


BY  BRIGID  MCMENAMIN 

YOU  KNOW  WHAT  WE  WANT. 
Give  it  to  us  now — or  else. 
Three  years  ago  Paul  Bradley 
began  receiving  calls  like  that 
at  his  office  in  Salt  Lake  City, 
where  he  is  personnel  chief  for  Young 
Electric  Sign,  an  80-year-old  family- 
owned  firm  that  makes  neon  lights  for 
Las  Vegas  casinos. 

Loan  sharks?  No,  these  were  Utah 
officials,  demanding  information  on 
Young's  employees  as  required  by  the 


Personal  Responsibility  &  Work  Op- 
portunity Reconciliation  Act  of  1996, 
also  known  as  the  Welfare  Reform  Act. 
The  federal  law,  implemented  by  the 
states,  requires  bosses  to  file  a  New  Hire 
Reporting  form  to  bureaucrats  at  a  spe- 
cial state  registry  within  20  days  after  an 
employee  starts  work. 

The  names  go  to  the  Federal  Parent 
Locator  Service  for  listing  in  a  national 
directory  so  officials  in  other  states  can 
check  to  see  whether  the  hire  owes  child 
support  (see  box,  p.  120).  "This  is  real 


Big  Brother  stuff,"  notes  Emi 
Chacon,  director  of  the  Office 
Recovery  Services,  which  m, 
ages  the  registry  in  (mostly)  bil 
ness-friendly  Utah. 

If  a  worker  is  flagged,  the  ej 
ployer  must  dock  his  pay  a 
send  the  correct  sum  to  the  sti 
adjusting  the  amount  in  lighli 
his  wages  and  hours,  his  mar 
status,  other  children  or  deb 
and  the  limits  set  by  the  Ccj 
sumer  Credit  Protection  A 
Even  if  the  employee  wishes 
write  the  check  himself,  the  bt 
must  do  it.  With  1,200  employ* 
in  eight  states,  Bradley  struggj 
to  file  on  time.  He  spent  80  hoi 
trying  to  automate  the  repor 
only  to  have  Utah's  computer  s] 
them  out,  again  and  again. 

"Meantime,  I'm  getting  ca| 
from  the  New  Hire  Reporting  pe 
pie  saying,  'Where's  our  inforrfl 
tion?' "  says  Bradley.  "You're  tryu 
to  put  your  customers  first.  Th( 
you  have  this  other  side,  this  da 
side,  where  you're  getting  attack! 
by  government  employees." 

Intimidated  and  discourage! 
Bradley  farmed  out  the  payroll 
$1.2  billion  (revenues)  Ceridia 
He  spent  $40,000  for  hardwai 
$47,000  for  software  and  seti 
fees,  plus  $39,000  each  year.  Chi 
executive  Michael  Young  sign* 
off.  Well  worth  it,  says  Bradle 
Other  bosses  agree:  Nearly  30 
have  contracted  outside  servic 
to  do  their  new-hire  reports,  a 
cording  to  a  2000  survey  by  tl 
Bureau  of  National  Affairs. 
The  new-hire  legislation  is  one 
dozens  of  federal  and  state  laws  th 
force  U.S.  employers  to  moonlight 
unpaid  police,  nannies  and  tax  colle 
tors  (see  box,  p.  120).  Each  one  spawi 
volumes  of  related  regulations  as  well 
periodic  amendments — a  boon  f< 
firms  that  support  payroll,  withholdii 
or  personnel  tasks.  Out  of  ten  U.S.  cor 
panies  seven  hire  out  at  least  one 
those  jobs.  "People  are  outsourcing  b 
cause  payroll,  benefits  and  compliant 
have  become  so  burdensome,"  explaii 
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c£inda  fandoJt  lib 


ERTY  MUTUAL  NURSE  CASE  MANAGER 


BUSINESS 


AUTO 


HOME 


LIFE 


W  Go  ahead,  give  me  your  worst. 
Back  pain.  Broken  bones.  Whatever 
injury  an  employee  suffers,  nothing 
will  stop  me  from  getting  them  back 
on  the  job  as  safely  and  quickly  as 
possible.  By  coordinating  the  doctors, 
employer  and  the  injured  worker,  I 
keep  the  recovery  process  moving. 
And  being  a  Registered  Nurse  with  28 
years  of  experience  helps  me  know 
just  what  an  injured  employee  needs, 
from  medical  care  to  rehabilitation. 
Because  when  it  comes  to  my  job, 
the  more  pain  I  can  deal  with,  the 
better  everyone  feels.  IJIJ 


Through  proven  recovery 
programs,  our  experienced  Nurse  Cose  Managers  helped  save 
customers  nearly  700,000  disability  days  last  year  alone. 


Liberty 
Mutual 


YEAH,  RIGHT. 

AN  OPTICAL  NETWORK 

THAT  SCALES  TO  1.6 
TRILLION  BITS  OF  DATA 
OVER  A  SINGLE  OPTICAL 
FIBER  THAT  YOU  CAN 
DEPLOY  RIGHT  NOW. 


Right. 


Lucent  is  making  it  happen  now  for  TIME  WARNER  ^TELECOM 

Our  WaveStar™  OLS  1.6T  DWDM  system  being  deployed  in  their  broadband  network  is 

ready  to  handle  more  than  a  terabit  (trillion  bits)  of  data.  Listen  to  Lanssa  Herda, 
their  President  and  CEO:  "We  need  a  next-generation  optical  network  to  keep  up  with 
the  strong  demand  for  our  broadband  services.  Lucent  gets  it.  And  they're  delivering.' 
Visit  www.lucent.com  to  see  how  Lucent  is  building  the  all-optical  future  today. 


Lucent  Technologies 

Bell  Labs  Innovations 


©2001  Lucen!  Technologies 


EMPLOYMENT  LAW 


Employee  Handoff 


Even  big  corporations  are  turning  to  contractors 
for  relief  in  fathoming  and  implementing  the  myriad 
regulations  governing  employment. 


Client 

^unnliprvpnrfor 

Cnntrart  valup 

($mil) 

Duration 

(years) 

Unisys 

Exult 

$300 

.  7 

Pacliv 

Exult 

9 

3 

Tenneco  Automotive 

Exult 

9 

3 

Nortel 

PriceWaterhouse 

50 

5 

Eamfax 

PriceWaterhouse 

20 

3 

United  Healthcare 

Synhrgy 

25 

5 

BASF 

PriceWaterhouse 

60 

5 

Sources  PriceWaterhouse;  Exult 

Scott  Mezistrano,  manager  of  govern- 
ment relations  for  the  American  Payroll 
Association,  a  trade  group. 

Spending  on  personnel  outsourcing 
is  up  24%  per  year  over  the  past  two 
years  and  that  is  expected  to  continue 
over  the  next  three  years,  according  to 
San  Jose,  Calif.-based  Dataquest,  a  divi- 
sion of  Gartner  Group.  More  bosses  are 
farming  out  several  personnel  tasks, 
often  to  a  single  vendor.  The  market  for 
that  kind  of  service,  known  as  "inte- 
grated outsourcing,"  rose  to  $1.9  billion 
last  year.  Robert  Maina,  an  analyst  with 
Toronto-based  CIBC  World  Markets, 
predicts  it  will  be  $15  billion  by  2005. 
Perhaps  half  will  go  to  outfits  like  Au- 
tomatic Data  Processing  (ADP),  Ceridi- 
an,  ProBusiness  and  maybe  Paychex,  all 
of  which  began  by  doing  payroll,  with 
the  rest  split  between  firms  like  Price- 
waterhouseCoopers,  known  for  admin- 
istering benefits,  and  new  companies 
like  Synhrgy  and  Exult,  born  to  do  just 
this. 

Each  new  regulation  helps.  "Anything 
that  makes  the  regulatory  burden  on  the 
employer  greater  is  good  for  us,"  says  An- 
drew Childs,  a  marketing  vice  president 
with  ADP,  a  $6.3  billion  (revenues)  Rose- 
land,  N.J.  firm  that  does  payroll,  tax  work 
and  other  personnel  services. 

A  few  employers  have  outsourced 
nearly  all  their  personnel  headaches. 
Last  year  Equifax,  for  instance,  hired 
PricewaterhouseCoopers,  which  also 
does  most  of  the  personnel  work  for 
Nortel  Networks.  BP  Amoco  signed  a 
five-year,  $600  million  contract  with 
Irvine,  Calif.-based  Exult,  which  went 
public  last  spring. 


An  almost  universal 
headache  for  employers 
is  payroll  taxes:  Social 
Security,  Medicare  and 
federal  income  tax,  as 
well  as  various  state  and 
local  income  taxes.  The 
rules  are  tricky,  and 
employers  have  only 
two  days  after  the  dead- 
line to  get  the  money 
in.  A  bookkeeper  quits 
and  you  pay  late?  Penal- 
ties start  at  2%,  swiftly 
rising  to  5%  after  5  days,  10%  after  15 
days  (15%  if  you  don't  pay  10  days 
after  notice),  plus  interest  at  a  floating 
rate  of  about  9%.  So  if  you  pay  one 
month  late,  the  hit  is  as  bad  as  if  you 
put  the  tax  bill  on  your  credit  card  for  a 
year.  Employers  who  err  are  treated 
more  harshly  than  if  they'd  stolen  from 
the  employees. 

"The  penalties  are  horrendous," 
agrees  Ronald  Noll,  a  Malvern,  Pa.  ac- 
countant with  services  in  37  states  under 
the  name  Payroll  Fac- 
tory. Worst  of  all,  the 
owner  or  bookkeeper  is 
personally  liable  for  mis- 
takes. Eric  Brown,  39,  a 
toxic  waste  cleanup  ex- 
pert, is  still  paying  the 
IRS  for  a  withholding  tax 
mistake  he  made  back  in 
the  1980s,  when  he  was 
running  his  own  janito- 
rial firm.  Brown's  mis- 
take? Paying  quarterly, 
instead  of  withholding 
from  each  paycheck. 
Brown  owed  $37,000 
and  was  additionally  hit 
with  a  100%  penalty.  "I 
was  naive,"  he  sighs. 

Stories  like  that 
make  it  easy  to  sell  pay- 
roll tax  services.  "You 
make  a  CEO  aware  of 
the  risks  of  noncompli- 
ance in  that  area;  it's  al- 
most a  no-brainer," 
crows  Ceridian's  mar- 
keting vice  president, 


State  withholding  can  be  a  nj 
income,  unemployment  insurance 
ability,  city  and  commuter  taxes.  Tl 
constant  fiddling;  California  chang 
disability  tax  twice  in  one  year. 

California  also  recently  ordereo 
plovers  to  file  new-hire  reports  and 
lect  child  support  from  indepen 
contractors,  as  well  as  from  empk 
"You  read  this  and  you're  like  'OH 
God,' "  gasps  Tamara  Engel,  spokej 
for  a  Pleasanton,  Calif.-based  se] 
called  ProBusiness.  Of  the  156,000 
proposed  in  various  states  last 
some  1 5,000  would  heap  new  duti» 
employers.  "This  is  the  reason 
many  of  our  clients  choose  to 
source  with  us,"  says  Engel,  wj 
company's  billings  exceed  $100  mil 

The  biggest  beneficiary  is  ADP,  \\ 
serves  370,000  employers,  inclu< 
Forbes.  Last  year  ADP  processed  44 
lion  year-end  tax  statements  and  mi 
$450  billion  to  taxing  authoritie 
North  America  alone,  earning  S349 
lion  just  from  investing  the  float. 


Tales  From  the  Froi 

T 


Barbara  Hensley. 


he  fine  print  of  the  nation's  multitudin 
employment  laws  is  a  recipe  for  headac 
At  Daniels  Manufacturing,  an  Orlando,  F 
based  maker  of  tools  for  aeronautics,  Presic 
George  Daniels,  like  all  employers,  has  to  file 
nual  reports  with  the  Equal  Employment  Oppo 
nity  Commission,  classifying  workers  by  sex,  r 
and  ethnicity.  But  he  can't  very  well  ask  applic£ 
their  race  before  they're  hired  and  the  EEOC  pre 
he  didn't  ask  after  hiring  either,  according  to  p 
lished  guidelines.  Starting  next  year,  he'll  also  h 
to  figure  out  which  workers  are  of  mixed  race  ( 
possibilities)  to  comply  with  new  rules  from  the 
fice  of  Management  &  Budget. 

Last  year  regulators  decided  that  it  wa: 
enough  for  employers  to  notify  new  and  depati 
employees  of  their  right  to  stay  on  the  compi 
health  plan  under  the  so-called  Cobra  law.  Empl 
ers  must  also  send  notice  home  to  a  new  spoi 
when  he  or  she  joins  the  plan. 

Also,  the  rules  must  be  reconciled  with  other  < 
ployee  edicts.  What,  asked  Employee  Benefits  Jt 
nal,  are  the  Cobra  rights  of  a  worker  who  quits  o 
laid  off  during  a  family  leave?  What  if  a  worker  on  i 
ability  requests  family  leave  to  adopt?        — B.Mi 
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Credit  where  credit  is  due:  the  Da  Vinci 
is  a  mechanical  chronograph  with  a  perpetual 

calendar  and  perpetual  moon  phase 
mechanically  programmed  until  the  year  2499. 
Ref.  3750  in  stainless  steel,  $12,500 
(suggested  retail  price).  Also  available  in  18  ct.  yellow  gold. 


1341  Fifth  Avenue.  Seattle.  WA  98101  •  (206)  623-2528  •  (800)  733-2528 

To  receive  a  one  year  FREE  subscription  to  WATCH  INTERNATIONAL 
and  complete  IWC  catalog  please  call  (800)  432-9330. 


EMPLOYMENT  LAW 


Piling  On 


Federal  legislation  of  many  varieties  comes 
home  to  roost  in  the  nation's  workplaces. 


1954  Internal  Revenue  Code  (revised) 

1964  Civil  Rights  Act 

1968  Consumer  Credit  Protection  Act 

1970  Occupational  Safety  &  Health  Act 
Federal  Unemployment  Tax  Act 
Health  Maintenance  Organization  Act 

1973  Rehabilitation  Act 

1974  Employee  Retirement  Income  Security  Act 
1976  Toxic  Substances  &  Control  Act 
1978  Discriminatory  Treatment  in  Bankruptcy 

Jury  System  Improvement  Act 
Comprehensive  Environmental  Response 

1980  Compensation  &  Liability  Act 

Older  Workers  Benefit  Protection  Act 

1982  Tax  Equity  &  Fiscal  Reform  Act 

1984  Child  Support  Enforcement  Amendments 

1985  Consolidated  Omnibus  Budget 
Reconciliation  Act 

1986  Immigration  Reform  &  Control  Act 
Tax  Reform  Act 

1988  Family  Support  Act 
Worker  Adjustment  &  Retraining 
Notification  Act 

Employee  Polygraph  Protection  Act 
Drug  Free  Workplace  Act 

1989  Fair  Labor  Standards  Act 

1990  Americans  With  Disabilities  Act 
Age  Discrimination  in  Employment  Act 

1993  Family  &  Medical  Leave  Act 
North  American  Free  Trade  Agreement 

1994  Uniformed  Services  Employment 
&  Reemployment  Rights  Act 

1996  Personal  Responsibility  &  Work 
Opportunity  Reconciliation  Act 
Health  Insurance  Portability 
&  Accountability  Act 

Source:  National  Association  of  Professional  Employer  Organizations 

After  withholding,  there's  the  Fam- 
ily &  Medical  Leave  Act,  a  1993  law  en- 
titling workers  to  up  to  12  weeks  off 
without  pay  to  deal  with  new  babies 
and  serious  health  con- 
ditions. One  trouble  is 
it's  hard  to  say  who  is 
entitled,   as   no  two 
judges  or  bureaucrats 
agree  as  to  which  condi- 
tions qualify. 

"One  year  the  De- 
partment of  Labor  said 
that  the  cold,  the  flu  and 
nonmigraine  headaches 
were  not  serious  health 
conditions.  The  next  year, 
they  said  that  they  could 
be,"  said  Dixie  L.  Dugan, 


personnel  manager  for  an  Indi- 
ana group-home  management 
company,  in  testimony  before 
Congress  last  year.  "This  has  been 
very  confusing  for  us."  Any  em- 
ployer who  dares  turn  down  a  re- 
quest for  leave  risks  a  lawsuit.  The 
boss  is  personally  liable. 

Anyone  who  grants  leave 
faces  a  different  problem:  keep- 
ing track  of  how  much  time  is 
used.  That's  because  the  law  al- 
lows an  employee  to  take  the  12 
weeks  off  in  dribs  and  drabs. 
She  might  demand  as  little  as 
six  minutes,  say,  to  inject  insulin 
or  tend  to  a  wound.  Could  your 
payroll  system  handle  that?  You 
might  let  the  employee  slide. 
But  if  you  do  that,  forget  about 
enforcing  any  attendance  rules. 
That  would  smack  of  discrimi- 
nation. Some  54%  of  employers 
despair  even  of  doing  time 
records  correctly,  according  to 
surveys  by  the  Society  for 
Human  Resources  Management 
and  the  Department  of  Labor. 

Caught  in  a  vise,  employers 
are  turning  for  help  to  compa- 
nies like  Core  Inc.,  a  $64  million 
(revenues)  Irvine,  Calif.-based 
firm  that  specializes  in  "em- 
ployee-absence management." 
Founded  in  1990,  Core  admin- 
isters workers  compensation 
and  disability  for  1.7  million  workers. 
As  soon  as  the  Department  of  Labor  is- 
sued family  leave  regulations  in  1995, 
Core  began  hawking  its  services  that 


help  employers  comply  with  that 
Today  it's  also  tracking  150,000  \ 
ers  on  leave. 

Perhaps  the  most  demanding 
regulations  are  those  that  deal  wit 
mechanics  of  keeping  health  insu 
after  leaving  a  job.  Known  as  C 
for  the  1985  omnibus  U.S.  budgi 
that  birthed  it,  these  regulatior 
quire  employers  to  let  former  wo 
pay  to  keep  their  insurance  fc 
months,  or  longer  if  disabled.  But 
also  force  the  boss  to  moonlight 
insurance  agent,  marketing  the  sc 
and  collecting  premiums.  Penaltic 
to  $200  per  employee  per  day  foi 
ing  to  notify  new  and  departing  v 
ers  promptly. 

New  players  are  entering  the 
Giant  money  manager  Fidelity  ha 
panded  from  handling  retirei 
plans  to  the  broader  personnel  se 
In  February  it  announced  plar 
offer  50  big  clients  the  use  of  an  o 
benefits  service  for  their  1.5  mi 
employees. 

Meantime,  firms  that  started  ii 
part  of  the  field  are  branching 
Ceridian  acquired  a  firm  that  spe 
izes  in  dealing  with  problems  like 
ual  harassment  and  drug  addictio 

The  endgame  is  a  single  sy: 
rigged  to  keep  track  of  everyt 
about  each  employee,  from  res 
through  pension  plan,  and  to  calc 
every  item  to  the  last  penny,  and 
out  all  of  the  required  report: 
schedule.  Big  Brother?  Maybe.  So 
haps  it's  time  to  review  the  regulat 
covering  employee  privacy. 


Not  Just  Deadbeats 


Those  "deadbeat  dad"  databases  include 
not  only  scofflaws  but  also  good  fathers 
who'd  never  miss  a  payment. 
Time  was  when  divorce  court  judges  wouldn't 
garnishee  wages  unless  Dad  failed  to  pay.  These 
days  such  orders  are  routine,  even  in  amicable 
divorces. 

Harmless?  Not  if  you  care  about  your  repu- 
tation. Most  people  still  assume  you  must  have 
failed  to  pay  or  the  judge  wouldn't  have  attached 
your  paycheck.  Yet  next  time  you  change  jobs 


and  your  new  boss  files  a  New  Hire  Report, 
name  will  come  up  on  a  state  social-ser 
agency's  computers,  same  as  if  you'd  a; 
doned  your  offspring. 

Even  if  the  court  hasn't  passed  on  a  sup 
order  to  the  state,  mothers  often  do,  askinj 
agency  to  handle  collections  from  the  star 
your  name  goes  into  the  files  the  moment 
seeks  any  other  state  assistance— e.g., 
stamps  or  children's  health  coverage  for 
near-poor.  —B.t\ 


120     FORBES-  April  16,2001 


Globalisation, 

education  and 

Technology 


JOINT 
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FOR 
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What  are  the  opportunities  for  minority  communities  in  the  21st  century? 
Eddie  N.  Williams,  the  28-year  president  and  respected  architect  of 
Washington's  "black  think  tank,"  the  Joint  Center  for  Political  and  Eco- 
nomic Studies,  thinks  he  has  the  answer:  "We  GET  it."  "GET"  is  short- 
hand for  Globalization,  Education  and  Technology,  his  strategy  for 
economic  advancement  of  minority  communities  in  the  new  century. 
"How  minority  communities  relate  to  the  transcending  importance  of 
these  three  critical  forces  will  determine  our  place  in  the  future,"  Williams 
explains.  He  is  serious  about  a  new  direction:  "If  we  try  to  fight  old  bat- 
tles with  obsolete  weapons  for  diminishing  returns,  we  will  be  perma- 
nently left  behind.  We  will  be  forced  to  admit,  we  just  didn't  get  it." 


•ADVERTISEMENT  2 


"The  Joint  Center  Generates  So  Much  New  Intellectual 

and  Social  Capital,  It  Fosters  an  Environment  Wher 

All  Can  Find  Common  Ground." 

Badi  Foster,  President,  Phelps  Stokes  Founi 


Verizon 

Verizon  is  proud  of  our  long-standing 
economic  support  of  businesses  owned 
by  minorities,  women, Vietnam-era  vets 
and  persons  of  disability  (MW/DV  BEs) 
and  the  communities  we  serve. 

Verizon  spent  more  than  $1.5  billion 
in  2000  in  direct  and  subcontract  pur- 
chases with  MW/DV  BEs  suppliers 
who  participated  in  our  competitive 
sourcing  process. 

Verizon  is  also  committed  to  expand- 
ing the  use  of  MW/DV  BEs  in  financial 
and  legal  services. The  company  con- 
tributed $10  million  to  a  private  equity 
fund  to  help  finance  growth  of  minori- 
ty-owned businesses  and  an  additional 
$10  million  to  the  equity  fund  of  the 
U.S.  Hispanic  Chamber  of  Commerce 
toward  the  development  of  Hispanic- 
owned  businesses. 

In  the  community,  Verizon  has 
already  contributed  more  than  $6  mil- 
lion to  minority  nonprofit  groups  in 
the  first  month  of  2001,  including 
nearly  $600,000  for  community  tech- 
nology development  and  workforce 
development. 

These  initiatives  and  others,  as  well 
as  our  work  with  key  advocacy  groups, 
demonstrate  Verizons  dedication  to 
die  economic  advancement  of  minorities. 


venzon 


"Virtually  every  aspect  of  our  lives  will  be 
touched  by  people  and  forces  beyond  our 
shores,"  he  says.  Globalization  is  the  real- 
ity for  everyone  everywhere.  Anyone  with 
a  PC,  anywhere  in  the  world,  has  joined 
our  labor  pool. 

Education,  of  course,  is  the  key  to  pre- 
paredness for  the  new  economy.  Although 
great  strides  have  been  made,  there  is  still 
a  challenging  gap  to  close.  And  technology, 
the  force  that  drives  both  the  pace  of  glob- 
alization and  the  demand  for  education, 
continues  to  expand  rapidly.  Williams  sees 
opportunity  in  the  "democratizing  powers" 
of  technology:  "When  minority  communities 
are  able  to  accommodate  technology,  to  close 
the  'digital  divide,'  yesterday's  marginals  will 
become  tomorrow's  mamstreamers." 

A  Distinctive  Voice 

And  a  Voice  of  Distinction 

Williams'  advice  is  heeded  by  both  the 
minority  community  and  business  and  gov- 
ernment decision  makers  because  he 
speaks  with  authority  from  a  time-tested 
podium.  This  steady  voice  of  reason,  effec- 
tively communicating  between  minority 
communities  and  the  world  of  the  decision 
makers,  promotes  both  reconciliation  and 
continuing  progress.  Given  an  increasingly 
diverse  American  population  and  the  fast- 
paced  global  business  and  economic  envi- 
ronment, business  leaders  can  better  pre- 
pare themselves  for  the  future  through 
strategic  alliances  with  the  Joint  Center. 

"We  are  a  distinctive  voice  and  a  voice 
of  distinction,"  says  Joint  Center  Commu- 
nications and  Marketing  Vice  President 
Denise  L.  Dugas,  a  14-year  veteran  of  the 


Wall  Street  Journal.  "We  are  alS' 
model  for  the  dynamic  role  nonp 
must  play  in  the  21st  century.  We 
how  to  align  with  private  compani 
spur  business  and  policy  changes." 

Some  supporters  go  even  further 
Foster  has  for  decades  used  Joint  C 
data  to  inform  his  colleagues.  A  20-ye< 
eran  of  Aetna  Life  and  Casualty  and  no 
president  of  the  Phelps  Stokes  Found 
he  believes  the  work  of  the  Joint  C 
actually  suggests  the  need  for  an  add 
definition  of  "profitable":  "The  Joint  C 
generates  so  much  new  intellects 
social  capital,  it  fosters  an  environ 
where  all  can  find  common  ground." 

A  Foundation  of  Groundbreaking,  j 
Research:  Tracking  Trends  and  Issi 

The  heart  of  the  Joint  Center,  as  well 
work  and  reputation,  is  its  research. ' 
began  30  years  ago  to  support  the  w< 
new  black  elected  officials,  many  isc 
in  small  and  rural  communities  acros 
country,  has  mushroomed.  Today's 
professionals  identify  governance 
public  policy  issues  that  have  signif 
economic  and  political  impact  on  mir 
communities.  Then  they  gather  tog< 
every  relevant  data  source  and  the 
ions  of  a  wide  range  of  experts,  cor 
their  own  independent  surveys  and  sti 
analyze  it  all  through  the  "minority  I 
and  publish  the  results  widely. 

As  the  Joint  Center's  reputation 
grown,  so  has  its  audience  and  the  r 
urns  through  which  it  delivers  its  mes: 
The  Joint  Center  is  lauded  for  its  Nat 
Policy  Institutes  at  the  beginning  of  e 


IJ  I  i 

Floyd  Little,  a  Seattle  Ford  dealer,  always 
goes  the  distance.  When  kids  in  the 
neighborhood  wanted  to  ski,  Floyd  and  his 
fiancee,  Denise  Bouldin,  packed  them  up 
and  hit  the  slopes.  When  the  neighborhood 
antidrug  program  was  cut  due  to  lack  of 
funding,  Floyd  picked  up  the  tab  to  keep 
the  program  running.  Floyd's  effect  on  his 
community  is  tremendous. 

In  1 967,  Ford  decided  to  help  minorities 
achieve  their  dream  of  owning  a  dealership 
through  its  Minority  Dealer  Program. 
Today,  there  are  over  360  minority  dealers 
like  Floyd  who  are  changing  their 
communities  —  proving  that  sometimes 
a  little  is  all  you  need. 

For  more  information  about  our  Dealer 
Program,  call  I  -800-450-8555. 
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"I  Always  Turn  First  to  the  Joint  Center  and  Brookings.  These  4 

No  Matter  Which  Party  Heads  the  Executive  Brai 


PM's  Commitment 
To  Diversity 
Is  Profound  and  Abiding 

Philip  Morris  Companies  believes  that 
diversity  makes  everyone  stronger  — 
our  companies,  our  employees  and 
our  communities.  Our  commitment  to 
diversity  spans  mam'  decades  and  con- 
tinues into  the  new  millennium.  It  is 
reflected  in  our  workforce,  our  sup- 
pliers, our  contributions  efforts  and 
our  support  of  organizations  such  as 
the  Joint  Center  for  Political  and  Eco- 
nomic Studies 

Diversity  is  broadly  defined  at  the 
Philip  Morris  family  of  companies.  We 
support  diversity  by  embracing  all  the 
ways  in  which  people  differ.  We 
respect  and  value  differences  in  cul- 
tural backgrounds,  lifestyles,  beliefs 
and  experiences.  We  believe  in  the 
intrinsic  worth  and  unique  potential 
of  every  individual. 

Diversity  is  a  commitment  within 
our  organization  made  possible  by  our 
dedicated  employees  worldwide  who 
embrace  its  principles  every  day  in 
ever>  way. 


Working  to  make  a  difference. 
The  people  of  the  Philip  Morris  Companies. 


(kraft) 


PHILIP  MORRIS 

U&A. 


presidential  election  year  and  for  its  many 
Public  Policy  Forums  on  selected  issues. 
Joint  Center  research  analysts  regularly 
provide  data  to  corporate  executives,  brief 
Congress  members,  appear  as  expert  wit- 
nesses in  court  cases  and  act  as  advisers 
to  businesses  and  government.  Financial 
institutions  use  Joint  Center  reports  to  plan 
business  development,  and  business  exec- 
utives use  it  for  strategic  planning.  And 
many  leaders  turn  to  it  to  add  substance  to 
their  speeches. 

With  its  voice  of  authority,  excellence 
and  moderation,  the  Joint  Center  has 
provided  insight  into  the  benefits  and 
complexities  of  a  diverse  society.  Exam- 
ining this  issue  through  the  "lens  of 
diversity"  is  the  key,  says  Dr.  Margaret 
Simms,  the  Stanford-trained  economist 
who  is  the  Joint  Center's  vice  president 
for  research. 


Building  Capacity  Abroad 

At  the  end  of  apartheid,  when  South  f\ 
was  preparing  for  its  first  democj 
national  election,  the  Joint  Center  wd 
with  disenfranchised  political  parties  tq 
pare  them  for  their  new  civic  duty, 
very  successful  collaboration  has  rip^ 
into  a  continuing  presence. 

The  South  Africa  program,  oversea 
the  Joint  Center's  vice  president  for  I 
national  Affairs,  Harvard  anthropology 
Carole  Henderson  Tyson,  now  ■/» 
through  research  and  commumty-bai 
organizations  to  strengthen  local  go 
nance  and  policy  research.  The  Joint  Ce* 
Johannesburg  office  is  sponsoring  m$ 
economic  and  HIV/AIDS  research  thri 
some  15  local  organizations,  documeil 
extensively,  for  example,  the  HIV/d 
challenge  and  its  impact  on  education,  go 
nance  and  the  economy.  The  final  rep 


philipmo-ris.com 


Eddie  N.  Williams,  president/CEO  of  the  Joint  Center,  shares  conversation  with 
President  Al  Gore  and  U.N.  Secretary  General  Kofi  Annan  at  a  Washington,  D.C.,  receptio 
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3  the  Policy  Makers  Take  Seriously. 

enter  Is  Likely  to  be  Included  in  Major  Policy  Discussions." 


Connie  Newman,  Upstart  Partners  and  Former  President  Bush's  Director  of  Personnel  Management 


iclude  public  policy  recommendations, 
/vays  attuned  to  recognizing  new 
irtunities,  leaders  noticed  that  women 
ained  mostly  silent  in  training  ses- 
5.  The  Joint  Center  began  separate 
rams  for  women  and  girls.  The  ulti- 
3  goal  is  establishing  an  empower- 
t  training  model  that  can  be  replicated. 
;  Dr.  Tyson,  "We  had  to  find  a  way. 
locracy  can  be  sustained  only  if  there  is 
Dng  civil  society  base."  This  is  the  kind 
ternational  business  opportunity  the 
:  Center  regularly  spots  and  seizes. 

/ering  the  Critical  Information 
1 21st-century  Speed:  DataBank 

ig  its  own  advice  about  education  and 
nology,  in  1999  the  Joint  Center 
3d  on  to  the  information  superhighway 
its  DataBank,  a  vast  array  of  statistical 
•mation  organized  and  presented  by 
esearch  staff.  Any  Web  site  visitor  has 
ediate  access  to  prepared  fact  sheets 
acial  and  ethnic  population  data  and 
3ctions  on  issues  from  housing  to 
th,  employment  to  crime,  accompa- 
by  thoughtful  analysis.  The  data  are 
sd  from  the  U.S.  Census  Bureau,  the 
>r  Department's  Bureau  of  Labor  Sta- 
:s  and  other  agencies,  with  clear  links 
I  the  primary  sources. 
ie  Joint  Center's  groundbreaking  opin- 
ions —  using  oversamplmg  to  tap  the 
vein  of  differences  and  similarities 
/een  African-American  responses  and 
esponses  of  all  Americans  —  as  well 
;sues  of  the  Joint  Center's  monthly 
azine,  Focus,  can  also  be  accessed  via 
Neb  site.  Here  is  everything  necessary 


to  prepare  the  minority  worker  for  the  21  st 
century,  whether  from  the  perspective  of 
the  employer  or  employee. 

This  is  the  World  Wide  Web  at  its  high- 
est and  best  use.  And  the  word  is  getting 
around.  By  the  end  of  last  year,  hits  to  the 
Joint  Center's  unadvertised  Web  site  had 
soared  to  300,000,  almost  triple  the  aver- 
age for  the  first  three  years. 

Cutting-Edge  Public  Awareness:  Black 
Leadership  Information  Exchange 

In  1999,  along  with  the  launch  of  Data- 
Bank,  the  Joint  Center  inaugurated  the 
Black  Leadership  Information  Exchange 
(BLIE),  the  first  Internet-based  interactive 
membership  network  of  policy  influential. 
For  the  first  time,  black  leaders  have  easy 
and  direct  access  to  one  another  and, 
through  links  to  the  Joint  Center's  Web  site 
and  DataBank,  to  a  vast  information  net- 
work. Members  are  even  entitled  to  cus- 
tomized research. 

Through  BLIE,  the  Joint  Center  also  joins 
in  the  communication.  It  surveys  members 
to  identify  issues  and  then  plans  public 
policy  forums  to  formulate  action  strate- 
gies. These  forums  pull  together  experts 
on  all  sides  of  the  issue,  encouraging  them 
to  debate  and  then  make  recommenda- 
tions. The  conclusions  are  sent  back  to  the 
BLIE  members.  The  result:  a  more  pro- 
ductive dialogue,  greater  community 
empowerment  and  an  improved  quality  of 
life  for  all.  The  Joint  Center  lives  its  motto: 
"Empowering  People  Through  Information 
and  Technology." 

As  broad  and  significant  as  this  accom- 
plishment is,  the  Joint  Center  is  not  satis- 


Chrysler 

It's  not  easy  to  change  the  world.  For 
this  reason,  Chrysler  salutes  and  sup- 
ports the  Joint  Center  for  Political 
and  Economic  Studies.  With  research, 
information  and  technology,  the  Joint 
Center  diligently  works  toward 
minority  economic  advancement. We 
also  applaud  the  center's  efforts  to 
encourage  minority  participation  in 
the  political  and  public  policy 
arenas,  as  well  as  to  build  coalitions 
across  racial  and  ethnic  lines. 
Chrysler  would  like  to  wish  the  Joint 
Center  continuing  success  in  its 
future  efforts  to  make  this  a  better 
nation  for  all. 


Ford  CEO  Jacques  Nasser 

Ford  Motor  Company 

"A  diverse  workforce  is  a  competitive 
strength,"  says  Jacques  Nasser,  Ford 
Motor  Company's  CEO. 

Ford  lives  by  these  words.  Programs 
promoting  diversity  within  Ford  and 
in  its  relationships  with  outsiders  — 
dealers,  suppliers  and  communities  — 
ensure  results. 

Says  Elliot  S.  Hall,  vice  president  of 
Dealer  Development, "We  realize  the 
purchasing  power  of  minorities,  and 
our  dealers  and  suppliers  reflect  that 
knowledge."  As  of  2000,  there  were 
381  minority-owned  Ford  dealerships. 

Those  owned  by  African  Americans 
—  253  —  exceed  the  combined  totals 
of  the  other  two  major  automotive 
companies.  Purchases  from  minority 
suppliers  surpassed  $3  billion,  more 
than  any  other  corporation  in  Ameri- 
ca, a  status  Ford  has  held  for  the  last 
three  years. 

Hall,  for  many  years  head  of  Ford's 
Washington  office  and  a  former  Joint 
Center  board  member,  credits  Joint 
Center  reports  with  a  number  of  his 
successes.  "Joint  Center  statistics  and 
analyses  were  the  backbone  of  some 
of  my  most  convincing  positions." 

Ford  and  the  Joint  Center:  a  part- 
nership for  business  diversity. 


fied.  Over  the  next  few  years,  Hispanic- 
American,  Asian-American  and  Native- 
American  national  organizations  will  be 
brought  into  the  network,  providing  a  venue 
for  all  minorities  to  find  common  ground 
and  then  distribute  authoritative  policy  briefs. 

Minority  Business  Network: 

The  Minority  Business  RoundTable 

A  popular  misperception  is  that  minority 
businesses  are  very  small  and  not  econom- 
ically viable,  but  the  reality  is  that  minority- 
owned  firms  are  growing  at  twice  the  rate  of 
all  firms  in  the  U.S.  in  both  total  sales  and  the 
emergence  of  new  firms.  Joint  Center 
research  in  1998  identified  more  than  200 
companies  that  had  annual  gross  sales  of 
$50  million  or  more.  To  correct  the  public  mis- 
perception  and  provide  a  forum  for  formulat- 
ing more  effective  policies,  the  Joint  Center 
established  the  Minority  Business  Round- 
Table (MBRT)  with  initial  support  from  the 
U.S.  Department  of  Commerce  and  AT&T. 
To  join,  one  must  be  the  CEO  of  a  compa- 
ny owned  50%  or  more  by  minorities  and 
with  annual  revenues  of  at  least  $50  million. 

More  than  200  leaders  of  such  business- 
es —  owned  by  African  Americans,  His- 
panic Americans,  Asian  Americans  and 
Native  Americans  —  are  eligible  for  mem- 
bership, and  the  30-member  MBRT  Board 
of  Directors  includes  CEOs  of  companies 
with  annual  revenues  from  $50  million  to 
$2  billion.  These  companies  represent  diverse 
industries  and  workforces  of  80  to  4,000. 

Building  Racial  Harmony 
Through  NABRE  and  Youth  NABRE 

The  Joint  Center's  newest  initiative, 


launched  at  the  end  of  2000,  is  appr 
ately  named  NABRE  (pronounced  "nJ 
bor").  It  addresses  head-on  the  J 
Center's  central  purpose:  to  change 
racial  climate  in  America.  Led  by  the  foi 
deputy  director  of  President  Clinton's  II 
Initiative,  Michael  Wenger,  the  Netwoi 
Alliances  Bridging  Race  and  Ethni 
(NABRE)  and  its  affiliated  Youth  NA 
have  linked  130  organizational  meml 
across  the  country.  These  local  and  nai 
al  organizations  are  engaged  in  prograrr 
bridge  racial  and  ethnic  divisions.  NAI 
and  Youth  NABRE  will  allow  them  to  le 
age  their  influence  and  effectiveness. 

The  NABRE  linkage  immediately  star 
transcend  the  major  difficulties  the  m 
bers  identified:  isolation,  lack  of  pi 
awareness  and  concern  about  racism,  i 
equate  resources  and  inability  to  mea: 
their  progress.  Through  an  interactive 
constantly  updated  section  on  the  J 
Center's  Web  site,  with  links  to  e' 
member  organization,  the  members  r 
begun  to  share  experiences.  They  are 1 
erating  new  energy  and  resources 
beginning  to  hold  burnout  at  bay. 

"Our  strategy  is  to  find  the  'promi 
practices'  —  the  lessons  learned,  fori 
that  work,  coalitions  built  —  and  put  tl 
on  our  interactive  Web  site  for  everyb 
We  certainly  want  to  reinvigorate  and 
spire  the  choir,"  says  Wenger,  "but 
hope  to  find  many  new  converts  as  w 
As  a  result  of  these  24/7  virtual  com 
tions,  NABRE  has  had  requests  from 
United  Kingdom,  South  Africa,  Australia 
Brazil  to  explore  international  linkai 
NABRE  is  harnessing  globalization,  edua 


300M 

It  is  truly  the  most  powerful  car  in  its  class*  The  Chrysler 
300M-winner  of  a  Consumers  Digest  "Best  Buy"  award. 
More  information?  1.800.CHRYSLER  or  www.chrysler.com 


"s  lower  luxury.  The  BEST  BUY  SEAL  is  a  registered  trademark  of  Consumers  Digest.  Inc..  used  under  license. 
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JPM organ  Chase 

The  JPMorgan  Chase  Community 
Development  Group  strengthens  the 
communities  in  which  we  do  business 
by  expanding  access  to  capital,  pro- 
viding leadership  by  example  and 
leveraging  the  many  resources  of  the 
corporation.  Central  to  this  mission,  we 
serve  low-  and  moderate-income  com- 
munities, small  businesses  and  individ- 
uals. We  also  provide  philanthropic 
support  to  nonprofit  organizations 
worldwide  —  and  The  Chase  Manhat- 
tan Foundation  is  a  proud  longtime 
supporter  of  the  Joint  Center  for  Polit- 
ical and  Economic  Studies. 

We  are  proud  to  have  provided  our 
communities  with  over  $25  billion  in 
community  development  activities  since 
1995. Through  an  innovative  partner- 
ship with  Chase  Business  Services,  our 
Supplier  Diversity  Program  has  provid- 
ed more  than  $800  million  in  contract 
opportunities  with  more  than  1.000 
minority-  and  women-owned  business- 
es since  the  program's  founding  in  1994. 
And  our  employees  contributed  over 
50,000  hours  of  volunteer  service  in 
more  than  1 50  cities  around  the  world 
during  our  annua!  Global  Days  of  Ser- 
vice weekend  in  2000. 

JPMorgan  Chase  has  earned  recent 
honors  such  as: 

•  Corporation  of  the  Year  —  New 
York/New  Jersey  Minority  Purchas- 
ing Council 

•  Small  Business  Administration 
National  New  Market  Lender  of  the 
Year  Award  for  Exceptional  Lending 
Achievement 

•  Governor  George  Pataki's  Martin 
Luther  King  Jr.  "Living  the  Dream" 
Award  for  Corporate  Diversity 

. . .  and  countless  others. 


and  technology  in  fresh,  promising  strate- 
gies to  bridge  the  racial  and  ethnic  gaps  that 
have  plagued  civil  societies  for  centuries. 

A  Proud  Legacy 

While  the  Joint  Center  rightfully  prides 
itself  on  its  ability  to  remain  vital  and  rele- 
vant to  a  changing  environment,  it  never 
strays  from  its  original  thesis:  that  the  best 
hope  for  minority  economic  and  political 
success  is  full  participation  in  every  aspect 
of  American  life.  This  core  value  can  be 
traced  directly  to  the  vision  of  one  man: 
Louis  Martin,  a  journalist  and  businessman 
who  was  an  adviser  to  Presidents 
Kennedy,  Johnson  and  Carter,  and  the 
Joint  Center's  first  board  chair. 

When  the  ranks  of  black  elected  officials 
began  growing  in  the  late  1960s,  Martin 
knew  they  needed  guidance  if  they  were 
to  become  effective  and  influential.  He 


brought  together  some  of  the  best 
strategic  thinkers,  such  as  social  psyc 
gist  Dr.  Kenneth  Clark,  Manhattan  Bon 
President  Percy  Sutton  and  Voter  Ec 
tion  Project  Executive  Director  Ve 
Jordan.  They  proposed  creation  of  a 
cle  for  serious  and  steady  informatic 
well  as  networking  through  a  new, 
partisan  organization.  As  a  result,  the 
Center  was  established  in  1 970  with  a 
year  grant  from  the  Ford  Foundation. 

Accepting  Nothing  Less  Than  Excelll 

The  Joint  Center  continues  to  tap 
what  President  Williams  calls  "today' 
ented  tenth."  The  board  chairr 
Andrew  Brimmer,  is  a  prime  exam 
Brimmer,  an  economist  and  former  V 
ton  School  professor,  in  1968 
appointed  by  President  Johnson  to  s 
as  the  first  African-American  govern 


Eddie  N.  Williams,  president,  Joint  Center  for  Political  and  Economic  Studies,  and  Dorothy  Heii 
chairman,  National  Council  of  Negro  Women,  browse  the  Joint  Center's  new  DataBank  and  the  E 
Leadership  Information  Exchange  at  the  launch  press  conference. 
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the  Federal  Reserve  Board.  He  was  also 
part  of  the  brain  trust  that  conceived  the 
Joint  Center  and  has  remained  a  stalwart 
supporter,  serving  as  a  board  member  for 
many  years  and  two  stints  as  chairman. 

Brimmer  speaks  with  great  pride  of  the 
Joint  Center's  continued  high-quality  con- 
tributions to  the  national  dialogue:  "The 
Joint  Center  is  a  living  institution,  always 
able  to  see  and  foresee  issues  and  then 
position  itself  to  provide  the  best  analysis 
and  assessment.  We  have  exceptional 
talent,  so  our  assets  will  only  increase  in 
value.  We  will  continue  to  attract  others  of 
similar  depth,  breadth  and  authority." 

A  Bright  and  Promising  Future 

Today's  Joint  Center  is  primed  for  new 
alliances.  It  drives  public  policy  discussions, 
informs  corporate  and  political  strategic 
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planning  and,  in  its  own  calm,  steady  voice, 
reports,  supports  and  leads  an  army  of 
black  elected  officials  and  community  lead- 
ers. With  its  history  of  reliable  and  unique 
analyses,  the  Joint  Center  is  welcomed  at 
any  table  where  trends  are  anticipated  and 
policy  is  debated.  Aggressively  nonpartisan, 
the  Joint  Center  has  won  staunch  friends 
among  elected  officials,  public  policy 
wonks,  business  leaders  and  just  plain  folks 
of  every  stripe  and  persuasion. 

One  of  many  Republicans  who  rely  on 
Joint  Center  data  is  Connie  Newman, 
former  President  Bush's  director  of  per- 
sonnel management  who  now  heads  her 
own  company,  Upstart  Partners.  "I  always 
turn  first  to  the  Joint  Center  and  Brookings. 
These  are  the  sources  the  policy  makers 
take  seriously.  No  matter  which  party 
heads  the  executive  branch,  the  Joint 


Center  is  likely  to  be  included  in  n 
policy  discussions." 

Echoes  Badi  Foster,  "I  can  take  . 
Center  research  and  put  it  confiden 
the  hands  of  any  decision  maker.  The 
Center  will  never  blindside  me."  Ever 
knows  data  from  the  Joint  Center  is  i 
pletely  reliable.  And  its  unique  perspe 
is  essential  to  the  future  of  an  increas 
diverse  America. 

Now  with  a  laser  focus  on  the  impa 
globalization,  education  and  technoi 
the  Joint  Center's  powerful  reputatior 
expertise  are  prepared  to  drive  the  m 
ity  agenda  for  the  new  century.  In  alii, 
with  business  executives,  elected 
appointed  government  leaders,  acad« 
and  public  policy  decision  makers. 
Joint  Center  will  support  and  lead  ! 
communities  to  greater  prosperity. 
Joint  Center  for  Political  and  Econc 
Studies  GETs  it. 

Whether  a  company  is  preparing 
personnel  goals,  anticipating  market  tre 
strategic  planning  or  simply  commun 
ing  its  own  message,  an  alliance  with 
Joint  Center  can  shed  new  light  on  acl 
ing  many  corporate  goals.  With  the  - 
Center,  corporations  will  GET  it  toe 
enhance  their  bottom  lines  and  for  the 
efit  of  all  Americans. 

visit  the  Web  site  at  www.jointcenter 
or  call  (202)  789-3500. 
The  Joint  Center  for 
Political  and  Economic  Studies: 
Empowering  People  Through 
Information  and  Technology 

Judith  L.  Tumock,  the  author,  can  be  reach 
(212)  222-3206  or  jlthmg@aol.com. 
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Bankseat  Driver  By  Jerry  Flint 


Blue  Oval  Blues 


MOST  AUTO  WRITERS  HAVE  A  SOFT  SPOT  FOR 
Ford.  Maybe  it's  because  we  still  think  of  Ford 
as  a  family  business,  or  maybe  it's  the  memo- 
ries of  Mustang  and  Thunderbird.  Or  maybe 
it's  because  we  know  that  Jac  Nasser,  the  chief 
executive,  loves  the  car  business. 

That  said,  Ford  is  like  an  engine  running  on  only  one 
cylinder.  That  one  cylinder  is  light  trucks,  where  Ford  has 
made  an  immense  success  of  its  F-150  pickup  and  the  Ex- 
plorer and  Expedition  sport  utility  vehicles.  Thanks  in  large 
part  to  the  trucks,  Ford  made  $5.4  billion  from  continuing 
operations  last  year,  despite  its 
tire  troubles. 

Now  let's  look  at  the  cylin- 
ders that  aren't  working.  Ford 
isn't  doing  well  in  cars  in  the 
U.S.  Ford's  chief  designer  is 
J  Mays,  and  we  like  his  special 
car-show  models,  but  nothing 
has  found  its  way  into  pro- 
duction yet.  Ford  cars  often 
sell  well — like  the  Taurus,  the 
Lincoln  LS,  the  Focus  and  the 
Mustang.  But  the  product  line 
is  thin.  And  it's  a  shame  that 
Ford  hasn't  been  able  to  do 
more  with  its  rear-wheel- 
drive  Crown  Victoria,  beloved 
of  macho  police.  Ford  ac- 
counted for  20.4%  of  U.S.  car  sales  in  1996.  Last  year  it  had 
just  under  17%. 

In  the  launching  of  new  models  GM  was  typically  the 
worst,  but  Ford  has  caught  up.  The  latest  example  is  the  Ex- 
plorer, its  second-bestselling  vehicle.  It's  late  into  the  show- 
rooms (missing  the  snow  season)  and  the  important  V-8  en- 
gine isn't  ready.  The  new  Thunderbird  and  Lincoln 
Blackwood  were  expected  at  the  end  of  last  year  and  then 
this  spring.  Now  it's  summer  or  fall.  A  lousy  launch  can  turn 
a  $1  billion  car  into  a  flop. 

The  most  serious  danger  to  Ford  is  that  General  Motors 
might  start  whipping  it  in  trucks  again.  Surpassing  GM  in 
trucks  is  Ford's  greatest  modern  success,  but  the  trucks  that 
won  the  war  were  created  by  the  previous  Ford  management 
team,  not  Jac  Nasser's.  I  predict  the  big  GM  pickups  (the  Sil- 
verado and  the  very  similar  Sierra)  will  outsell  Ford's  F-150 


Ford  is  like  an 

■  - 

engine  running  on 
one  cylinder.  Its 
trucks  are  selling 
well  but  it's  got  a 

host  of  prob- 
lems—from  a  thin 
lineup  of  cars  to 
trouble  overseas. 


this  year  for  the  first  tj 
since  1995. 

And  with  the  Explo 
launch  dragging  and  GM 
fering  more  competitive  sp 
utility  vehicles,  GM  could  e 
outsell  Ford  in  all  trucks 
the  first  time  since  1994.  1 
year  GM  sold  2.4  mill 
trucks  and  chipped  Foi 
lead  to  120,000  units. 
Ford's  marketing  mo 
with  its  dealers  have  been  disasters.  A  plan  to  buy  all 
showrooms  in  several  cities,  thin  them  out  and  run  then 
company  stores  flopped.  Now  abandoned,  it  cost  sales 
every  city  where  it  was  tried,  and  wasted  a  fortune. 

Now  there's  the  Blue  Oval,  a  plan  to  reward  dealers 
meeting  goals.  The  trouble  is  that  the  reward  is  a  rebate: 
the  price  the  dealers  pay  for  new  vehicles.  That  sounds 
an  illegal  two-price  system  to  many  rebelling  Ford  deal! 
and  to  me,  too.  My  guess:  The  reward  system  will 
changed,  or  Blue  Oval  will  lose  in  the  courts. 

Ford  is  hurting  badly  abroad  as  well.  Since  1996  its  man 
share  in  Canada  has  fallen  from  23%  to  18%;  in  Mexico  fr' 
20%  to  17%.  Ford  says  combined  Canadian-Mexican  pro 
last  year  were  $430  million,  down  19%,  even  though  si 
were  up.  Latin  America  has  been  a  disaster  for  a  long  til 
Ford  posted  a  $240  million  loss  there  last  year  on  $2.5  bill 
in  sales.  At  least  that's  an  improvement  from  a  $444  mill] 
loss  the  year  before.  (Ford  has  a  habit  of  using  countries  1 
Canada  and  Mexico  as  management  training  grounds,  moi 
for  Americans.  I  wonder  why  they  can't  find  Canadians  w 
know  the  market  to  run  Canada,  and  Mexicans  for  Mexici 
Europe  is  even  worse.  Last  year  Ford  lost  $35  million 
$29  billion  in  sales.  Market  share  has  dropped  steadily,  p 
ticularly  in  the  U.K.,  Ford's  main  market  there.  Ford  has 
nally  put  a  European  in  charge  of  European  operations.  1 
20  years  chief  executives,  mosdy  American,  were  shuffled 
and  out  every  21  months  on  average. 

The  year  has  just  begun  and  Ford  could  come  back.  I 
too  many  parts  of  the  machine  aren't  working.  Maybe  I 
much  globalism,  too  much  talk  of  brands  and  not  enou 
concentration  on  what  real  people  want  to  drive,  and  on  g 
ting  the  job  done— on  time  and  right.  Ford  needs  to  get 
the  cylinders  working. 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile  industry  since  1958. 
Ftnd  past  columns  at  www.forbes.com/flint  or  use  your  :CueCat  device  on  the  cue  code  (right) 
to  take  you  there  instantly. 
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Introducing 

Strategic  Partners 
New  Era  Growth  Fund 


One  Fund, 
Two  Well-Known 
Management  Teams 


Jennison 
Associates 

Susan  Hirsch  brings 
over  22  years  of 
investment  experience 
with  her.  She  has 
managed  the  Prudential  U.S.  Emerging 
Growth  Fund  since  1996. 

Susan  and  her  team  apply 
fundamental  analysis  and  quantitative 
screens  to  invest  primarily  in  small- 
and  medium-size  companies. 

MFS  Investment 
Management® 

With  over  15  years 
of  investment  exper- 
tise, John  Ballen  is 
President,  Chief 
Investment  Officer 
and  a  member  of 
the  Management  Committee  and 
Board  of  Directors  of  MFS  Investment 
Management.  He  is  also  co-manager 
of  the  MFS1  Emerging  Growth  Fund. 

John  and  his  team  look  for  medium- 
and  large-size  companies  that  they 
believe  are  either  early  in  their  life 
cycles  or  are  major  corporations 
whose  rates  of  growth  are  expected 
to  accelerate. 


The  Strategic  Partners  New  Era  Growth  Fund  is  non-diversified  and  includes  greater  risks  than  diversified  funds.  There  is  no  assurance  that  the 
Fund's  investment  objective  will  be  achieved.  The  Fund  may  invest  in  small-  and  mid-cap  stocks,  which  may  have  limited  marketability  and  may  be 
subject  to  more  volatility.  The  Fund  may  also  invest  in  the  stocks  of  foreign  companies,  which  are  subject  to  risks  of  currency  fluctuation.  The  Fund 
may  have  an  annual  portfolio  turnover  of  up  to  200%.  High  portfolio  turnover  can  result  in  higher  costs,  which  may  affect  Fund  performance.  The 
Fund  may  also  invest  in  derivative  securities  which  have  their  own  risks.  These  risks  may  result  in  greater  share  price  volatility.  The  Fund  may  participate 
in  initial  public  offerings  (IPOs),  which  may  increase  the  Fund's  performance.  As  the  Fund's  assets  grow,  the  impact  of  these  investments  will 
decline.  Past  performance  is  not  indicative  of  future  results. 

Shares  of  the  Fund  are  distributed  through  Prudential  Investment  Management  Services  LLC,  100  Mulberry  Street,  Newark,  NJ  07102.  Prudential 
Investment  Management  Services  is  a  Prudential  company. 

The  Strategic  Partners  New  Era  Growth  Fund  is  exchangeable  only  within  the  Strategic  Partners  family  of  funds.  The  Fund  is  not  exchangeable  with 
other  Prudential  or  MFS  funds. 


In  today's  complex  market,  how  do  you  find  the 
select  group  of  companies  that  may  have  what  it 
takes  to  grow? 

Now  there's  the  Strategic  Partners  New  Era 

Growth  Fund,  a  unique  fund  that  harnesses  the 
stock-picking  ability  of  two  leading  growth  manage- 
ment teams — the  Jennison  team  led  by  Susan 
Hirsch  and  the  MFS  Investment  Management  team 
led  by  John  Ballen.  Applying  complementary  investing 
styles,  these  experienced  managers  seek  to  uncover 
"new  economy"  companies  with  long-term  potential 
and  the  traditional  "old  economy"  companies  that 
will  transition  successfully  into  the  new  economy. 

For  a  prospectus  containing  more  complete  infor- 
mation on  the  Strategic  Partners  New  Era  Growth 
Fund,  please  contact  your  financial  advisor.  Please 
read  the  prospectus  carefully  before  investing. 
Or  visit  www.strategicpartners.com. 


For  a  prospectus  containing  more  complete  information  on  the  Prudential  U.S.  Emerging  Growth  Fund  or  the  MFS'  Emerging  Growth  Fund,  please 
contact  your  financial  advisor.  Please  read  the  prospectus  carefully  before  investing. 


Your  average  assembly  line  may  appear 
to  extend  a  few  thousand  feet.  But  we  see  it 
beginning  at  a  steel  foundry  in  Pennsylvania, 
winding  through  a  parts  plant  in  South 
America,  and  passing  through  Detroit  before 
arriving  in  showrooms  around  the  world. 

At  Emery  Worldwide,  Menlo  Logistics 
and  Con-Way  -  the  CNF  companies  -  our  job 
is  choreographing  the  delivery  of  a  global 
collection  of  parts  among  various  points 
with  timely  precision.  To  keep  that  assembly 
line  rolling.  For  supply  chain  solutions  that 
accelerate  business,  visit  our  website. 


Where  supply  meets  demand. 
www.freight.com 


EMERY  WORLDWIDE 
CON- WAY  TRANSPORTATION  SERVICES 
MENLO  LOGISTICS 


Not  Rocket  Science 

A  new  number  two  and  a  new  concentration 
on  everyday  management  has  lifted  Lockheed 
Martin  most  of  the  way  out  of  its  malaise. 


BY  HOWARD  BANKS 

THERE'S  A  DIFFERENT  LIFT  TO 
the  way  Vance  D.  Coffman 
speaks  in  public  and  looks 
these  days.  He  has  survived  a 
desperate  couple  of  years 
when  his  job  as  chief  executive  of  $25.5 
billion  Lockheed  Martin  was  in  doubt. 

At  the  end  of  1998,  just  after  an- 
nouncing a  2-for-l  stock  split,  Coffman 
was  suddenly  faced  with  a  series  of 
problems,  most  of  them  left  untended 
for  years,  that  put  the  top  U.S.  defense 
contractor  on  the  mat.  Lockheed's 
earnings  fell  from  $1.2  billion  in  1998 
to  $575  million  in  1999,  while  the  share 
price  sagged  to  a  low  of  $16  from  $58. 

First  to  hit  was  Lockheed's  serious 
technical  problems  updating  its  45- 
year  old  C- 1 30  transport  plane.  Then  it 
seemed  that  Lockheed  couldn't  launch 
a  rocket  successfully  or  win  a  satellite 


contract — both  company  staples. 
There  were  three  major  launch  fail- 
ures, including  loss  of  $100  million 
satellites.  A  couple  of  key  satellite  con- 
tracts went  to  Boeing.  When  develop- 
ment of  the  F-22,  the  Air  Force's  new 
frontline  fighter,  slipped  badly  enough 
for  Congress  to  get  in- 
volved, even  Lockheed's 
friends  in  the  services 
became  disgusted.  They 
cut  Lockheed  off  from 
new  contracts  and  with- 
held progress  payments 
and  award  fees  on  exist- 
ing ones. 


Lockheed  has  now  deliv- 
ered six  quarters'  results 
with  no  bad  surprises,  


So  what  changed  in  2000?  M< 
management.  After  long-time  r 
president  Peter  Teets,  retired  in i 
1999,  Coffman  finally  broke  up 
semiautonomous  baronies  that 
been  endemic  for  years,  remal 
Lockheed,  in  his  words,  "as  one  c 
pany."  This  involved  putting  the  t 
formerly  separate  aeronautical  d 
sions  under  one  boss,  Dain  M.  F 
cock,  merging  management  of  a  bu 
of  space-related  operations  under 
bert  E.  Smith  and  pushing  electro 
and  systems  into  one  division  ur 
Robert  B.  Coutts. 

But  Coffman's  most  impor 
move  was  to  prorc 
Robert  (Bob)  J.  Ste' 
rapidly,  first  to  chie 
nancial  officer  and  t 
last  fall  to  presid 
Stevens  is  a  no-n 
sense  former  Mai 
who  learned  ab 
management  fi 
Bernard  Schwartz 
the  rough,  tough  wi 
of  Loral  Systems.  " 
knows  how  to  b 
heads.  He  forced  pe< 
to  get  their  eyes  d( 
and  run  their  b 
nesses,"  says  Coffn 
In  other  words,  he  tells  division  bo 
to  deliver  or  go. 

An  important  change  has  been  1 
ing  management  incentives  to  how 
each  division  performs  on  deadl 
and  costs,  and  how  they  manage  c 
But  insiders  say  there's  more  to  it  t 
that.  With  Stevens  in  place,  Coffr 
now  has  a  loyal  number  two  who 
protect  him  from  backstabbing,  w 
Stevens  now  knows  he  has  time  to  g 
and  develop  into  the  heir  appar 
Coffman  is  57,  Stevens  49. 

Last  year's  outcome  reflects  w 
concentrating  on  Business  101  can 
The  updated  C-130J  is  now  being 
proved  by  the  Air  Force.  The  sr. 
business  has  done  27  launches  in 
last  16  months  without  a  mishap, 
eluding  seven  Space  Shuttles.  A  bu 
of  military  contracts  came  in,  incluc 
a  $7  billion  order  for  80  F-I6s  from 


www.sharp-usa.corr 

1  -  8  77-78-CONNECT 
(1-877-782-6663) 


It's  simple.  You  run  a  business.  You 
want  to  be  strong.  You  want  to  be 
connected.  Sharp's  Digital  Imager 
Series  copier/printers  can  connect 
you  to  the  things  you  need.  With 
versatile  hardware  -  from  desktop 
to  high-volume.  With  document 
management  and  network  software 
that  can  integrate  every  part  of  your 
business.  And  with  an  incredibly 
responsive  dealer  network.  Sound 
interesting?  Visit  our  website  today 
or  call  1-877-CONNECT. 

www.sharp-usa.com 
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FOC&L 


Your  business  is  highly  successful.  Your  goals  are 
even  higher.  Do  your  communications  providers  measure 
up... or  are  there  limits  to  their  reliability  and 
responsiveness? 

For  communications-critical  companies,  limits  mean 
lost  time,  lost  dollars... lost  customers.  That's  why  so 
many  business  leaders  are  choosing  to  exceed  the  limits. 
With  Focal. 


Extremely  robust  voice,  data  and  Internet 
infrastucture  services.  Refreshingly  creative  thinking. 
Remarkably  responsive  customer  care.  To  improve  the 
way  you  do  business,  call  Focal.  Then  fasten  your  seat  belt. 


FOCAL 

Exceed  The  Limits: 

Call  877.98. FOCAL 
www.  f  ocalexceed .  com 
Nasdaq:  FCOM 


Atlanta,  Boston,  Chicago,  Cleveland,  Dallas,  Detroit, 
Fort  Worth,  Houston,  Los  Angeles,  Minneapolis/St.  Paul, 
New  York,  Northern  New  Jersey,  Oakland,  Orange  County,  Philadelphia, 
San  Francisco,  San  Jose,  Seattle,  Washington  DC,  Northern  Virginia. 


LOCKHEED 

United  Arab  Emirates — an  order  til 
had  seemed  lost. 

But  Stevens  notes  that  "a  lot  of  w 
we  now  do  doesn't  have  a  point  on 
end  and  fire  coming  out  the  othe 
Lockheed  did  $13  billion  in  systems- 
tegration  work  last  year  and  just  wo 
$541  million  contract  to  integrate  s 
terns  on  the  new  aircraft  carrier  ba 
built  by  Newport  News  Shipbuildinj 

In  all,  Lockheed  took  in  $37  billl 
in  new  orders  last  year,  lifting  back) 
to  $56  billion,  both  records.  Lockht 
has  now  delivered  six  quarters'  resi! 
as  promised  with  no  bad  surprises.  E 
spite  a  net  loss  of  $5 1 9  million  last  ye 
caused  by  writing  down  losses  oi 
satellite  contract  and  the  $2.7  billi 
purchase  of  Comsat,  Wall  Street  m< 
than  doubled  Lockheed's  shares  to  $1 

Yes,  Coffman  and  Stevens  conce| 
some  of  that  was  luck.  But,  says  Steve 
that  volume  of  new  orders  and  the  f 
that  award  fees  from  the  services  ha 
recovered,  signal  that  Pentagon  con 
dence  in  Lockheed  has  returned. 

How  about  this  year?  Coffman  ai 
Stevens  concede  that  they  probal 
won't  match  last  year's  level  of  n< 
orders.  Despite  that,  they've  raig 
the  2001  earnings-per-share  foreci 
from  a  20%  increase  to  30%,  up 
$1.40  a  share. 

There  are  plenty  of  question  mar! 
The  Bush  Administration's  defense  i 
view  is  one.  Lockheed  is  the  lead  co 
tractor  on  the  F-22  fighter  (with  Boeir 
and  is  competing  for  the  new  Joi 
Strike  Fighter  contract.  There  may  rj 
be  money  enough  for  both.  Overcapa 
ity  in  the  satellite  market  hurts  spa 
sales.  Long-term  debt  is  still  a  heavy  $ 
billion,  or  54%  of  equity,  even  afl 
using  the  net  $1.6  billion  from  the  s; 
of  the  former  Sanders  and  the  contn 
divisions  to  Britain's  BAE  Systems 
pay  down  obligations. 

Still,  a  revitalized  Lockheed  Marl 
is  now  in  much  better  shape  to  co 
with  such  problems  than  it  was  just  1< 
than  a  year  ago.  "There  is  real  change 
the  way  the  company  is  behaving,"  sa 
Stevens.  Who  says  a  year  can't  make 
difference? 


THE  STAGE  HAS  BEEN  SET. . . 
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/        Coming  Soon  to  the  \/\ 
Venetian  Hotel,  Las  Vegas  \ 

Ariba  is  uniting  commerce  and  collaboration  in  the  city  famous  for 
bright  lights  and  new  business.  Through  the  LIVE  2001  B2B  World  Tour, 
business  leaders  around  the  world  will  learn  how  Ariba  solutions  can  streamline 
their  value  chain  and  automate  their  internal  and  external  business  processes. 
The  upcoming  Las  Vegas  conference  will  deliver  tools,  education,  and  insight  into  the 
future  of  B2B  commerce.  From  purchasing  to  value  chain  management,  you're  sure  to  find 
non-stop  excitement  and  valuable  information  critical  to  your  business. 


Get  more  information  on  the  Live  2001  conference  nearest  you  at 

www.aritoaiiVeSOOI.com/forbes1 
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If  You  Overbuild  It 

Cable  competition  was  supposed  to  be  a  dream 
come  true  for  consumers.  It's  turned  into 
a  nightmare  for  the  companies  providing  it. 

BY  DOROTHY  POMERANTZ 

FOR  ANYONE  WHO'D  CURSED 
out  their  cable  company,  the 
Telecommunications  Act  of 
1996  promised  salvation  by  al- 
lowing competitors  to  "over- 
build" on  top  of  entrenched  local 
cable  companies. 

"Multiple  pipes  is  no  pipe 
dream,"  swooned  former  FCC 
chairman  William  Kennard. 

But  despite  billions  of  dollars 
of  investment,  most  consumers 
who  haven't  already  switched  to 
satellite  are  still  stuck  with  the 
same  monopoly-like  cable  com- 
pany they've  always  had. 

"I  thought  we'd  have  a  lot 
more  competition  by  now," 
sighs  former  Virginia  congress- 
man Thomas  Bliley,  one  of  the 
architects  of  the  1996  legislation. 

It's  not  for  lack  of  trying. 
Several  telephone  companies  and  elec- 
tric utilities  formed  units  to  build  new 
cable  systems,  while  entrepreneurs 
clamored  to  get  in  on  the  action.  Mi- 
crosoft billionaire  Paul  Allen  upped  the 
ante  in  1999  with  a  $1.7  billion  stake  in 
RCN,  the  brash  Princeton,  N.J.  outfit 
that  grandly  compared  its  mission  with 
the  fall  of  communism. 

Today  RCN  is  limping  along,  albeit 
no  less  cocky,  in  the  handful  of  cities  in 
which  the  company  remains.  Most 
phone  companies  have  abandoned 
their  cable  efforts,  while  the  few  entre- 
preneurs who  survive  have  lowered 
their  ambitions. 

"At  the  end  of  the  day,  I  keep  telling 
myself  that  we're  really  a  victim  of  cap- 
ital market  conditions  that  were  be- 
yond our  control,"  says  Joseph  Cece, 
chief  executive  officer  of  Digital  Access, 
a  Bala  Cynwyd,  Pa.-based  cable  over- 
builder  that's  closed  its  doors. 

Like  many  well-meaning  efforts  at 


Black  clouds: 
RCN  boss  David 
McCourt  lowers 
his  ambitions,  t 


deregulation,  this  one  was  half-baked 
from  the  start.  The  portion  of  the  1996 
act  that  permits  cable  overbuilds  was 
targeted  toward  big  regional  phone 
companies  that  wanted  to  compete 
against  encroaching  cable  outfits. 

But  at  the  same  time  Congress  cre- 
ated a  disincentive  by  preserving  the 
telcos'  monopoly  on  local  phone  ser- 
vice, giving  them  little  reason  to  dive 
into  new  and  expensive  ventures. 

"The  Bell  CEOs  testified  before  Con- 
gress that  if  the  restrictions  prohibiting 
them  from  getting  into  long  distance  and 
cable  were  lifted,  that  would  give  them 
the  incentive  to  build  broadband  net- 
works and  offer  competitive  cable,"  com- 
plains Representative  Edward  Markey 
(D-Mass.),  whose  telecommunications 
subcommittee  of  the  Committee  on  En- 
ergy &  Commerce  wrote  the  act. 

"They  didn't  fulfill  that  promise." 

So  entrepreneurs  jumped  in  to  fill 
the  vacuum.  But  it's  now  clear  that 


without  further  deregulation  of 
cable  industry,  many  companies  ti 
got  into  the  business  are  unprepai 
for  the  huge  undertaking,  which  c 
cost  $900  and  up  per  home  passed. 

The  result:  The  status  quo  remai 
says  Lehman  Brothers  cable  analyst  L 
Warner.  A  year  ago  in  Se 
tie,  for  instance,  locals  w 
thrilled  when  three  upst 
cable  outfits  vied  for  a 
cense  to  compete  against 
cumbent  AT&T  Broadbai 
But  two  of  the  compan 
have  since  dropped  out.  1 
survivor,  Western  Integra 
Networks,  is  staffed  w 
cable  veterans  and  finam 
by  $888  million  in  equ 
but  has  yet  to  complete  ; 
systems. 

Of  all  the  upstarts  R( 
one  of  the  Seattle  dropoi 
seemed  to  have  the  best  si 
at  success.  Led  by  the  k 
talking  David  McCot 
RCN  (as  in  Residential  Co 
munications  Network)  oi 
bragged  it  would  wire  u 
million  cable,  phone  and 
-  1         ternet  users  among  25  n 
lion  homes  mostly  in  the  northeasti 
corridor. 

As  of  now,  RCN,  which  has  bled  $ 
billion  since  its  inception,  has  1  mill 
total  connections,  the  majority 
which  have  come  from  entrencr 
local  cable  systems  it  acquired.  "W< 
going  to  pleasantly  surprise  some  p< 
pie,"  insists  Robert  Currey,  RCN's  v 
chairman. 

But  it  won't  be  easy.  In  Philadelp 
the  company  displayed  surpris; 
naivete — or  arrogance — when  it  ca 
to  navigating  the  minefield  of  mun 
pal  cable  politics,  especially  in  its  c 
missive  remarks  to  local  politici; 
about  Comcast's  cable  monopoly. 

"When  RCN  went  in  to  talk  to 
Rendell  Administration,  the  mayor  si 
Tat  chance,'"  recalls  Councilman  Jar 
Kenney.  "  'Comcast  is  a  good  corpor 
citizen  here.  Where  are  you  guys  fro 
You're  not  getting  anything.'"  Neitl 
for  that  matter,  did  consumers. 


144    FORBES  -  April  16, 2001 


BE  DAT  &  C°  N°7 

ChronoPocket  in  platinum, 

COLD  OR  STEEL. 


r  \  f~\  c  i    '  OLIALITY  LABEL  IN  ORDER 

BEDAT  &  C°  has  <  math.  T  A .O -S-C^  AND  THE  HIGH 
TQ  GUARANTEE  THE  SWISS  QUAUTY  Of  .  s     «        InLORMATION  OR 

Catalogs  ai  i  »//  »^  H,nAT  (  sa  univa, 

HF.DAT  &  C«  Gtwvi  and  Swis*  A.O.S.C.  am  uu 

Switzerland 


p. 


V 


L 


3 


I- 


1:  1 


Cable  Guy 

How  did  the  Texas  Rangers 
get  $252  million  to  ink  Alex 
Rodriguez?  By  nailing  a  huge 
TV  deal  and  outfoxing  News 
Corp.'s  Rupert  Murdoch. 


BY  MICHAEL  K.  OZANIAN 
AND  KURT  BADENHAUSEN 

THE  BASEBALL  WORLD  WAS 
stunned  when  25-year-old  Alex 
Rodriguez,  otherwise  known  as 
A-Rod,  signed  a  record  $252 
million,  ten-year  deal  in  De- 
cember with  the  Texas  Rangers. 

The  Rangers  have  just  a  single  play- 
off win  to  their  credit.  Moreover,  the 
team  was  saddled  with  $200  million  in 
debt  after  investment  banker  Thomas 
Hicks  bought  the  team  in  1998  from 
then-Texas  Governor  George  W.  Bush. 
The  Atlanta  Braves  and  the  New  York 


Mets — two  richer,  more 
talented,  big-city  teams — 
were  also  interested  in 
signing  the  power-hitting 
shortstop.  But  it  was  Hicks 
who  got  baseball's  ar- 
guably best  player. 

How  he  did  it  is  an  im- 
portant lesson  in  baseball 
economics  that  has  quickly 
propelled  Hicks  into  a  se- 
lect group  of  owners  like 
George  Steinbrenner,  Ted 
Turner  and  Rupert  Murdoch:  Those 
teams  that  can  command  the  richest 
local  television  contracts  will  have  the 
most  money  to  attract  the  best  play- 
ers. Those  players  will,  in  turn,  drive 
revenues. 

Oddly  enough,  the  first  building 
block  for  the  A-Rod  signing  came 
from  a  hockey  deal  in  1995,  when 
Hicks  bought  the  Dallas  Stars,  his  first 
team.  Then,  after  buying  the  Rangers 
in  1998,  Hicks  formed  Southwest 
Sports,  which  included  the  Rangers, 
Dallas  Stars  and  the  promise  of  a  re- 
gional sports  network  featuring  the 


Batter  up:  Rangers 
star  A-Rod  swings, 
while  owner  Tom 
Hicks  counts  money. 


two  teams.  The  idea  was  that  with  1 
Rangers  and  Stars  Hicks  would  laur 
a  cable  network — or  at  least  threai 
to  do  so — that  would  rival  Fox  Spc 
Net  Southwest,  part  of  a  regioi 
sports  network  owned  by  Rup 
Murdoch's  News  Corp. 

At  the  time  the  Rangers  wi 
pulling  in  only  $10  million  a  season 
local  TV  revenue — not  nearly  enou 
to  compete  with  the  likes  of  the  Ye 
kees,  Orioles,  Dodgers  or  Braves  wr 
it  came  to  signing  the  best  players.  1 
Hicks  knew  that  News  Corp.  could  i 
afford  to  let  Fox  Sports  Net  lose  1 
high  ratings  the  Rangers  and  Stars  < 
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livered.  News  Corp.  had  just  launched 
Fox  Sports  Net  and  was  trying  to  out- 
muscle  ESPN,  the  number  one  sports 
cable  channel,  owned  by  Walt  Disney. 

Sure  enough,  News  Corp.  soon 
stepped  up  to  the  plate  with  two  deals 
that  were  rich  enough  to  keep  Hicks 


from  launching  his  own  sports  channel. 
In  October  1999  Fox  Sports  Southwest 
signed  a  15-year,  $300  million  cable  TV 
deal  with  the  Rangers  and  Stars.  Six 
months  later  Hicks  signed  a  separate 
$250  million,  10-year  local  TV  package 
with  another  News  Corp.  subsidiary  to 


broadcast  Rangers  and  Stars  games. 

The  importance  of  local  TV  revei 
to  a  baseball  team  can't  be  overstal 
That's  because  national  broadcast 
revenue  ($11.5  million  per  team 
season)  is  divided  equally  among 
league's  30  teams.  A  new  stadium,  w 


The  Bm£jtf  .S.ummejL.  

TV  rules  the  day.  Baseball's  richest  teams  are  those  with  the  most  lucrative  cable  and  broadcasting  deals. 

VALUE  —  OPERATING 


RANK        TEAM/PRINCIPAL  OWNERS  (YEAR  ACQUIRED) 

CURRENT1          1-YEAR  ANNUALIZED2 
(SMIL)  CHANGE 

DEBT 
VALUE3 

REVENUES  INCOME4 
(SMIL) 

1 

f/t 

New  York  Yankees/George  Steinbrenner  (1973) 

$635 

16% 

15% 

40% 

$192.4 

$21.9 

2 

M 

New  York  Mets/Nelson  Doubleday,  Fred  Wilpon  (1986) 

454 

44 

12 

13 

162.0 

21.3 

3 

A 

Atlanta  Braves/AOL  Time  Warner  (1976) 

407 

5 

15 

10 

14  5  5 

7.7 

4 

% 

Los  Angeles  Dodgers/News  Corp  (1998) 

381 

17 

7 

11 

131.3 

-17.4 

5 

% 

Cleveland  Indians/Lawrence  J  Dolan  (2000) 

372 

2 

NM 

36 

142.9 

4.2 

6 

T 

Texas  Rangers/Thomas  0  Hicks  (1998) 

342 

16 

11 

51 

126.5 

7.4 

7 

"% 

Boston  Red  Sox/Jean  R  Yawkey  Trust  (1977) 

339 

20  13 

12 

125.7 

-7.3 

8 

Baltimore  Orioles/Peter  G  Angelos  (1993) 

335 

-3 

9 

45 

124.0 

2.1 

9 

Q 

Colorado  Rockies/Jerry  McMorris  (1992) 

334  9 

15 

12 

119.1 

6.4 

10 

© 
S 

San  Francisco  Giants/Peter  A  Magowan  (1992) 

000 

40 

14 

59 

138.8 

27.4 

11 

Seattle  Mariners/Hiroshi  Yamauchi  (1992) 

332 

14 

14 

51 

138.3 

17.8 

12 

Houston  Astros/Drayton  McLane  Jr  (1992) 

318 

14 

13 

50 

122.2 

22.3 

13 

Detroit  Tigers/Michael  Hitch  (1992) 

290 

45 

15 

66 

120.8 

12.1 

14 

:c 

Chicago  Cubs/Tribune  Co  (1981) 

247 

2 

13 

16 

112.4 

9.1 


15 

i 

Arizona  Diamondbacks/Jerry  Colangelo  (1995) 

245 

-8 

11 

63 

109.1 

-7.9 

16 

St  Louis  Cardinals/William  0  DeWitt  Jr,  Fred  Hanser  (1995) 

243 

11  8 

16 

110.5 

-3.0 

17 

Chicago  White  Sox/Jerry  Reinsdorf  (1981) 

213 

28 

13 

19 

92.6 

17.8 

18 

p 

Pittsburgh  Pirates/Kevin  McClatchy  (1996) 

211 

31 

19 

43 

70.4 

2.3 

19 

M 

Milwaukee  Brewers/Wendy  Selig-Prieb  (1970) 

209 

25 

10 

67 

69.6 

-1.6 

20 

Anaheim  Angels/Walt  Disney  Co  (1996) 

198 

2 

7 

13 

94.4 

-8.9 

21 

Cincinnati  Reds/Carl  Lindner  (1999) 

187 

7 

NM 

35 

77.8 

6.9 

22 

San  Diego  Padres/John  Moores  (1994) 

176 

-11 

11 

108 

84.0 

-8.0 

23 

Toronto  Blue  Jays/Rogers  Communications  (2000) 

161 

-1 

NM 

25 

80.3 

-5.9 

24 

9 

Philadelphia  Phillies/Bill  Giles,  David  Montgomery  (1981) 

158 

6 

9 

25 

79.2 

-1.1 

25 

M 

Tampa  Bay  Devil  Rays/Vincent  Naimoli  (1995) 

150 

-8 

2 

66 

81.3 

-11.3 

26 

fr" 

Oakland  Athletics/Steve  Schott,  Ken  Hofmann  (1995) 

149 

11 

10 

40 

74.7 

5.2 

27 

Ft 

Kansas  City  Royals/David  Glass  (200G) 

138 

13 

NM 

29 

72.6 

4.3 

28 

# 

Florida  Marlins/John  W  Henry  (1999) 

128 

3 

NM 

30 

67.3 

6.5 

29 

Minnesota  Twins/Carl  Pohlad  (1984) 

99 

9 

5 

84 

58.0 

5.8 

30 

Montreal  Expos/Jeffrey  Loria  (1999) 

92 

3 

NM  73 

53.9 

-8.1 

1"^   LEAGUE  AVERAGES 

$263 

12% 

11% 

40% 

$105.9 

$4.3 

Revenues  and  operating  income  are  for  2000  season.  'Value  of  team,  without  deduction  for  debt  (other  than  stadium  debt).  ^Compares  current  team  value  with  price  owner  paii 
'Includes  stadium  debt.  'Earnings  before  interest,  taxes  and  depreciation.  NM:  Not  meaningful.  Team  purchased  after  1998. 


To  see  how  your  team  rates  against  the  rest  of  the  league  in  key  benchmarks,  such  as  player  costs  per  victory,  operating  margin  and  broadcasting  revenue, 
check  out  our  expanded  table  of  Major  League  Baseball  at  www.forbes.com/baseball. 
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With  your  hectic  and  busy  schedule,  it's  good  to 
know  that  Blue  Cross  of  California  has  Internet 
Services  that  benefit  everyone.  Employees  can 
access  the  information  they  need  online.  And 
that  makes  things  easier  for  everyone.  Providing 
Internet  Services  is  just  one  way  Blue  Cross 
makes  your  health  plan  work  harder  for  you  and 
your  employees.  So  it's  easier  to  manage  your 
999,999  other  responsibilities. 
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TEAM  VALUATIONS 


a  boon  to  a  team's  cash  flow,  can  also 
come  with  huge  debt  payments.  For  ex- 
ample, the  San  Francisco  Giants,  who 
moved  into  new  PacBell  Park  last  sea- 
son, posted  $27  million  in  operating  in- 
come (earnings  before  interest,  taxes 
and  depreciation)  in  2000.  But  the 
team,  which  privately  financed  its  $300 
million  stadium,  also  has  $20  million  in 
annual  interest  payments. 

Local  TV  deals  are  all  gravy,  since 
there  are  no  offsetting  expenses.  Last 
year  the  Rangers  pulled  in  local  TV  rev- 
enues of  $23  million,  placing  them  fifth 
among  baseball  teams,  behind  only  the 


Yankees  ($50  million),  Mets  ($40  mil- 
lion), Braves  ($36  million)  and  Cubs 
($28  million).  That's  quite  a  feat  when 
you  consider  that  the  Houston  Astros, 
who  occupy  a  slightly  bigger  metro  area 
than  the  Rangers,  had  only  $1 1.5  mil- 
lion in  local  TV  revenue  last  season. 

Besides  allowing  Hicks  to  bid  for  A- 
Rod  and  other  star  players,  the  TV  deals 
fueled  a  16%  increase  in  the  value  of 
the  Rangers  this  year  to  $342  million, 
placing  them  sixth  overall,  up  from 
eighth  last  year.  And  Hicks  is  already 
using  A- Rod  to  beef  up  revenues.  Indi- 
vidual Rangers  game  tickets  now  cost 


10%  more  than  they  did  last  year.  Q 
pared  with  a  year  ago,  at  least  200, 
more  tickets  have  already  been  sold 
this  season.  Dallas-based  Radio  Sh 
has  inked  an  endorsement  deal  wit! 
Rod,  as  well  as  a  sponsorship  pact  v 
the  Rangers.  Team  revenue  could 
$150  million  this  season,  19%  hig 
than  in  2000. 

Hicks  now  hopes  for  the  ultin 
payoff:  A-Rod  beating  the  Yanl< 
and  his  pal  Derek  Jeter  in  the  p 
offs  this  fall. 

Statistics:  Hilary  Ger 
Lesley  Kump  and  Robert  Sh 


Show  Me  the  Money 

The  New  York  Yankees  have  captured  four  of  the  past  five 
World  Series,  in  part  because  they  are  baseball's  wealth- 
iest team.  To  wit,  owner  George  Steinbrenner  spends 
more  on  players  ($105  million  last  season)  than  half  of  his  ri- 
vals have  in  total  revenue.  Last  year's  World  Series  MVP,  short- 
stop Derek  Jeter  (above,  right),  pulled  in  $10  million,  12  times 
what  Babe  Ruth  earned  in  his  heyday  (adjusted  for  inflation). 
The  Yankees  are  also  tops  in  baseball  in  both  sponsorship  and 
premium  seating  revenue  (see  chart).  But  Steinbrenner's  linch- 
pin is  his  $50-million-a-season  deal  with  Cablevision.  Yes,  the 
current  deal  expires  after  this  season.  But  the  bad  news  for 
the  other  teams  is  that  the  Yankees,  who  are  on  their  way  to 
court  with  Cablevision,  think  the  next  deal  should  now  be  worth 


$240  million  per  season.  Don't  laugh.  Media  pundits  say  that  fi 
ure  isn't  far  off.  Moreover,  if  the  Yankees  don't  get  what  th 
want  from  Cablevision,  they  can  start  their  own  sports  netwoi 
Steinbrenner  has  enough  programming,  after  cleverly  buyii 
New  Jersey's  Nets  and  Devils  during  the  past  two  years. 

-M.K.O.  and  K 


I  Yankees 

I  League  average 

2000  revenues  and  costs  ($mil) 


I 
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CHARTICT  F 


BY  PETER  BRIMELOW 


Bright  Lights,  Big  City? 

(N  A  TREND  THAT'S  BEEN  GATHERING  FORCE  FOR  60  YEARS,  "POWER  COUPLES"— WHERE  BOTH  SPOUSES  HAVE  COLLEGE 
degrees — are  increasingly  living  in  large  metropolitan  areas  (see  blue  lines  on  chart).  Recent  ingenious  research  by  econ- 
omists Dora  L.  Costa  and  Matthew  E.  Kahn  suggests  that  up  to  one-third  of  this  is  due  to  the  "colocation  problem"— 
the  difficulty  that  skilled  spouses  have  in  pursuing  their  careers  while  remaining  in  the  same  geographic  area.  Big  citie: 
simply  offer  a  better  chance. 

Costa  and  Kahn,  themselves  now  colocated  in  the  Boston  area  at  MIT  and  Tufts,  respectively,  argue  that  the  si 
colocation  problem  is  going  to  deter  talent  from  moving  to  smaller  towns  and  rural  areas,  hurting  eco-     61.1%  *c 
nomic  growth  there.  They  cite  evidence  that  universities  in  such  areas  have  already  seen  their  graduate 
program  rankings  decline.  Any  rural  gains  from  telecommuting,  they  predict,  will  be  swamped  by  the 
rising  overall  proportion  of  Power  Couples  leaving. 

Interestingly,  the  big-city  drift  is  even  more  marked  for  Power  Single  Women — i.e.,  those 
with  college  degrees  (see  red  lines).  In  1940  almost  half  lived  in  small  towns  and  rural  areas. 
Costa  thinks  they  were  mostly  teachers.  By  2000  nearly  two-thirds  were  living  in  big 
cities — perhaps  drawn  by  a  better  marriage  market,  Costa  speculates  with  a  ner- 
vous laugh.  F 


Power  Single  Women 
flee  small  towns, 
rural  areas... 


Research:  EDWIN  S.  RUBENSTEIN,  research  director, 
Hudson  Institute,  Indianapolis,  edwinr@hudson.org. 
Graphics:  DAVID  LADA. 


Percentage  college-educated  couples  (husband  25-39.  wife 
23-37).  percentage  college-educated  single  women  (23-37). 
Sources:  Power  Couples:  Changes  in  the  Locational  Choice  of  the  Col- 
lege Educated,  1940-1990.  by  Dora  L.  Costa  and  Matthew  E.  Kahn,  Quarterly 
Journal  of  Economics.  November  2000  Estimates  by  Edwin  Rubenstein. 
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Business 

has  never  been 

such  a  pleasure 


onaco 


j  brink  of  the  breathtaking  Riviera  stands  a  cutting-edge  convention  center,  a  stroll  away  from  the  Monte  Carlo 
ind  Hotel.  The  world-class  Grimaldi  Forum  Monaco  -  a  marvel  of  modernity  -  is  where  world-class  business 
;.  From  its  high-tech  meeting  facilities  to  the  awe-inspiring  Mediterranean  coastline,  Monaco  is  where  business 
:ts  pleasure.  Find  it  all  just  twenty  minutes  away  from  the  closest  international  airport.  Find  it  all  in  Monaco. 
Book  your  next  meeting  there  and  discover  all  the  other  pleasures  the  Principality  has  to  offer. 


MONACC ) 

For  more  information  call  or  visit: 

800-753-9696 

www.  monaco-tourism .  com 


GRIMALDI 

F0RUMM0NACO 


For  more  information  call  or  visit: 

+  377-99-99-21-00 

www.grimaldiloriim.com 


Thoroughly  modern,  and  just  steps  away  from  the  Grimaldi  Forum  Monaco,  the  luxurious  and  upscale 
Monte  Carlo  Grand  Hotel  is  sure  to  help  you  forget  where  your  business  ends,  and  your  relaxation  begins.  Inc 
at  our  world-class  shops,  dip  into  our  rooftop  heated  pool,  work  out  in  our  fitness  center,  then  relax 
with  a  massage.  Let  our  attentive  staff  take  care  of  absolutely  everything.  With  its  stunning  Mediterranean  vi< 
and  deluxe  service,  the  Monte  Carlo  Grand  Hotel  is  guaranteed  to  satisfy  your  every  desire.  Together,  the  t\ 
venues  will  demonstrate  why  Monaco  is  Europe's  premier  destination  for  business  and  pleasure  alike. 


MONACO 

For  more  information  call  or  visit: 

800-753-9696 

www.monaco-tourism.com 


V\ 


JIOSTE  CARLO 
GRAIN'D  HOTEL 


For  information  call  toll-free  or  visit: 

866-792-0700 

www.  montecarlograndhotel .  com 


EA  GOLDMAN 


dien  Lands 
n  Palm  Beach 

ese  days  you  won't  catch  socialite 
is  Pope  reading  her  old  tabloid,  the 
\tional  Enquirer.  But  like  its  read- 
>,  she  still  falls  for  a  good  sob  story. 


■  OST  DAYS  LOIS  POPE,  67,  SHOWS  UP  AT  HER 
t  AH  sparsely  furnished  office  in  a  1  )elray  Beach,  I  la. 
I  ■!  building  wearing  a  T  shirt,  spandex  pants  and 
m  I  sneakers.  By  midmorning  hoi  coral  lipstick  is 
mm  Wk  faded,  thanks  to  umpteen  cups  of  coffee,  but  her 
t  strawberry-blond  hair  remains  perfectly  coiffed.  It  must, 
use  by  evening  she  will  change  into  something  more 
ling  before  making  the  rounds  at  some  of  Palm  Beach's 
t  exclusive  restaurants  and  gala  events.  Rolling  up  in  her 
ina-yellow  vw  Bug  replete  with  eyelashes  painted  above 
leadlights,  she  hits  up  the  city's  wealthy,  well-bred  natives 
harity. 

"his  is  quite  a  turnaround  for  a  lady  who  at  one  time  was 
idered  an  outsider  to  the  Palm  Beach  establishment.  In 
•  eyes  she  had  a  couple  of  strikes  against  her:  onetime 
idway  showgirl,  widow  of  the  owner  of  a  yellow  sheet 


tabloid,  the  National  Enquirer.  "Frankly,  I  think  most  of  them 
didn't  like  me,"  she  says  of  the  tony  blue-blood  crowd. 
"Think  of  how  they  thought  of  me — a  woman  who  inherited 
a  lot  of  money  and  suddenly  wants  to  fundraise  among 
them.  I  had  to  earn  their  respect." 

That  she  did,  and  these  days  she's  renowned  for  fundrais- 
ing,  as  well  as  for  her  eclectic  personal  giving.  It  amounts  to 
about  $2 1  million  so  far,  given  to  30  varied  causes — from  Is- 
raeli ambulances  to  the  Palm  Beach  Opera  and  the  Police  Ath- 
letic League.  If  there's  a  theme  running  through  her  charity, 
it's  that  she's  a  sucker  for  a  hard-luck  tale. 

Pope  grew  up  in  Philadelphia,  the  daughter  of  an  auto- 
supply  salesman  and  a  teacher.  She  moved  to  New  York,  where 

she  did  a  few  commercials  and 
even  served  as  Florence  Hen- 
derson's understudy  in  Okla- 
homa! Her  showbiz  career 
ended  when,  in  1965,  she  mar- 
ried Generoso  (Gene)  Pope, 
then  owner  of  the  National 
Enquirer.  He  put  her  on  the 
payroll  designing  layouts  for 
the  supermarket  checkout  sta- 
ple. 

She  inherited  the  paper 
after  her  husband  died  in 
1988,  selling  it  about  a  year 
later  for  a  staggering  $412 
million.  Pope  received  $178 
million  after  taxes,  legal  fees 
and  other  bequests. 

Why  not  just  gad  about 
Palm  Beach,  sipping  Kir 
Royales  poolside?  "I'm  not  a 
jet-setter,"  Pope  says  (actually, 
she  owns  a  Cessna  Citation). 
"I  very  seldom  even  go  on  va- 
cation." Still,  Pope  always  had  a  knack  for  throwing  a  good 
party,  handling  picayune  details  like  decorations  and  seating. 
It  was  only  natural,  in  her  world  anyway,  that  she  would 
adopt  philanthropy  as  a  second  career. 

But  to  certain  Palm  Beach  people  this  was  not  as  impres- 
sive as  it  sounds.  Starting  a  charity  there  is  a  bit  like  driving  up 
and  down  Worth  Avenue  in  a  Rolls.  Everybody  does  it.  Com- 
pounding the  problem  was  that  during  her  tenure  at  the  Na- 
tional Enquirer,  she  and  her  husband  spent  evenings  either  at 
the  office  or  holed  up  in  their  30,000-square-foot  beachfront 
mansion.  Neither  had  frequented  any  high-society  functions. 
Never  mind  that  their  fortune  was  made  peddling  a  tabloid. 

So  to  make  her  neighbors  feel  comfortable  about  donat- 
ing to  her  causes,  Pope  spent  four  years  wining  and  dining 
them  and  attending  events  on  the  Palm  Beach  social  circuit. 
In  1992,  inspired  by  a  Boca  Raton  teenager  who  used  bar 
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With  us,  the  service 
is  anything 
but  fractional. 


When  we  refer  to  fractional  ownership,  we're  talking  about  the  ability  to  purchase 
a  share  of  an  aircraft  and  receive  all  the  benefits  of  aircraft  ownership — fly  when 
and  where  you  want — at  a  fraction  of  the  cost  of  buying  an 
aircraft  outright.  When  we  talk  service,  it  means  exceeding 
our  customers'  needs.  This  commitment  has  consistently 
earned  us  the  highest  rankings  in  customer  service.  To 
learn  more,  call  888-824-6359 

www.raytheontravelair.com 

Raylheon  Travel  Air  is  a  Raytheon  Aircraft  company  ©  2001  Raytheon  Company  All  Righls  Rest 


BUY  A  FRACTION 
FLY  A  FLEET 


TARGET  OPPORTUNITIES 
IN  THE  HEALTH  SCIENCES  INDUSTRY 


Him  $10,000  Invested  12/29/95 
Would  Have  Grown  vs.  Competitors 


I  Health  Sciences  Fund 

I  Lippcr  Health/Biotechnology 


T.  Rowe  Price  Health  Sciences  Fund  (PRHSX)  is  positioned  to 
take  advantage  of  the  dynamic 
changes  now  shaping  the  health 
sciences  field.  The  fund  has  out- 
performed its  peer  funds  since 
inception.  Investors  should  note 
that  the  fund's  short-term  per- 
formance is  highly  unusual  and 
cannot  be  sustained.  Past  per- 
formance cannot  guarantee 
future  results.  No  sales  charges. 


Call  for  your  investment 
kit  including  a  fund 

profile  or  prospectus  jnvest  with  Confidence 

1-800-341-5601  TRnwpPHrp 

www.trowepnce.com         J.»  J.VL/**vTA  11VV 

52.19%  26.22%.  and  24.90%  are  the  fund's  average  annual  total  returns  for  the  1-year.  3-year,  and  since- 
inception  (12/29/95)  periods  ended  12/31/00.  respectively.  For  updated  performance  information,  please  visit  our 
Web  site  or  contact  a  T  Rowe  Price  representative.  Figures  include  changes  in  principal  value,  reinvested  dividends, 
and  capital  gain  distributions.  Investment  return  and  principal  value  will  van.  and  shares  may  be  worth  more  or  less 
at  redemption  than  at  original  purchase.  (Source  for  Lipper  data:  tipper  Inc.) 

For  more  information,  including  fees,  expenses,  and  risks,  read  the  fund  profile  or  prospectus  carefully  before  investing. 
T.  Rowe  Price  Investment  Services.  Inc..  Distributor.  hsfosk"4(i 


CREATIVE  GIVING  | 

mitzvah  gifts  to  buy  shoes  for  n 
kids,  Pope  established  a  foundatioi 
called  Leaders  in  Furthering  Edua 
(LIFE)  to  raise  money  to  send  chil 
to  college  and  summer  camps. 

She  has  since  become  a  not 
profit's  dream — a  pipeline  to  son 
the  nation's  wealthiest  donors,  wil 
eagerness  to  tap  them.  For  inst< 
Pope's  appeals  to  Miami  pop  star 
ria  Estefan  have  resulted  in  s 
$290,000  in  donations  to  the  Un 
sity  of  Miami.  She  has  enlisted  fri 
such  as  Phyllis  Diller  to  raise  mi 
and  dispatched  General  Nor 
Schwarzkopf  to  put  the  arm  or 
Florida  governor's  office  for  mone 
a  disabled  war  veterans'  memori 
Washington,  D.C. 

Employing  the  Enquirers  a 
lated  mix  of  gossip  and  celebrity, 
knows  how  to  package  her  pit< 
"There's  a  formula,  maybe  not  qu 
detailed,  for  this  business,  too,' 
says.  Lesson  one:  Know  what  sell 
Palm  Beach  that  means  plannini 
affairs  at  glitzy  hotspots  like  Do 
Trump's  estate  Mar-a-Lago;  skij 
charity  golf  tournaments,  whicl 
becoming  passe.  Lesson  two:  Skim 
the  details  and  donors  skimp  on 
checks.  Just  last  month  Pope  rs 
$100,000  at  a  rare- wine  auction  he 
Trump's  digs.  Proceeds  will  helj 
4,600  kids  in  Palm  Beach  County 
New  York  City  who  benefit  fron 
LIFE  foundation. 

Pope  can  whip  out  her  checkl 
with  blinding  speed.  After  watchi 
CNN  story  reporting  Guatemala's 
astation  from  Hurricane  Mitch  in 
she  sent  $100,000  to  develop  wate 
tration  systems.  When  friend  and  ; 
Christopher  Reeve  became  paralyz 
May  1995,  she  endowed  the  Univ< 
of  Miami's  School  of  Medicine 
$10  million  for  neurological  rese; 
She's  currently  drumming  up  int 
in  a  planned  Adult  Abuse  Center  a 
University  of  Pennsylvania,  inspin 
part  by  the  murder  of  Nicole  Br 
Simpson. 

"People  say,  'You're  not  the  S; 
tion  Army,'"  says  Pope.  "But  I  fii 
very  difficult  to  say  no." 


BUY  AND 
OWN  LOAD  INSTANTLY 
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OFF 
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SCREENPLAYS, 
AND  MORE 


r 


THE  MORE  YOU  VISIT, 
THE  MORE  IT 
FEELS  LIKE  HOME. 


A  home  to  your  interests,  pastimes, 
and  favorite  things  to  read. 

A  place  where  you  can  enjoy  great  content 
on  business  and  technology,  or  get  the  latest  fiction 
at  great  prices. 

wwwCONTENTVILLEcom 

A  Service  of  Brill  Media  Holdings,  L  P 


Securities  products  and  services  are  offered  through  U.S.  Bancorp  Piper  Jaffray  Inc.,  member  SIPC  and  NYSE,  Inc.,  a  subsidiary  of  U.S.  Bancorp. 


For  Gene  Kranz  it  was  launching  rockets.  For  us.  companies.  Like  Mr.  Kranz, 

our  job  is  making  heroes  of  the  people  whose  missions  we  manage. 

He  used  his  experience,  focus,  and  precise  timing  in  Mission  Control  to  guide  nine  daring 
Apollo  flights.  We  use  ours  to  guide  clients.  Last  year  we  ranked  among  the  top  5  IPO  underwriters.* 
And  retained  our  #1  ranking  in  after-deal  IPO  support. ft 

A  few  facts  to  consider  before  your  next  giant  leap. 


Piper  Jaffray® 


WEAPOUS  MENLO  PARK  SAN  FRANCISCO  LOS  ANGELES  SEATTLE  CHICAGO  NEW  YORK  BOSTON  LONDON   GENEVA*  TEL  AVIV* 


kan  Equidesk.  "U.S.  Banc**™  Piper  Jaffray  was  rhe  1st,  2nd,  or  3rd  most  active  trader  on  92%  of  issues  we've  underwritten  since  1999, 
percentage  than  any  other  investment  hank  'Strategic  alliance. 


www.piperiaffray.com 


Boot  Camp  for  Engineers 


The  elite  Indian  Institute  of 
Technology  trains  winners— 
for  the  U.S.  as  well  as  India. 


BY  CHANDRANI  GHOSH 

THE  SIX  CAMPUSES  OF  THE  IN- 
dian  Institute  of  Technology 
admitted  just  2%  of  appli- 
cants last  year;  Harvard  Col- 
lege took  11%.  At  the  elite  In- 
dian engineering  colleges  students  must 
attend  42  hours  of  lectures  and  lab 
classes  each  week,  twice  as  much  time 
as  the  typical  MIT  undergraduate 
spends  in  class. 

And  while  the  University  of  Califor- 
nia system  may  stop  requiring  SATs  for 
admission,  the  Indian  Institute  would 
not  dream  of  lessening  its  total  reliance 
on  tests.  The  150,000  applicants  each 


year  must  first  pass 
exams  in  chemistry, 
physics  and  mathemat- 
ics before  they  can  sit 
for  a  second  set  of  gru- 
eling analytical  tests.  The  20,000  who 
make  it  to  the  second  test  stage  com- 
pete for  3,000  entry  spots.  Those  with 
the  highest  scores  get  first  pick  of 
majors.  They  usually  choose  computer 
engineering. 

"It  is  like  salmon  swimming  up- 
stream. If  you  get  there,  there  must  be 
something  in  you,"  says  Umang  Gupta, 
(class  of  1971),  chief  executive  of  $50 
million  (sales)  San  Mateo,  Calif.-based 
Keynote  Systems,  a  Web  site  monitor- 
ing company. 

So  it's  no  surprise  that  graduates 
of  the  Institute  have  come  to  play 
such  a  prominent  role  in  American 


business,  and  not  only  at  tech  c< 
panies.  The  alumni  roster  inclu 
Sun  Microsystems  cofounder  Vi: 
Khosla,  luniper  Networks  foun 
Pradeep  Sindhu,  Sycamore  Netw< 
founder  Desh  Deshpande,  Tele 
Ventures  founder  Rajendra  Singh 
Cirrus  Logic  founder  Suhas  Patil. 

But  United  Airlines  Presid 
Rono  Dutta,  McKinsey  &  Co.  C 
Executive  Rajat  Gupta,  Citibank 
Chief  Executive  Victor  Menezes, 
Airways  Chief  Executive  Rak 
Gangwal  and  Providian  Finan 
Chief  Executive  Shailesh  Mehta 
also  grads. 

The  intense  winnowing  pro* 
guarantees  those  admitted  to  the  Ii 
tute  are  smart  and  hardworking.  T 
the  boot-camp-like  atmosphere  toi 
ens  them  for  business  battle. 
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int  to  earn  rewards  points  buying  wholesale? 


Let's  say  1,000  points  a  week  on  seafood. 

More  for  linens,  meat  and  produce. 


That's  a  trip  to  Maui,  just  by  using  this  Card. 


The  Corporate  Card  for  Small  Business 
offers  the  Membership  Rewards®  program. 


airline  tickets,  equipment  and  more. 
To  sign  up  visit  our  Web  site. 


americanexpress.com/smallbusiness 


nihil  fee  for  Membership  Remtrds  in  &40.  Enrollment  required.  Some  Corporate  Girds  and  some  Optima'  and  American  Express  Credit  Cards  are  not  eligible  lor  enrollment.  Fees  and  terms 
rporate  Cards  may  vary. 


INDIAN  INSTITUTE  OF  TECHNOLOGY 


"Most  IITians  don't  have  a  problem 
dealing  with  cutthroat  corporate 
America,"  says  Gupta,  who  wrote  ( )r 
acle's  first  business  plan.  "If  anything 
their  problem  is  toning  down  somt  •  >f 
their  aggressiveness."  Toning  down? 
For  Oracle? 

Consider:  Exams 
are  held  every  four 
weeks.  No  feel-good 
American-style 
pass/ fail  or  grade  infla- 
tion here;  some  profes- 
sors give  only  one  "A" 
on  each  exam.  At  the 
end  of  the  semester, 
students  are  publicly 
graded  in  each  class. 

"I  was  at  IIT  nearly 
30  years  ago,  but  just 
last  week  I  woke  up 
sweating  in  the  middle 
of  the  night  dreaming 
that  I  was  back  in  IIT 
sitting  for  one  of  those 
killer  exams,"  admits 
Sudhakar  Shenoy,  chief 
executive  of  McLean, 
Va. -based  IMC,  a  soft- 
ware services  company. 

Despite  the  com- 
petition, the  pressure 
breeds  a  sort  of  bat- 
tlefield camaraderie. 
And  the  tight-knit  IIT 
old  boys'  (yes,  it's  al- 
most all  boys)  net- 
work gives  a  big  boost 
to  Indian  entrepre- 
neurs in  the  U.S. 

Example:  Graduate  Kanwal  Rekhi 
sold  Excelan,  a  computer  networking 
company,  for  $200  million  in  1989. 
Since  then  he  has  invested  in  a  dozen 
companies  founded  by  other  IIT  grads. 
Rekhi  has  an  open-door  policy  for 
would-be  entrepreneurs. 

Despite  such  benefits,  most  Ameri- 
can teens  would  never  put  up  with  the 
Indian  Institute's  grueling  regime.  In- 
deed, the  children  of  some  of  India's 
wealthiest  citizens  happily  head  to  the 
U.S.  instead,  for  more  relaxed  under- 
graduate studies. 

But  for  working-class  and  middle- 


By  the  Numbers 


In  India  (pop.  I  billion)  compe- 
tition to  enter  the  elite  Institute 
of  Technology  is  intense. 

Average  number  of 
hours  each  applicant  spends 
studying  for  the  entry  tests. 

Annual  cost 
to  the  Indian  government 
for  each  IIT  student. 

Faculty/student  ratio. 

Share  of  IIT-Delhi 
students  who  have 
their  own  PCs. 

Percentage  of  Indians 
with  Internet  access. 


class  Indians  a  diploma  from  ITT,  which 
charges  just  $600  a  year  tuition  (up 
from  $10  in  1990)  is  a  passage  to  afflu- 
ence, in  India  or  abroad. 

Each  year  about  40%  of  graduates 
head  to  the  U.S.  for  graduate  school. 
"Our  name  has  huge  brand  equity  in  ed- 
ucational institutions 
everywhere  in  the 
world,"  says  Prem  Vrat, 
former  director  of  the 
IIT  Delhi  campus.  "A 
delegation  from  Ger- 
many's top  five  univer- 
sities has  been  pleading 
with  us  to  send  our 
students  there,"  brags 
Amitabha  Ghosh,  di- 
rector of  IIT  Kharag- 
pur.  Japanese,  French 
and  Australian  univer- 
sities have  courted 
grads,  too. 

Those  graduates 
who  head  straight  to 
work  also  have  plenty 


The  Delhi  campus:  spartan  by  U.S.  standards. 


of  offers.  In  the  U.S.  they  can  command 
starting  salaries  of  $50,000.  IBM,  Intel, 
McKinsey,  Sun  Microsystems  and 
Teligent  have  all  recruited  at  the  Indian 
schools. 

The  Institute  holds  a  proud  spot  in 
the  country's  history.  India's  first  prime 
minister,  Jawaharlal  Nehru,  set  up  the 
first  campus  in  1950  to  churn  out  engi- 
neers to  build  big  public  works  and  in- 
frastructure projects.  That  first  school 
was  housed  in  a  former  British  jail. 

Today,  six  sprawling  tree-lined  cam- 
puses are  spread  across  the  country. 
Living  conditions,  spartan  by  Western 


standards,  are  better  than  at  othei 
dian  universities.  (Room  and  boa 
just  $33  a  month.)  More  than  100 
dents  share  two  common  phona 
each  residence  hall.  Still,  the  Delhi  a 
pus  has  a  2,000-person  stadium,  a  nl 
itation  center  and  a  little-used  rd 
ation  center. 

Professors  live  on  campus,  too,  1 
ating  an  intense,  if  insular,  educatil 
experience.  George  Verghese,  a  prq 
sor  at  the  electrical  engineering 
computer  science  department  at  i 
finds  that  IIT  students'  "knowledge  I 
tends  to  be  less  broad  but  much  de< 
[in  their  specialties]  than  that  of 
undergraduates." 

When  IMC's  Shenoy  entered  gi 
uate  school  at  the  University  of  C 
necticut,  he  was  quickly  assignee 
teach  math  to  a  group  that  inclu 
some  of  his  graduate  student  pe 
"That's  when  I  realized  how  rigor 
our  math  training  at  IIT  had  bee 
he  says. 

Indeed,  the  Institute  has  becomi 
respected  that  it  now  risks  falling  vie 
to  its  own  success.  With  top  gradd 
getting  juicy  offers  from  abroad,  fe 
stay  for  graduate  studies  at  IIT.  I 
professors,  unhappy  over  the  deartl 
top  graduate  students  and  salarie: 
just  $6,000  a  year,  are  being  lured  ai 
too.  Recently,  at  the  Delhi  campus,  1 
30  computer  science  professorships 
vacant. 

But  the  Institute  and  its  determi 
graduates  are  fighting  back.  Alui 
have  started  raising  money  for  faci 
perks  and  expanded  programs.  Exc< 
founder  Rekhi,  for  example,  gave 
million  to  fund  professors'  research 
travel  and  to  build  a  new  informal 
technology  school  at  the  Mumbai  (t 
merly  Bombay)  campus.  Meanwli 
IBM  and  Indian  software  compai 
have  set  up  offices  at  some  schools, 
lowing  faculty  and  students  a  chanc 
make  some  extra  cash  without  leav 
their  campus. 

"As  India  moves  into  the  21st  c 
tury,  its  technologists  will  play  an  e 
more  important  role,"  says  Keyn 
Systems'  Gupta.  "IIT  is  crucial  to  Ind 
future." 
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AIM  Basic  Value 
Fund 

1-Year 

5-Year 

Since  Inception 
10/18/95 

13.62% 

18.66% 

20.38% 

We  find, opportunities  others  miss. 


Invest  with 
DISCIPLINE* 

1  BASIC  VALUE  FUND.  At  AIM,  we  believe  discipline  creates  performance.  It's 
way  of  finding  undervalued  mid-sized  and  large  companies  with  the  potential  to  grow, 
inesses  others  may  have  missed.  To  learn  more  about  this  fund  or  any  other  AIM  Fund, 
ise  see  your  financial  advisor,  www.aimfunds.com 

FUNDS® 

The  idea  is  discipline.  The  purpose  is  performance.  The  name  is  AIM. 

Member  of  the  $402  Billion  AMVESCAP  Group 


>  recent  significant  market  volatility,  the  fund's  current  performance  may  be  more  or  less  than  that  shown.  Past  performance  cannot  guarantee  comparable  future  results. 

rmance  of  other  classes  may  vary.  Investment  return  and  principal  value  will  vary  so  that  you  may  have  a  gain  or  loss  when  you  sell  shares.  Investing  in 
ized  companies  may  involve  greater  risk  not  associated  with  investing  in  more  established  ones.  Fund  participates  in  initial  public  offering  (IPO)  market.  A 
leant  portion  of  the  fund's  returns  are  attributable  to  its  investment  in  IPOs,  which  had  a  magnified  impact  due  to  the  fund's  relatively  small  asset  base. 
.  YOUR  FINANCIAL  ADVISOR  for  more  complete  information  about  the  fund,  including  sales  charge  and  expenses,  fund  prospectus  and  investor 
:.  Please  read  the  prospectus  carefully  before  investing  or  sending  money.  Assets  under  management  as  of  12/31/00.  A  I  M  Distributors,  Inc.  3/01. 


NOW  YOU  CAN  TAKE  CARE  OF  THE  THREE  S's 

RIGHT  AT  THE  AIRPORT. 
Y'KNOW,  SHOWER,  SHAVE,  AND  SHOESHINE. 


Business  Class  to  London 

1-800-862-8621 
virgin.com 


virgin  atlonticfj^ 


Bank  of  America  Private  Bank 

You  didn't  get  where  you  are  by  following  someone  else's  agenda.  So  why  start  now?  At  Bank  of  America  Private  Bank, 
we  can  customize  an  investment  portfolio  that  meets  your  needs  alone.  It  might  include  bonds  for  income  potential. 
Hedge  funds  for  managing  risk.  Real  estate  for  diversification.  The  goal?  Solid  performance  under  all  market 
conditions.  That  means  anticipating  changes  and  making  adjustments  to  your  portfolio  accordingly.  Building  your 
future  successes  with  our  creativity?  Why  not?  -  — I 


Bank  of  America  a^urw — 


Call  1.800.863.9500  or  visit  www.bankofamerica.com/privatebank 


f  LEIGH  GALLAGHER 

JESIDES  SINKING  ADVERTISING 
sales,  what  holds  the  publishing  in- 
dustry's attention  this  month  is  the 
Itroduction  of  Rosie,  the  newest  entry 
Ito  the  crowded  women's  magazine 
jgment  and  the  latest  vehicle  for  irrev- 
lent  talk  show  host  Rosie  O'Donnell.  A 
lint  venture  between  her  and  Gruner 
I  Jahr  USA  Publishing,  a  subsidiary  of 
■erman  media  giant  Bertelsmann,  the 
|w  title  will  be  mailed  to  3.5  million 
I  bscribers;  a  half-million  more  copies 
Bill  be  loaded  onto  newsstands. 

Rosie  is  a  relaunch  of  dreary  McCalVs, 
lid  it's  the  latest  and  flashiest  move  of 
laniel  Brewster,  brought  in  to  juice  up 
flruner  +  Jahr  USA,  parent  to  McCaWs 
id  such  other  sleepy  titles  as  Family  Cir- 
r,  Child  and  Fitness.  Since  taking  over 
it  May,  Brewster,  former  head  of  Amer- 
Ijan  Express  Publishing,  has  grabbed  his 


Stuff 

Rosie  might  make 
the  headlines,  but  it's 
the  tamer  titles  that 
make  the  money  for 
Gruner  +  Jahr  USA. 


share  of  headlines:  In  addition  to  Rosie 
he  has  spent  nearly  $600  million  to 
add  Inc.  and  Fast  Company  to  the 
G+I  portfolio  and  has  poached  some  of 
the  publishing  industry's  top  business 
talent  in  the  process.  His  mandate:  to 
double  the  company's  size  in  five  years 
(G+I's  estimated  revenue  last  year 


Page  turner:  Daniel  Brewster  has  a  classic 
chorus  backing  up  his  dicey  new  diva. 

after  discounting:  $600  million). 

But  for  all  the  hullabaloo  surround- 
ing the  new  titles,  Brewster  has  already 
had  some  gems  in  the  rough.  The  75- 
year-old  Parents  is  the  company's  most 
profitable  publication,  with  an  operat- 
ing margin  of  more  than  30%,  com- 
pared with  the  industry's  12%  average; 
its  circulation  grew  1 1%  last  year  to  2.2 
million.  It  has  such  a  lead  over  Time 
nc.  rival  Parenting  (circulation:  1.5  mil- 
ion)  that  advertisers  often  make  Par- 
mts  their  only  such  buy.  "You  cannot 
risk  not  being  in  the  largest  publication 
in  that  category,"  says  Valerie  Muller, 
director  of  print  services  at  Grey 
Global  Group's  MediaCom 
buying  arm.  Parents'  esti- 
mated advertising  revenue 
last  year:  $80  million,  up 
21%  from  1999. 

G+J  also  boasts  YM, 
the  magazine  for  teenage 
girls  that  at  various  points  in 
its  70-year  history  has  stood  for 
Young  Miss,  Young  and  Modern  and 
now  Your  Magazine.  Though  ad  rev- 
enue and  profits  were  down  last  year  as 
Hearst  and  Time  Inc.  elbowed  their  way 
into  the  category  with  CosmoGirl  and 
Teen  People,  YM  is  historically  one  of 
G+J's  biggest  moneymakers — and  has 
managed  to  stay  surprisingly  relevant 
with  fickle  teen  readers.  "  YM  is  still  cut- 
ting edge,"  says  Grey's  Muller.  '"It's  a  lit- 
tle glitzy,  which  is  what  young  girls  be- 
lieve they  need,  but  it's  not  hard-core 
bad,  so  it's  still  very  acceptable  with  the 
parental  set."  Last  month  Brewster 
tacked  on  500,000  readers  by  subsum- 
ing Jump  from  Weider  Publications. 

Parents  and  YM  are  also  2  of  only  12 
titles  among  the  decade's  100  largest 
newsstand  sellers,  according  to  CapelVs 
Circulation  Report,  that  increased  their 
cover  prices  and  number  of  newsstand 
copies  sold  at  the  same  time  that  they 
shrank  the  percentage  of  newsstand 
copies  returned  unsold.  Even  dowdy 
Family  Circle,  with  a  circulation  of  5 
million,  has  something  going  for  it.  The 
sixth-largest  magazine  title  in  the  U.S. 
trails  Meredith  Corp.'s  Better  Homes 
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GLAJ1N  EJLj^  JAHJL 

and  Gardens  and  Hearst's 
Good  Housekeeping  in  prof- 
itability among  the  "seven 
sisters"  women's  books,  but 
it  beats  both  in  newsstand 
sales,  which  make  up  a 
third  of  Family  Circle's  cir- 
culation. Family  Circle's 
February  ad  pages  were  up 
26%  and  revenues  37%  de- 
spite one  of  the  worst  ad- 
vertising climates  in  years. 

All  that  said,  G+J 
needed  a  shakeup  after  two 
decades  of  rising  status  in 
the  U.S.  magazine  market  (see  table). 
McCall's,  Child  and  Homestyle  were  los- 
ing money,  and  overall  profits  dwindled 
in  2000  for  the  third  year  in  a  row.  G+J 
claims  its  titles  reach  one  out  of  every 
two  women  in  America,  but  the  pub- 
lisher missed  out  entirely  on  the  boom 
in  technology  advertising. 

Rosie  is  just  one  part  of  Brewster's 
turnaround  strategy.  In  addition  to  ac- 
quisitions he's  also  been  redesigning 


Gruner  +  Jahr  ranks  fifth  in  reported  advertising  rev- 
enue among  the  top  U.S.  magazine  publishers,  but 
its  titles  reach  a  broader  audience  than  Conde  Nast's 
or  Hachette  Filipacchi's. 


Advertising 
revenue1 
($bil) 


'  Total  paid 
circulation 
(mil) 


Time  Inc 

$3.9 

50.6 

Hearst  Corp 

1.5 

22.0 

Conde  Nast 

1.4 

14.8 

Hachette  Filipacchi 

1.1 

11.9 

Gruner  ♦  Jahr  USA  Publishing 

0.9 

17.9 

Meredith  Corp 

0.9 

24.4 

'Year  2000.  Does  not  account  for  discounting;  actual  figure  is  less.  Sources: 
Publishers  Information  Bureau:  Competitive  Media  Reporting:  Audit  Bureau 
of  Circulations:  companies.  Research  assistance:  Joan  Fitzsimons. 


nearly  every  existing  title.  Those  up- 
grades are  costing  $40  million,  so  earn- 
ings will  remain  close  to  flat  this  year. 
Privately  held  Bertelsmann,  which 
owns  75%  of  G+J,  and  the  Jahr  family 
can  wait.  Brewster  took  the  job  only 
when  they  guaranteed  him  time,  re- 
sources and  autonomy  (under  his  pre- 
decessor, German  control  was  tight). 

What  could  go  wrong?  O'Donnell's 
cheeky  humor  might  not  appeal  to  Mc- 


Call's middle- America  readers,  and 
vocal  positions  on  political  issues 
gun  control  might  not  sit  well  with 
vertisers.  The  model  is  last  year's  lau 
of  O,  The  Oprah  Magazine,  the  jc 
venture  between  Oprah  Winfrey  i 
Hearst  cited  as  the  most  succes: 
magazine  launch  ever.  Yet  Rosie  r 
simply  be  far  less  powerful  than  Op 
in  her  ability  to  sell  a  magazine. 

Bertelsmann  has  the  wherewitj 
for  a  fair  amount  of  patience  with  C 
While  the  parent  company  garn 
headlines  for  Christina  Aguilera 
Napster  music  deals,  nearly  half  ol 
$15.3  billion  in  revenue  last  year  i\ 
37%  of  its  $1.6  billion  operating 
come  (earnings  before  depreciation, 
terest  and  taxes)  came  from  its  ink-i 
paper  operations.  The  $2.1  bill 
Arvato  printing  division  registere 
21%  gain  in  operating  profit,  amc 
the  healthiest  across  the  company.  1 
not  imperative  that  a  gush  of  profits 
rive  immediately  from  the  U.S.  mai 
zine  operations. 


"THE  CFA*  CHARTER  IS  THE  MOST  HIGHLY  REGARDED 

PROFESSIONAL  DESIGNATION 

IN  THE  INDUSTRY."  —  I.  Rossa  O'Reilly,  CFA 


/.  Rossa  O'Reilly,  CFA 

Managing  Director 

OBC  World  Markets,  Inc. 

Toronto,  Canada 

CFA  charterholder  since  1 977 


Around  the  world,  investment  professionals  and  investors  alike  recognize  the  value 
of  the  Chartered  Financial  Analyst  ™  (CFA®)  designation.  When  you  choose  a  CFA 
charterholder  to  manage  your  investment  portfolio,  you're  choosing 
someone  who  has  demonstrated  mastery  of  the  industry's  most 
rigorous  program  of  study.  And  through  their  membership  in  the 
Association  for  Investment  Management  and  Research"'  (AIMR). 
charterholders  have  access  to  a  wealth  of  knowledge  that  helps  them 
keep  pace  with  the  latest  industry  developments  and  make  better  informed  investment 
decisions.  Whether  you're  looking  to  invest  for  yourself  or  on  behalf  of 
your  organization,  choose  an  investment  professional  who  has  earned  the  globally 
recognized  standard  of  excellence.  Choose  a  CFA  charterholder. 

800-247-8132  •  804-951-5499  •  www.aimr.org 
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Patricia  Cloherty, 
a  pioneering  venture 
capitalist,  tries  to  mine 
a  new  frontier:  Russia. 

BY  KERRY  A.  DOLAN 

THE  RUSSIAN  EQUITIES  MARKET 
has  been  one  of  the  world's  best 
performers  in  recent  months,  as 
authoritarian  President  Vladimir  Putin 
at  least  has  lent  an  air  of  stability.  But 
the  country  remains  an  economic 
minefield:  Debt  payments  are  a  politi- 
cal football,  healthy  companies  risk 
being  taken  over  through  loopholes  in 
bankruptcy  law  and  businessmen  with 
political  ties  still  can  get  the  govern- 
ment to  harass  their  rivals. 

None  of  this  has  dissuaded  Patricia 
Cloherty.  A  veteran  venture  capitalist 
in  the  U.S. — she  joined  Alan  Patricof  in 
New  York  as  a  partner  at  his  epony- 
mous firm  in  1970 — Cloherty  chairs 
the  board  of  what  could  become  the 
largest  venture  capital  fund  in  Russia, 
the  U.S. -Russia  Investment  Fund.  Set 
up  by  the  U.S.  government  in  1994,  the 
fund  was  allotted  $440  million  to  back 
young  entrepreneurs  and  growing 
companies.  It  has  created  a  private 
management  company,  Delta  Capital 
Management,  which  is  in  the  process  of 
raising  up  to  $150  million  from  private 
investors. 

Given  the  perils  of  investing  in  Rus- 
sia, putting  money  into  even  the  most 
promising  ventures  can  be  a  recipe  for 
disaster.  That's  why  the  fund  has  an  ad- 
ditional mandate:  to  help  develop  the 
regulatory  structures  that  will  allow  its 
investments  to  grow.  "I  call  it  a 
developmental  capitalist  tool  kit,"  says 
Cloherty,  58. 

She  travels  to  Russia  only  two  or 


three  times  a  year.  By  intent,  90%  of  the 
Moscow-based  fund's  staffers  are  locals. 

Nonetheless,  Cloherty  has  seen  her 
fair  share  of  Russia's  sometimes  unique 
approach  to  capitalism  since  she  was 
appointed  a  director  of  the  fund  by 
President  Bill  Clinton  in  1994.  A  58% 
investment  that  the  fund  made  in  1998 
with  Kohlberg  Kravis  8c  Roberts  in  the 


historic  Lomonosov  Porcelain  Factory 
in  St.  Petersburg  went  awry  when  the 
Ministry  of  State  Property  there  de- 
clared the  venture  fund's  controlling 
position  null  and  dismissed  the  idea  of 
compensation.  The  U.S. -Russia  Fund 
and  KKR  sued;  two  years  later  they  won 
back  control. 

Now  the  fund  focuses  on  technol- 
ogy investments  and  younger  entrepre- 
neurs. "You  can't  completely  escape  the 


government.  The  main  thing  is  to 
away  from  the  Old  Economy,"  i 
David  Jones,  the  fund's  chief  execul 
Thus  the  fund  made  a  small  investrr 
in  a  company  called  Cybiko,  wh 
wireless  game  and  e-mail  device  w. 
hit  with  U.S.  kids  last  Christmas, 
other  stake:  in  Port.ru,  an  Internet  p 
tal  company. 

While  other  Russ 
VC  funds  (see  table)  h 
been  showing  payc 
the  U.S. -Russia  Fij 
only  realized  its  first 
turn  in  mid-March  fr 
the  $165  million  it 
invested  in  36  differ 
companies.  But  Clota 
a  go-getter  since  her  c 
as  a  Peace  Corps  voli 
teer,  is  undeterred, 
fund  collaborated  w 
the  Russian  governm 
and  Fannie  Mae  to  str 
ture  a  law  establish 
private-property  unc 
pinnings  for  asset-bac 
mortgages.  In  additior 
the  mortgage  lend 
program,  Clohe 
launched  one  of  the  f 
auto  leasing  program: 
the  country.  The  fund  has  also  m; 
2,000  small  business  loans.  "It's  a  tab 
rasa  when  you  start  in  countries  t 
have  not  been  capitalist,"  says  Clohe 
"The  very  words  'entrepreneur'  .< 
'profit'  were  illegal." 

As  Cloherty  knows  all  too  w 
merely  backing  the  right  company 
the  right  price  isn't  enough  here.  Ve 
ture  investing  in  Russia  still  looks  lik 
trek  through  Siberia  without  a  map. 


Against  All  Odds 


Sometimes  risk  brings  reward.  One  of  the  Baring  Vostok  funds  reports  paying  $23C 
million  in  dividends  since  1994.  Some  of  the  other  funds  do  not  disclose  their  returr 


Fund/investment  focus 


Size 
(Smil) 


Date 
raised 


Company 
fund  has  backed 


U.S.-Russia  investment  Fund/consumer  products,  tech      $260      1995      Nizhny  Newsprint 


Baring  Vostok  Capita!  Partners/oil,  telecom,  forestry,  tech    300  1994-2001  VimpelCom (wireless  telec 


Russia  Partners/diversified 


300 


1994      MTV  Russia 


AIG-Brunswick  Millennium  Fund/telecom,  information  tech   288      1996  VimpelCom 


SUN  Capital  Partners/food,  beverages,  tech 


155      1996  Cybiko 


Source:  The  funds. 
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itroducing  the  Falcon  2000EX. 
It  sprints  3800  nm— at  .80  Mach 


with  pass 


This  big,  widebody  is  engineered  for  fast,  long 
Falcon  2000EX  will  whisk  you  nonstop  from  Paris  to  New  York. 
Dubai  to  London... or  Sao  Paulo  to  Miami.  You'll  quickly  put 
3800  nm  behind  you  while  flying  in  quiet  comfort  at  .80  Mach. 

long,  tall  and  wide — allows  separate  private  meetings, 
esigned  with  a  Dassault  fighter  heritage,  this  twinjet  will  be 
wered  by  PW308C  turbofans.  With  first  deliveries  in  early  2003, 
it  will  proudly  join  the  Falcon  2000,  in  the  Falcon  family  of  five 
business  jets.  Contact  John  Rosanvallon  in  the  U.S.  at  (201)  541-4600  or 
Alain  Aubry  in  Paris  at  (331)  40-83-93-08.  Or  visit  www.falconjet.com. 

Perfdrmance  based  on  preliminary  data. 


Armchair  Testing 

Recruiters  want  to  test  job  applicants  over  the  Internet. 
It  turns  out  not  everything  is  meant  to  be  Webified. 


BY  JOANNE  GORDON 

PHOENIX-BASED  INTER-TEL,  A 
telecom  software  company,  used  to 
have  its  sales  applicants  take  a  writ- 
ten personality  test  to  see  who  was  self- 
motivated,  outgoing  and  energetic.  Each 
three-hour  test  cost  the  company  about 
$60,  and  it  took  days  to  get  results  from 
the  testing  firm.  All  told,  testing  ran 
$600  per  hire  because  only  one  out  of 
ten  candidates  got  a  job. 

Last  year  the  company  swapped  its 
paper-and-pencil  version  for  an  on- 
line test.  Applicants  now  take  a  test 
from  their  own  computers  before 
being  considered  for  an  interview.  A 
computer-generated  report  is  avail- 
able in  minutes  to  hiring  managers. 
Because  it  weeds  out  people  up  front, 
recruiters  waste  less  time  interview- 
ing unqualified  candidates.  Cost:  $25 
each  hire. 

The  Internet  has  already  revolu- 
tionized the  job  hunt.  Now,  in  the  next 
step,  online  testing  is  being  hawked  as 
a  tool  to  screen  job  applicants.  A  slew 
of  small  outfits,  such  as  Fitability  Sys- 
tems, Q-Hire  and  Epredix.com,  are 
crowding  into  the  market,  while  big 
test  providers,  like  Chicago-based  Reid 
London  House,  are  exploring  the  In- 
ternet, too. 

Atlanta-based  Fitability  has  sold  its 
screening  test  to  63  companies,  includ- 
ing Inter- Tel  and  Yahoo.  The  tool  mea- 
sures job  candidates  against  traits  that  it 
culled  from  a  database  of  1 30,000  pro- 
fessionals' profiles. 

Sounds  good  at  first  blush,  but  think 
carefully  before  committing  your  com- 
pany. An  online  test  provider  charges 
anywhere  from  $25  to  $125  for  each 
person  who  takes  the  test — costs  de- 
crease as  test-takers  increase.  But  Inter- 
net tests  have  limited  use.  Like  auto- 
mated telephone  interviews  that  screen 


entry-level  workers,  Internet  testing  can 
replace  only  the  most  basic  types  of  psy- 
chological assessments.  The  tests  can 
predict  someone's  integrity  and  some 
personality  traits,  but  not  more  complex 
characteristics  like  cognitive  ability.  An 
applicant  can  obviously  cheat  on  a  math 
test.  "We  can  predict  a  trait  but  not  if 
they  will  be  successful  at  a  particular 
job,"  admits  J.  Reginald  Campbell, 
Fitability's  chief  executive. 

Online  testing  also  raises  reliability 
questions.  Security  is  the  most  obvious 
pitfall.  It's  impossible  to  know  who's  re- 
ally taking  the  test — the  ex-con  appli- 
cant or  his  brother  the  priest. 

Also,  good  results  are  in  part  depen- 
dent on  controlled  conditions  for  all 
test-takers,  such  as  a  quiet  room  with 
good  light  and  a  time  of  day  when  peo- 
ple are  alert.  People  who  are  uncom- 
fortable or  unfamiliar  with  computers 
may  be  at  a  disadvantage. 

Thus  companies  could  be  vulnerable 


You  can't  determine  who's 
really  taking  the  test.  


to  discrimination  sil 
by  applicants  claim 
they've  been  unfai 
eliminated.  That's 
reason  even  the 
providers  say  that  tr 
Internet  assessme 
should  be  used  ale 
with  a  face-to-face  interview. 

A  few  employers  are  writing  tl 
own  online  tests.  Ford  Motor  create 
30-minute  assessment  last  year  for 
nance,  marketing  and  other  salar 
positions.  But  it's  confined  to  ask 
applicants  about  job  history,  busii 
knowledge  and  willingness  to,  say,  re 
cate.  Ford  concluded  that  Internet 
curity  wasn't  stringent  enough  to 
applicants  to  complete  psycholog 
tests  online. 

Unless  your  company  revii 
thousands  of  applicants  each  year, 
would  not  recommend  writing  y 
own  test.  Researching,  writing  and 
idating  a  legally  defensible  persona 
test — online  or  on  paper — can 
from  $100,000  to  $300,000.  Add  to  II 
salaries  for  an  on-site  industrial  p 
chologist  and  a  technology  staff. 

Is  employment  testing  worthwh 
It's  been  used  since  the  early  1900s, 
today  about  40%  of  midsize  and  la 
companies  put  ap; 
cants  through  some : 
of  psychological  ass> 
ment,  according  to 
American  Managerr 
Association.  The  Ass< 
ation  of  Test  Publisl 
claims  its  memb 
sales  of  employm 
tests  are  growing  1 
annually. 

Proponents  e 
Daniel  Masden,  an  inc 
trial  psychologist  v 
Temple- Inland,  a  Dil 
Tex.-based  wood  pr 
ucts  company,  which 
1 5  different  tests:  "II 
can  eliminate  just 
bad  hire,  we've  paid 
our  testing  for  the  er 
year." 
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ONLY  5%  OF  YOUR  LIFETIME  IS  SPENT  OUTSIDE. 
MAKE  THE  MOST  OF  IT. 


E|ER  GRAND  CHEROKEE     To  coax  you  out  more  often,  we  designed  an  exceptional  4x4-Jeeg  Grand  Cherokee.  With  a 
;  jy  pampering  cabin  and  Quadra-Driver*  an  extraordinarily  capable  four-wheel  drive  system,  it  will  have  you  rethinking  the 
ount  of  time  you  spend  out-of-doors.  And,  well,  that's  the  whole  point.  Call  us  at  1-800-925-JEEP  or  visit  www.jeep.com. 

tonal.  Always  use  seat  belts.  Remember  a  backseat  is  the  safest  place  for  children  12  and  under.  Jeep  is  a  registered  fademark  of  DaimlerChrysler. 


Street  Smarts 

Tony  Cuti  has  turned  Duane 
Reade  into  the  nation's  most 
profitable  drugstore  chain. 
But  is  he  growing  too  fast? 

BY  BRETT  NELSON 

PHARMACY  CHAINS  CONFRONT  THE 
same  challenge  as  mass  retailers 
and  grocery  stores:  To  grow, 
they've  got  to  expand.  And  expansion, 
too  quick  or  poorly  executed,  is  a  trip 
to  perdition. 


That's  what  landed 
Duane  Reade,  New  York 
City's  dominant  drug- 
store chain,  in  big  trou- 
ble a  few  years  ago.  Bain 
Capital,  the  venture  arm 
of  the  Boston  consul- 
tancy, bought  Duane 
Reade  in  1992  and  in- 
stalled Bruce  Weitz,  a 
small  food-chain  operator,  to  run  the 
show.  In  18  months  he  added  22  stores, 
at  $1  million  apiece,  on  top  of  the  ex- 
isting 37.  But  the  chain's  $27  million  in 
operating  income  (in  the  sense  of  earn- 
ings before  depreciation,  interest  and 
taxes)  wasn't  enough  to  service  its  $30 


Expansion 
could  undo 
his  good 
work  on 
the  balance 
sheet.  

million  in  annual  int 
est  payments  on  $2 
million  in  debt,  let  ak 
an  aggressive  expansii 
Weitz  resigned  in  19 
when  net  losses  w 
$18  million  on  sales 
$337  million— but  i 
before  starving  1 
stores  of  inventory 
conserve  capital. 

In  came  Anthc 
Cuti,  now  55.  A  oneti 
research  pharmaco 
gist,  with  an  M.B.A. 
finance,  Cuti  had  dc 
stints  at  Arthur  And 
sen,  Revlon,  Brist 
Myers  Squibb  and 
Pathmark  supermar 
chain.  Duane  Reade 
quired  some  CPR.  C 
immediately  fed 
stores  with  inventory 
stop  sales  from  shrii 
ing.  He  called  on  big  vendors  and  asl 
to  defer  payment  on  more  stock  ui 
he  could  raise  fresh  capital.  T 
months  later  same-store  sales  wi 
growing  at  7%. 

He  also  overhauled  the  $15  milli 
electronic  ordering  system,  wh: 
had  been  improperly  install 
leaving  stockers  to  walk  the  aisles  w 
pads  and  pencils  to  check  wh 
of  a  store's  20,000  items  were  runn 
low.  Sometimes  overstocked  produ 
would  flood  out  shelf  space 
understocked  ones,  which,  in  tu 
wouldn't  get  reordered.  Now,  wr 
inventories  fall  below  a  certain  le* 
the  checkout  scanners  instantly  orde 


Saturated  in  New 
York:  Cuti  must  now 
invade  new  territory. 
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•  ft: 


MARKETS 


ana  fall, 


APPRECIATES. 


- 

The  influences  that  make  the  market 
go  up  also  make  it  go  down.  But  the 
forces  of  time,  climate  and  wood  only 
make  whisky  better.  Consider  our 
15-Year  Solera  Reserve,  a  smooth 
marriage  of  whisky  matured  in 
three  casks  (traditional  oak, 
European  oak  and  Spanish  Barricas), 
yielding  a  beautifully  balanced  single 
malt  that  shimmers  with  notes 
of  honey,  vanilla,  spice  and  fruit. 


Single  Matt 

SCOTCH  WHISKY 


FAMILY    OWNED    AND    DOMINATED    SINGE  1887 

40%  AlC  BY  VOl    IMPOfllED  BY  WIILIAM  C  R  A  N  T  I.  SONS  N[W  T  0  (i  K .  NY.  OUR  FAHUY  RINIINOS  YOU,  ENJOY  IH*S  WHISKY  R  F.  SPON  SI  Bl  Y . 


In  batch  based  on  historical  demand 
i  delivery  time.  Cuti  even  tackled  the 
tribution  nightmare,  consolidating 

tr  warehouses  in  three  states  into 
e  500,000-square-foot  warehouse  in 

ieens,  N.Y. 

|  Duane  Reade,  so  named  because  the 
|;t  store  was  situated  at  the  corner  of 
jiane  and  Reade  streets  in  New  York, 
pit  public  in  1998  and  is  still  addicted 
i  growth.  Cuti  has  added  120  stores, 
inging  the  total  to  179.  But  the  ex- 
Itision  has  been  digestible.  Duane 
ade's  10%  operating  margin,  as  well 
its  $850  in  annual  sales  per  square 
>t,  is  the  highest  in  the  industry.  Last 
Ir  it  earned  $23  million  on  sales  of  $1 
uon.  Its  shares,  at  a  recent  $35,  are  up 
Vo  in  the  last  year.  But  at  28  times 
'nings,  they're  cheaper  than  the 
cks  of  giants  Walgreens  (55  times 
nings)  and  CVS  (31  times). 
But  is  Cuti  getting  cocky?  "In  the 
it  three  to  five  years  the  number  of 
p-es  we  add  goes  to  50  per  year,"  he 
.'diets.  First,  since  Manhattan  is 
!  but  saturated  with  104  Duane  Reade 
-ations,  Cuti  will  have  to  invade 
familiar  territory.  That  kind  of 
mansion  may  also  undo  the  good 
rk  he  has  accomplished  on  the 
|  ance  sheet.  Debt  is  $353  million, 
( Yo  of  total  capital.  Debt  has  dropped 
;  3.5  times  operating  income  from  7.2 
;  les  back  in  1996,  enough  to  support 
l|  firm's  Bbb  junk-bond  rating.  To 
lie  up  cash,  Cuti  has  worked  out  a 
;  isignment    deal    with  Bergen 
.jjnswig,  which  supplies  80%  of 
ane  Reade's  prescription  drugs.  The 
I  il  takes  $30  million  in  inventory  off 
f,  books  while  leaving  it  on  his  shelves. 
I  One  last  problem  related  to  growth, 
started  shopping  at  Duane  Reade  in 
J  mid-1980s,"  says  New  Yorker  Elena 
li  ischmann.  "Since  then  they've  added 
iee  stores  within  five  blocks  [of 
*  apartment].  I've  shopped  them  all, 
;ii  the  new  stores  have  much  slower 
svice  and  less  helpful  staff." 

Cuti  could  make  his  customers 
bpier  by  hiring  more  people,  but 
at  would  upset  his  profit  margin.  It's  a 
i  ;ky  business  trying  to  be  a  growth 
iinpany  in  a  stagnant  industry.  F 

..HOHli>HilllilllllllllHailHiiiiii_£iHlllllliliiiHMlili__» 


SMART  GIVING 

makes  a  difference 

For  the  charities  you  support. 
For  the  taxes  you  save. 


Open  a  Giving  Account^  with  the 

Fidelity  Charitable  Gift  Fund. 


One  of  Americas  leading  public  charities 
offers  you  a  new  way  to  give  to  your  favorite 
causes.  Establish  a  Giving  Account  with  an 
irrevocable  contribution  of  $10,000  or  more 
in  cash  or  stock.  Receive  an  immediate  tax 
deduction,  plus  the  freedom  to  decide  when 
you  want  to  recommend  grants  —  now  or  in 
the  future.  And  because  the  assets  in  a  Giving 
Account  have  the  opportunity  to  grow,  there 
is  potential  to  give  more  to  charity  —  and 
make  a  greater  charitable  impact. 

Smart  giving 

makes  a  differences 


Call  800-682-4438 

Visit  www.charitablegift.org 


•  Immediate  tax  deduction 

•  No  capital  gains  taxes 
on  gifts  of  long-term 
appreciated  stock 

•  Recommend  grants  on 
your  own  timetable  to  the 
public  charities  you  care 
about  anywhere  in  the 
country 

•  Grant  to  many  charities 
from  a  single  block 

of  stock 

•  Contributions  have  potential 
to  grow,  ultimately  bringing 
more  to  charity 

•  Consolidated  record- 
keeping and  tax  reporting 


Fidelity 


Investments' 


The  Fidelity  Charitable  Gift  Fund  is  a  public  chanty  and  donor-advised  fund.  Various  Fidelity  companies  provide  investment  management  and  administratis 
services  to  the  Fund.  The  Fidelu  Charitable  Gift  Fund  has  granted  more  than  $2  billion  to  chanties  across  the  US.  125002.00' 
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THE  BEST  OF  GOLF 


■ 


chances 
w  slim  for  a 


ANDREW  REDINGTON/ ALL  SPORT 


asters 


Izger  Woods  believes 
twin  at  this  year's 
uasters  will  give 
Um  a  Grand  Slam, 
vthers  do  not.  The 
hst  of  the  field 
vants  to  make  it 
ul  a  moot  point. 

y  Brad  King 


JUMP  AHEAD  WITH  US,  IF  YOU 
will,  to  the  second  week  of  May  on 
the  2001  PGA  Tour  schedule.  First 
day,  first  hole  of  the  Verizon  Byron 
Nelson  Classic  in  Irving,  Tex.  "Next  on  the 
tee,"  the  starter  announces,  "the  current 
Masters,  U.S.  Open,  British  Open  and 
PGA  Championship  winner.  Playing  out 
of  Orlando,  Florida,  please  welcome — 
Mr.  Tiger  Woods." 

Wait  a  minute,  couldn't  he  have  said 
simply,  "Winner  of  the  Grand  Slam?"  In- 
triguing question.  Such  a  claim  would  be 
as  debatable  as  this  scenario  is  hypothet- 
ical. If  Tiger  Woods  wins  the  Masters  this 
year,  he  will  have  won  four  consecutive  ma- 
jors. A  Grand  Slam,  you  say?  Not  exactly. 
For  while  Tiger  will  have  won  four  in  a  row, 
he  will  have  done  so  over  two  calendar  years. 
Therein  lies  the  rub. 
Says  Woods:  "If  I  win  the  Masters  in 
April,  I  will  consider  it  the  Grand  Slam 


since  I'll  own  all  four  major  titles  con- 
secutively. The  way  I  look  at  it,  if  I  win 
all  four,  I  win  all  four,  regardless  what 
the  calendar  says.  I  know  some  peo- 
ple disagree." 

Arnold  Palmer  disagrees:  "I  think  it  has  to 
be  in  the  same  year,  definitely.  What  the 
hell,  it's  a  great  accomplishment  if  you  win 
four  in  a  row  and  they're  majors.  But  I 
think  the  ticker-tape  comes  when  you  win 
four  in  one  year." 

It  was  Palmer,  you  may  recall,  who 
coined  the  term  "Grand  Slam"  after  win- 
ning the  first  two  majors  in  1960.  Bobby 
Jones  won  a  Grand  Slam  of  sorts — and  got 
one  of  his  two  ticker-tape  parades — in 
1930  by  winning  the  U.S.  and  British 
Opens,  plus  the  U.S.  and  British  Amateurs. 

But  the  closest  anyone  has  come  to  a 
professional  Grand  Slam  was  Ben  Hogan, 
who  in  1953  did  so  in  Tiger  2000  fashion, 
winning  the  Masters  by  five  strokes,  the 


masters  preview 


ADVERTISEMENT  2 


U.S.  Open  by  six  and  the  British  Open  by 
four.  Hogan  was  denied  a  chance  at  the 
Grand  Slam  because  he  elected  to  play  in 


In  2000,  Vijay  Singh  became  the  ninth  internation- 
al player  to  win  at  Augusta  in  the  past  13  years. 


the  British  Open,  which  began  on  July  8, 
over  the  PGA  Championship,  which  end- 
ed on  July  7.  (And  who  can  say  for  sure, 
but  Hogan  and  his  battered  legs  would 
surely  have  had  a  difficult  time  surviving 
not  only  the  rolling  fairways  and  elevat- 
ed tees  and  greens  at  Michigan's  Birm- 
ingham Country  Club,  but  also  the  PGA 
Championship's  grueling  match-play  for- 


mat used  back  then.) 

Yet,  for  winning  three  majors  and  five 
of  the  six  tournaments  he  entered  in  '53, 
Hogan,  like  Jones,  indeed  received  that  tick- 
er-tape parade  through  New  York  City's 
Canyon  of  Heroes. 

So  now  we  have  Tiger  heading  into 
the  2001  Masters  with  the  chance  to  do 
what  no  man  has  done  before:  win  four 
majors  in  a  row. 

■  f  the  Masters  sets  the  stage  for  the  re- 
I  mainder  of  the  year,  its  most  recent  de- 

■  fending  champs  have  been  mosdy  ush- 
ered to  the  wings.  Last  year's  champion, 
Vijay  Singh,  finished  second  at  Hilton 
Head  the  week  after  the  Masters,  but 
wouldn't  win  again  during  the  season. 
Jose  Maria  Olazabal  has  won,  let's  see, 
nothing  on  American  soil  after  winning  at 
Augusta  in  1999.  Mark  O'Meara  followed 
up  his  '98  green  jacket  with  a  British  Open 
title,  but  hasn't  been  seen  or  heard  from 
since.  Tiger  didn't  crack  a  top  10  in  the  three 
remaining  majors  after  his  win  in  1997. 

In  fact,  save  O'Meara,  not  a  single  Mas- 
ters winner  has  won  another  major  in  the 
same  year  since  Nick  Faldo  in  1990. 

So  if  Tiger  does  manage  to  win  the 
2001  Masters,  will  the  absurd  demand 
be  made  that  he  win  three  more  in  a 
row — seven  straight  total — to  settle  the 
Grand  Slam  question  for  good?  Or  is  this 
Masters  his  most  realistic  chance  to  claim 
any  kind  of  Grand  Slam  at  all? 

Or,  for  a  change  of  pace,  will  someone  else 
step  to  the  forefront?  One  factor  to  consider: 


If  golf's  theme  in  2000  was  the  "Yean 
Tiger,"  then  surely  this  year's  is  "Geoi 
My  Mind."  Along  with  the  Maste 
Peach  State  will  play  host  to  a  secor 
jor,  the  PGA  Championship  at  the  / 
Athletic  Club,  as  well  as  the  Bell 
Classic  at  Sugarloaf  in  Atlanta,  the 
Challenge  at  Callaway  Gardens  ai 
Walker  Cup  at  Sea  Island's  Ocean  I 

So  does  this  mean  that  Davis  Lcj 
Georgia's  most  adored  golfing  sor 
Bobby  Jones,  will  cap  his  career 
long-awaited  Masters  title?  Or  will 
gia  Tech  grad  David  Duval  finally 
through  at  Augusta  after  a  runner-i 
a  third-place  finish?  Or  will  Duval's  1 
teammate,  Stewart  Cink,  get  the  w: 
firmly  establishes  him  in  the  game's  tc 

Or  will  these  plot  lines  fizzle,  ir 
of  a  Moss  Boss  like  Brad  Faxon  or 
Roberts,  who  tied  for  third  with  Du' 
year?  And  what  about  gun-slingin 
and  major-champion  wannabi 
Mickelson? 

Despite  a  nagging  hunch  tha 
could  be  Love's  year  at  Augusta 
call  it  a  toss-up  and  give  a  slight  e 
Tiger.  However,  when  Woods  slips  ir 
green  jacket  early  Sunday  evenir 
won't  call  it  a  Grand  Slam.  Simply  p 
pressure  and  media  glare  Tiger  fac 
ing  into  this  year's  Masters  will  be  p 
compared  to  what  he  would  face  er 
a  PGA  Championship  having  al 
won  the  first  three  majors  of  the ) 

But  we  will  be  the  first  to  start  shre 
the  ticker  tape.  Tiger  will  have  earnec 


The  2001  Masters  at  a  Glance 

When: 

April  5-8. 

TV:  Netwo 
Thursday,  April  5 

4:00-6:30  p.m.  Live  coverage  USA 
9:00-11:30  p.m.  Replay  of  first  round  USA 
11:30-11:45  p.m.  Highlights  show  CBS 
Friday,  April  6 

4:00-6:30  p.m.  Live  coverage  USA 
9:00- 1 1 :30  p.m.  Replay  of  second  round  USA 
11:30-11:45  p.m.  Highlights  show  CBS 
Saturday,  April  7 

3:30-6:00  p.m.  Live  coverage  CBS 
Sunday,  April  8 

4:00-7:00  p.m.  Live  coverage  CBS 

Where: 

Augusta  National  Golf  Club,  Augusta,  Ga. 
( Par  36-36—72;  6,985  yards) 

2000  Champion: 

Vijay  Singh  ( 10-under-par  278) 

Field: 

95  players  invited,  including  60  from  the  U.S. 
and  35  international  players*'* 

"Invitations  may  be  issued  to  those  not  qualified  as  of  press 
time  who:  win  The  Players  Championship;  finish  among 
the  three  leaders  on  the  2001  Official  PGA  Tour  Money  List 
published  during  the  fourth  week'  prior  to  the  Masters;  fin- 
ish among  the  50  leaders  on  the  Official  World  Golf  Ranking 
published  during  the  fourth  week  prior  to  the  Masters.  The 
Master*  Committee,  at  its  discretion,  also  invites  international 
players  not  otherwise  qualified. 

G  O 


TO  A  NEW  GOLFER,  THEY  RAISE  EXPECTATIONS. 


TO  A  SEASONED  PRO,  THEY  LOWER  THE  SCORE. 


a  1 1  a  w  a  y  Golf,  Steelhead  and  X  - 1 4  are  trademarks  of  Callaway  Golf  Company. 


www.callawaygolf.com 


niCkfaldO  ADVERTISEMENT 


CAREER 


Editor's  Note:  The  most  exciting  and  mem- 
orable major  championships  are  invari- 
ably those  that  develop  into  head-to-head, 
match  play-style  confrontations.  The  last  ma- 
jor of 2000,  Tiger  Woods'  epic  tussle  with  Bob 
May  in  the  PGA  Championship  at  Val- 
halla, was  just  such  an  occasion,  as  was  the 
famous  Nicklaus-versus-Watson  encounter 
at  Turnberry  in  1977.  And  who  could  for- 
get Greg  Norman's  final-round  clash  with 
Nick  Faldo  at  Augusta  in  1996?  Certainly 
not  our  Play- 
ing Architec- 
ture Editor . . . 


c 


TO  ADOPT  "TIGER  SPEAK,"  I C 
to  the  Masters  in  1996  with  r 
Game.  No,  make  that  my  C  G 
1995  wasn't  a  great  year  for  me; 
my  early-season  form  in  '96  had  beei 
ratic.  Not  that  this  necessarily  matterec 
part  of  the  magic  of  Augusta  is  that  it  is 
of  those  rare  places  where  you  can  disi 
your  best  form  quite  suddenly.  In  short 
gusta  inspires,  and  by  the  opening  ro 
on  Thursday,  I  had  found  my  game. 

Paired  with  John  Daly,  I  managed 
and  was  pleased  with  my  ball  strik 
Perhaps  even  more  encouraging  was 
fact  that  I  putted  well  and  even  holed  a 
down-hillers.  Then  on  Friday  I  compc 
a  solid  67,  a  round  that  lifted  me 
second  place,  four  strokes  behind  Greg  F 
man,  who  had  opened  with  a  coi 
record-tying  63  followed  by  a  69. 

Playing  in  th< 
nal  group  Satur 
Greg  shot  a  7 
my  73.  The  m 
significant  mom 
of  that  round 
when  I  birdied 
17th.  The  3  here 
sured  that  I  wo 
again  play  in  th 
nal  pairing  wl 
Greg  on  Sun 
Since  he  now  II 
a  big  lead  (i 
strokes),  I  thou 
my  best  chance 
catching  him  wa 
I  were  to  play  alo 
side  him — an< 
had  this  thoug 
mind  when  I  std 
over  that  putt  at 
I  knew  that 
could  shoot  66 
67,  Greg  would 
have  to  shoot 
or  better  to  w 


STEPHEN  MUNDAY/ALLSPOP.T 


Greg  Norman  was  | 
cious,  Nick  Faldo  syi 
pathetic,  following 
their  surreal,  final- 
round  Masters  duel  | 
April  14, 1996. 


FLIGHT       OPTIONS       FRACTIONAL       JET   .  OWNERSHIP 


K  million  saved  is  a  million  earned. 


friLy  Flight  Options  has  made  jet  ownership  truly  affordable.  As  the  first  company  to  take  fractional  jet  ownership  into 

f     '  '  •'  '       •  :,  ''-  ■         .:'       '.    "  p  \\-': 

ine  pre-owned  marketplace,  Flight  Options  can  put  you  in  the  jet  that  matches  your  mission  for  35%  less  than  our. 

I   .  ■    -•  -  •        ■  ..  '     .       ;..  ■  •••   f  v. ! 

^mpetition.  You  may  select  from  the  most  requested  jets  flying  today:  Citations,  Beechjets,  Hawkers,  Falcons,  Challengers 
]  Gulfstreams.  And  every  jet  features  five-star  amenities  such  as  oversized  leather  seating,  ample  work  space,  DVD  movies, 
ligital  CD  music,  state-of-the-art  electronics  and  business  services.  When  you  need  the  flexibility  to  maximize  every  day,  turn 
j!  Flight  Options.  For  more  information,  call  us  today  at  877.703.2348.  We've  got  your  options. 

.  ■  •  '  Hawkei r  800  approximate  purchase  price  for  1/4  share. 

1="  l  lgIj  t  = 


*  Hawker  800  approximate  purchase  price  for  1/4  share. 


phone:  216.797.8345  fax:  216.797.6024  www.flightoptions.com 


nick  faldo 


ADVERTISEMENT  6 


A  staggering  Norman  pulled  his  tee  shot  into 
the  pond  on  16  as  Faldo  strode  purposefully  to 
his  third  Masters  win. 

And  I  remember  thinking  that  if  I  could 
close  the  gap  to  three  strokes  after  nine 
holes  then  I  had  a  real  chance,  since  any- 
thing could  (and  frequendy  does)  happen 
on  Augusta's  back  nine.  I  slept  pretty  well 
that  night. 

On  Sunday,  it  felt  like  match  play  from 
the  outset.  I  made  up  one  shot  over  the  first 
five  holes,  then  made  a  pivotal  birdie  at  the 
tough,  par-3  sixth.  When  I  sneaked  a  20- 
footer  in  at  the  eighth  for  another  birdie, 
I  was  just  three  behind. 

Much  has  been  made  of  the  fact  that 
Greg  then  proceeded  to  drop  five  shots  over 


the  next  four  holes.  I  would  like  to  think 
that  the  quality  of  my  golf  over  that 
stretch  was  partly  responsible  for  this — 
by  that  I  mean  that  it  was  my  play  as 
much  as  the  situation  that  put  him  under 
pressure.  I  am  especially  proud  to  have 
played  the  way  I  did  because  it  was  almost 
impossible  not  to  be  distracted  by  what  was 
happening.  The  gallery  was  understand- 
ably very  sympathetic  toward  Greg,  yet  I 
had  to  ignore  this  and  concentrate  on 
my  own  game.  As  we  headed  into  Amen 
Corner,  the  atmosphere  was  electric. 

After  I  made  four  solid  pars  at  9, 10, 1 1 
and  12, 1  was  two  ahead  with  six  to  play. 
Now  I  felt  that  the  tournament  was  mine 
to  lose.  My  second  shot  to  the  13th  will  al- 
ways stand  out  most  in  my  memory.  My 


drive  left  me  228  yards  from  the  flag,  j 
cided  to  go  for  the  green  and  init 
intended  to  hit  a  5-wood.  I  had  a 
carrying  this  club  in  my  bag  for  preij 
ly  such  a  shot,  but  when  I  came  to  add 
the  ball  I  couldn't  get  the  clubhea 
sit  comfortably  on  the  ground — the 
was  a  good  six  inches  above  my  feet 
ter  some  deliberation  I  opted  for 
iron  and  struck  one  of  the  best  shots  o 
life.  Because  the  wind  swirls  so  rrj 
around  Amen  Corner  (famously  a| 
but  also  at  1 1  and  13),  my  heart  was  in 
throat  until  the  ball  landed  on  the  gr) 

Greg  holed  a  courageous  putt  to  rd 
my  birdie  at  the  1 3th  and  we  both  paj 
the  14th — a  far  more  difficult  holel 
most  imagine.  Another  shot  I  vividlj 
member  was  my  pitch  from  overl 
back  of  the  green  at  15.  Greg  had  all) 
chipped  in  for  eagle  so  I  knew  I  had  tc 
up  and  down  to  preserve  my  two-sd 
advantage:  I  hit  the  shot  crisply  yet 
icately  and  it  ran  to  within  three  feet  o 
hole  to  set  up  a  matching  birdie. 

My  sole  intention  at  16  was  to  find  the 
ter  of  the  green.  After  I  achieved  tin 
guess  Greg  felt  he  had  to  go  for  the  flag,  w 
his  ball  found  water  to  the  left  of  the  g| 
there  was  an  almost  eerie  silence.  "What  i 
this  guy  be  going  through?"  I  wonderq 
this  instant  I  knew  I  ought  to  win  but  1 
very  aware  that  I  still  had  to  finish  thej 

When  I  reached  the  18th  tee  I  was 
four  ahead.  I  had  a  good  lie  and  hil 
green  with  my  approach.  I  had  ml 
emotions  walking  up  that  final  fair* 
Like  everyone  in  the  gallery — nq 
mention  the  millions  watching  around 
world — I  felt  really  sorry  for  Greg.  Anfl 
here  I  was,  about  to  win  my  third  g) 
jacket.  This  is  what  I'd  worked  for,  tha 
mination  of  all  those  hours  and  houl 
practice.  The  personal  icing  on  the  < 
came  when  I  rolled  my  25-footer  in  1 
birdie,  a  67  and  a  five-shot  victory. 

I  had  produced  one  of  the  finest  roi 
of  my  life  when  I  needed  it  most.  The 
I  managed  my  game  and  handled 
pressure-packed  situation  that  day  n 
(and  still  makes)  me  feel  very  pr< 
Have  I  ever  played  better?  Considerinj 
occasion  and  the  unique  circumstaB 
probably  not. 
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vristwatch  "Complication"  in  18-carat  yellow  gold.  Self-winding  movement  with  power-reserve 
Un dicator,  date  calendar,  phases  and  age  of  the  moon.  Silvered  gold  dial,  hand-engraved  on  a 
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Grief  and  Greatness 

Some  of  America's  biggest  corporate  stars  owe  success 
to  an  unlikely  driver:  an  early  brush  with  tragedy. 


BY  JILL  BROOKE 

WHAT  DRIVES  POWERFUL  MEN?  SOME  SAY  IT'S  A 
lust  for  money,  others  claim  it's  unbridled  ambi- 
tion. But  for  many  great  leaders  and  successful 
businessmen,  the  answer  is  much  simpler  and  far 
more  poignant:  losing  a  parent  at  a  young  age. 

Angry  at  getting  an  unfair  blow  and  worried  they,  too, 
may  die  young,  parentless  children  typically  are  in  a  hurry  to 
achieve.  They  take  on  most  any  risk  for  success  and  bounce 
back  quickly  from  failure.  Often  these  achievers  turn  into 


controlling  workaholics  wh< 
drive  and  desire  for  recognit; 
produce  superior  results — alt 
with  sometimes  regretta 
consequences. 

In  modern  times  less  tr| 
10%  of  the  U.S.  population  Id 
a  parent  at  a  young  age,  says  H 
vard  social  scientist  Phyllis  Silv 
man.  Yet  more  than  half 
British  prime  ministers  have  s 
fered  that  fate,  as  well  as  such  I 
Presidents  as  Washington,  Jefl 
son,  Lincoln,  FDR,  Cleveland 
Clinton.  So  did  business  tits 
Rupert  Murdoch,  Ted  Turr) 
Craig  McCaw,  Gary  Winnick 
Global  Crossing,  Thomas  Moi 
han  of  Domino's  Pizza,  Chi 
dealmaker  Jimmy  Lee,  Fi 
Amendment  lawyer  Martin  G 
bus  and  Tampa  Bay  Buccane 
owner  Malcolm  Glazer. 

"Power  becomes  a  restorat 
act.  It's  a  way  to  right  the  wron 
says  Marvin  Eisenstadt,  a  p 
chologist  at  St.  Mary's  Childi 
&  Family  Services  in  Syoss 
N.Y.,  who  for  25  years  has  c 
lected  data  on  the  link  betwe 
loss  and  greatness. 

"Being  angry  is  a  great  mc 
vator,"  concurs  Rupert  Murdo 
who  was  a  student  at  Oxfc 
when  his  ailing  father,  Sir  Ke 
Murdoch,  died  in  Austra 
When  his  father's  executors  tr 
to  get  his  mother  to  sell  the  fa 
ily's  last  paper,  the  fledgling  A 
laide  News,  Murdoch  moved 
and  defiantly  turned  the  paj 
around.  "I  thought  they  were  t 
ing  to  take  advantage  of 
mother,"  he  says.  The  paper  I 
came  the  launchpad  for  his  media  empire. 

Gary  Winnick,  the  billionaire  entrepreneur  who  bi 
Global  Crossing  into  a  fiber-optics  powerhouse,  was  only 
when  his  father  died  suddenly  of  a  heart  attack.  He  says 
loss  transformed  him  overnight  and  ultimately  fueled  his  i 
termination  to  succeed. 

"No  professional  adversity  can  ever  reach  the  pain  I  s 
fered  when  my  father  died.  Any  obstacle  thrown  in  my  p; 
becomes  a  challenge  and  another  hurdle  to  climb  over,"  W 
nick  says.  If  anything,  his  father's  untimely  death  made  h 
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CHEROUS 


*ould  you  regain  control? 


FOUL  WEATHER 
DRIVING 


Count  on  Shell 

things  are  more  frightening  than  hitting  the  brakes  on  a  wet  road  and  feeling  your  car  start  to  skid.  While  many  newer 
have  anti-lock  brakes  (ABS)  designed  to  prevent  such  skids,  most  cars  on  the  road  today  don't.  If  you  don  t  have  anti-lock 
s  and  you  begin  to  skid,  don't  slam  on  the  brakes  —  simply  release  the  brake  pedal  then  gently  re-apply  pressure  and  steer 
t  direction  you  want  the  car  to  go.  And  remember,  even  with  anti-lock  brakes,  required  stopping  distance  increases 
atically  on  wet  pavement,  so  slow  down.  Learn  more  driving  tips  in  the  "Foul  Weather  Driving"  book,  free  from 
Pick  one  up  at  your  nearest  Shell  station,  visit  www.countonshell.com  or  call  1-800-376-0200. 


"willing  to  take  more  risks.  As  long  as  it's  not  fatal,  so  what? 
You're  still  alive  to  try  again.  So  you  go  for  it  and  go  for  it." 

"My  father's  death  taught  me  I  never  had  time  to  waste," 
says  Ted  Turner,  whose  father  died  when  Ted  was  24.  The 
younger  Turner  went  on  to  build  an  Atlanta  cable  "super- 
station"  into  the  media  empire  that  Time  Warner  bought  for 
$7.5  billion  in  1996.  "I  never  sit  still." 

Academics  confirm  that  kind  of  inner  drive.  "The  death 
of  a  parent  gives  the  child  an  unfortunate  but  critical  devel- 
opmental push,"  says  Kenneth  Doka,  who  teaches  death 
studies  at  New  Rochelle  College.  Forced  into  a  caretaking 
role,  "some  will  be  crushed  by  the  responsibility,  while  others 
will  integrate  this  role  into  their  personalities  and  be  spurred 
on,"  he  says. 

Columbia  University  researcher  Veronika  Denes-Rag 
studied  children  who  have  lost  a  parent  and  says  they  believe 
they,  too,  will  die  young.  She  splits  them  into  two  groups: 
One  is  in  a  rush  to  achieve  everything  as  fast  as  possible. 
"They  become  high  achievers  and  very  assertive.  The  other 
group  says,  'I  will  die  young,  so  why  bother?'  Very  few  fall  in 
between." 

Thomas  Monahan,  founder  of  the  Domino's  Pizza  chain, 
was  only  5  years  old  when  his  father  died  and  his  impoverished 
mother  put  him  in  an  orphanage.  He  says  the  jarring  turn 
honed  his  resourcefulness.  "When  you  have  holes  in  your  socks, 
you'll  do  anything  to  be  able  to  afford  new  ones,"  says  Mona- 
han, who  keeps  an  abundant  collection  of  cashmere  socks. 

"Being  angry  is  a  great 

motivator."  -Rupert  Murdoch 


"My  father's  death  taught  me 
I  never  had  time  to  waste." 

-Ted  Turner  

Malcolm  Glazer,  chairman  of  First  Allied  Corp.  a 
owner  of  the  Tampa  Bay  Bucs,  says  early  loss  taught  him 
develop  and  trust  his  own  abilities.  "Guys  who  lose  a  pan 
are  forced  to  make  their  own  decisions,  which  can  actua 
help  you,"  says  Glazer,  whose  father  died  when  he  was  15. 
all  your  life  you  went  to  your  parents  to  ask  them  what  w\ 
think,  when  you  grow  up  you  think  you  can't  do  things 
your  own.  But  when  you're  on  your  own,  you  say,  'I  got 
one  to  help  me  but  myself.'" 

Faced  with  the  uncontrollable  situation  of  a  parer) 
death,  people  often  compensate  by  creating  as  much  com 
as  they  can  in  their  later  business  dealings — which  can  salj 
tage  them.  Chase  J.P.  Morgan  Vice  Chairman  James  (limn 
Lee  was  only  12  when  he  lost  his  father,  and  he  believes 
command-and-control  personality  was  forged  in  that  loss 

"Your  loss  develops  a  philosophical  competence  as  well 
a  need  for  control,"  he  says.  "It  energized  me  to  win  peo] 
over  and  become  my  own  poster  boy  for  overachieveme 
Since  I  didn't  have  a  role  model,  I  created  the  perfect  on< 
worked  nonstop.  Eighteen-hour  days."  A  self-styled  "conl 
freak,"  he  insists  on  structuring  every  detail  of  a  deal  himsi 
"You  end  up  only  trusting  yourself." 

But  such  habits  are  hard  to  break.  "It  isn't  healthy  in  1 
long  term,"  Lee  admits.  "I  missed  many  of  my  childre! 
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Protect 


Thomas  E.  Noonan 
Chairman,  President  and  CEO 
Internet  Security  Systems 


We    have   the    Power  to  Manage 


The  integrity,  availability  and  privacy  of  information  can 
make  or  break  your  business.  Internet  Security  Systems 
(ISS) — the  world  leader  in  Managed  Security  Services — 
gives  any  organization  consistent,  sophisticated  protection 
without  the  costly  overhead  of  establishing  an  in-house 
operation.  From  state-of-the-art  monitoring  to  a  secure 
Internet  portal  with  24x7  access  to  the  experts  protecting 
your  network,  ISS  is  the  proven,  most  reliable  and 
knowledgeable  resource  for  any  security  management 
need.  In  fact,  since  1995  over  1,500  organizations  have 
chosen  our  Managed  Security  Services  to  protect  their 
critical  online  infrastructure.  It's  your  business;  protecting 
it  is  ours. 


Managed  Security  Services 
are  also  available  through 
one  of  our  more  than  20 
"Powered  by  ISS"  partners. 


www.iss.net 
1-800-776-2362 


Internet 
Security 
Systems 


"No  professional  adversity 
can  ever  reach  the  pain 
I  suffered  when  my 

father  died."  -&nm  winnick 

school  events.  My  daughter  recently  got  into  college  and  it 
dawned  on  me  that  I  never  knew  one  of  her  teachers'  names. 
I  now  know  I  need  more  of  a  balance."  Despite  his  hard- 
driving  personality,  Lee  suffered  a  public  setback  when  Chase 
acquired  the  Beacon  Group  and  made  its  founder,  Geoff 
Boisi,  Lee's  boss  and  head  of  global  investment  banking.  Lee 
was  sidelined  into  a  senior  dealmaking  role,  but  his  resiliency 
remains:  He  just  engineered  $6.5  billion  in  rescue  financing 
for  ailing  Lucent  Technologies. 

Many  believe  this  relentless  desire  to  achieve,  forged  early 
on,  becomes  a  filler  for  the  gaping  hole  left  by  a  loved  one's 
sudden  exit.  This  applies  to  women  as  well  as  men.  Linda 
Shostak,  one  of  the  first  female  partners  at  law  firm  Morrison 
&  Foerster  in  San  Francisco,  understands  this  response  inti- 
mately. Her  mother  died  of  cancer  when  Linda  was  13. 

"I  just  immersed  myself  in  work  so  I  didn't  have  to  think 
about  it,"  she  recalls.  She  read  1 ,000-page  books  "so  I  would 
be  consumed  by  something  else."  Shostak  adds:  "On  one  side 
I  developed  an  incredible  work  ethic,  but  I  also  compart- 
mentalized my  emotions.  Yet  I  know  I  am  not  alone.  When  I 
went  to  Harvard  Law,  only  a  handful  of  women  were  gradu- 


ates, and  the  majority  only  had  one  parent.  I  never  believ 
that  was  a  coincidence." 

"Since  you  never  got  all  the  love  you  needed,  you  look 
external  support  and  confirmation,"  explains  lawyer  Mar 
Garbus,  whose  mother  died  of  breast  cancer  when  he  v 
only  3.  The  confirmation  comes  by  "making  lots  of  money 
getting  public  recognition,"  he  says.  "I  call  it  the  need-ai 
greed  syndrome.  You  need  so  much  to  have  that  hole  in  yc 
heart  filled  up,  but  it  can't  be  refilled.  Nothing  can  fill  it  upi 
you  keep  on  trying  and  pursue  more  successes." 

As  Garbus  and  others  admit,  the  result  can  be  that 
parentless  child  is  rarely  content.  In  his  study  of  grief  a 
greatness,  Marvin  Eisenstadt  looked  at  the  eminent  peoi 
worthy  of  at  least  a  page  in  the  Britannica  encyclopedia  a 
found  that  these  figures  were  three  times  as  likely  to  have  i 
fered  an  early  loss.  Maybe  Charles  Darwin,  whose  motl 
died  when  he  was  8,  was  right  when  he  described  life  as  "si 
vival  of  the  fittest,"  because  the  paradox  of  loss  is  that  y 
can  win  as  well  as  lose. 

"Since  I  didn't  have  a  role 
model,  I  created  the  perfect 
one.  I  worked  nonstop." 

-James  Lee  


This  article  is  adapted  from  the  new  book  Don't  Let  Death  Ri 
Your  Life:  A  Practical  Guide  to  Reclaiming  Happiness  After  the  Dec 
of  a  Loved  One,  by  (ill  Brooke  (Dutton,  $24). 
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BY  EARLY  MORNING  ON  FEB. 
25,  2000  Ford  dealmaker 
Douglas  R.  VanDagens  had 
already  drenched  his  best  suit 
in  sweat.  Ford  and  General 
Motors  were  about  to  unveil 
plans  to  team  up  with  DaimlerChrysler 
to  build  a  massive  parts-ordering  Web 
site — but  Daimler  hadn't  yet  signed  on. 
So  VanDagens  repeatedly  ran  up  and 
down  two  flights  of  stairs  between  his  of- 
fice and  the  executive  suite,  trying  to  get 
the  final  terms  approved.  A  press  confer- 
ence was  set  for  1 1  a.m.  This  was  no  time 
to  wait  for  elevators. 

At  the  last  minute  DaimlerChrysler 
joined,  and  GM  executives  proudly  staged 
a  surprise  appearance  with  the  brass  from 
their  two  biggest  rivals  to  announce  the 
joint  Web  assault.  Covisint,  as  the  venture 
later  was  named,  could  carry  the  big 
three's  entire  supply  chain,  with  up  to  half 


would  be  up  and  running  in  90  days. 

Fourteen  months  later,  nothing  has 
worked  as  smoothly,  as  quickly  or  as  prof- 
itably as  planned.  The  B2B  exchange  is 
floundering  and  has  no  hope  of  living  up 
to  its  hype.  Covisint's  search  for  a  CEO 
has  turned  into  Waiting  for  Godot.  It  is 
run  by  a  troika  of  co-chiefs,  one  from 
each  founding  automaker.  Three  people 
have  turned  down  the  top  job,  and  a 
fourth,  approached  last  month,  is  weigh- 
ing whether  to  take  it. 

Covisint's  owners  have  spent  a  com- 
bined $  1 70  million  on  their  fat  company, 
including  a  $50  million  feeding  frenzy  by 
a  pack  of  consulting  firms.  The  site  now 
burns  through  $12  million  a  month.  Part- 
ners expect  to  spend  up  to  $350  million 
before  Covisint  breaks  even,  which  they 
hope  will  be  before  the  end  of  2002.  And 
for  all  that  cash  Covisint  last  year  han- 
dled less  than  1%  of  the  carmakers'  pur- 


Harder 


a  trillion  dollars  in  annual  purchases 
from  8,000  suppliers  coursing  through 
its  electronic  veins.  In  an  industry  that 
struggles  to  save  pennies  by  leaving  a  car's 
ashtrays  unpainted,  Web  buying  and  on- 
line supply  chain  management  promises 
to  save  $1,500  to  $3,600  per  vehicle.  Even 
a  2%  savings  would  add  $  1 .6  billion  in 
profits  each  for  Ford,  GM  and  Daimler- 
Chrysler, which  had  combined  net  in- 
come of  $13  billion  last  year. 

No  Web  site  anywhere  had  ever  tried 
to  harness  such  huge  scale.  For  Detroit 
the  new  company  was  a  chance  to  give  a 
digital  pulse  to  three  stalwarts  of  the  Old 
Economy — and  land  a  gazillion-dollar 
dot-com  valuation  just  when  B2Bs  were 
hot.  In  the  debut  press  release  GM  exec- 
utive Harold  R.  Kutner  hailed  it  as  "the 
largest  Internet  business  ever  created. 
Nobody  will  be  better.  Nobody  will  be 
faster.  Nobody  will  offer  more  to  every- 
one involved."  Insiders  predicted  the  site 


than 


chases.  This  year  it  aims  for  30%,  ofi 
billion,  a  nearly  impossible  goal. 

Now  even  Covisint's  biggest  sti 
holders  are  getting  impatient.  "If  i 
don't  find  a  CEO  and  they  don't  s 
firmer  footing,  they're  in  trouble," 
Ford  Chief  Jacques  Nasser,  who  qui 
adds:  "I've  got  great  confidence  in 
long-term  future  of  Covisint." 

The  B2B  will  likely  transform  the 
the  auto  industry  does  business,  but 
the  next  decade,  not  overnight.  Covis 
struggles  to  build  a  new  kind  of  busii 
navigate  among  enemies  and  tame 
technology  teach  hard-knocks  lesson 
companies  trying  to  harness  the  V 
"The  world  completely  underestim. 
how  difficult  it  is  to  do  an  exchange," 
one  of  Covisint's  co-chief  executives,, 
rico  Digirolamo  of  GM. 

The  automakers  persevere  bec« 
the  potential  gains  are  riveting.  A  car 
5,000  parts  on  average,  and  the  autc 
dustry  has  one  of  the  world's  most  a 
plex  and  antediluvian  supply  chain 
car  giant  processes  1  million  invoic 
year,  at  $150  apiece.  Covisint  cuts  th; 
$15  apiece.  Executives  fantasize  abo 
day  when  they  can  build  a  car  to  or 
just  like  Dell  builds  computers.  Invert 
savings  alone  would  be  massive.  On 
given  day  GM  has  $25  billion  on  the  si 
It  could  cut  that  in  half  by  2005  if  it  ki 
which  cars  customers  really  wanted. 

Still,  in  some  ways  it  is  remarks 
that  Covisint  has  survived  this  lonj 
was  created  for  the  wrong  reason- 
much  to  cash  in  on  a  dot-com  stock 
as  to  overhaul  parts-buying.  It  was  b 
to  a  dysfunctional  family  of  three  pan 
given  to  fierce  infighting.  Its  technol 
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Despite  its  promise,  an  auto  B2B  struggle 
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Internet  business 
ever  created.  Nobody 
will  be  better.  No- 
body will  be  faster." 


ArvinMeritor's  Jake  Jones  (left)  and 
Bob  Brennan  watch  as  smaller  parts- 
makers  bid  at  a  Covisint-run  auction. 


PHOTOGRAPHS  BY 

MARC  ASNIN  /  SABA  FOR  FORBES 


FORBES"  April  16,  2001  189 


COVISINT 


comes  from  two  companies  with  a  poi- 
sonous rivalry,  Oracle  and  Commerce 
One.  Auto  suppliers,  its  would-be  cus- 
tomers, view  Covisint  as  a  transparent  at- 
tempt to  divert  their  profits  to  carmak- 
ers, forcing  Covisint  to  resort  to 
discounting  and  arm-twisting  to  bring 
them  on  board.  Even  Covisint's  mission  is 
split:  It  must  be  both  a  cooperative  cost- 
cutting  tool  and,  eventually,  a  profitable, 
stand-alone  company. 

Covisint's  genesis  came  during  the  fall 
of  1999  when  dot-coms  were  hot  GM  was 
working  on  its  own  B2B,  GM  TradeX- 
change.  It  had  hoped  to  use  Oracle's  tech- 
nology but  demanded  a  sweetener:  a  5% 
stake  in  Oracle.  Oracle  balked,  so  GM 
signed  up  Commerce  One,  a  Web  firm 
willing  to  cede  GM  a  20%  stake,  worth 
$824  million  at  the  time.  Once  spurned, 
Oracle  offered  Ford  the  deal  it  had  fash- 
ioned for  GM.  To  beat  its  crosstown  rival, 
Ford  agreed,  rushing  out  a  press  release 
on  its  new  B2B,  AutoXchange,  on  Nov.  2, 
1999.  Fuming  at  being  upstaged,  GM  an- 
nounced its  GM  TradeXchange  three 
hours  later.  For  the  next  couple  of  months 


GM  refused  to  buy  anything  from  Oracle. 

Two  months  later  two  GM  strategists, 
Alan  Turfe  and  Raymond  Pollard,  made 
a  fateful  phone  call  to  their  boss,  GM's 
Kutner:  Had  he  thought  of  linking  arms 
with  Ford  to  form  a  monster  B2B?  "Are 
you  crazy?"  Kutner  asked.  Two  hours  later 
he  called  them  back  to  map  it  out.  He 
wanted  an  efficiency  machine  with  pur- 
chase orders,  invoices,  requests  for  bids 
and  3-D  design  tools,  all  online.  Another 
upside:  "The  value  of  an  IPO  of  two  ver- 
sus one  was  better,"  says  Kutner. 

He  soon  met  with  a  counterpart  at 
Ford.  Kutner,  60,  a  blustery  Detroit  vet- 
eran known  for  strong-arm  tactics  and 
salty  language,  and  Brian  Kelley,  40,  a 
boyish  outsider  whom  Ford  hired  from 
General  Electric  just  two  years  earlier, 
hit  it  off. 

By  early  February  2000  Ford  and  GM 
began  holding  secret  meetings  cloaked  in 
all  the  power  and  swagger  of  Detroit. 
About  20  people — car  guys,  tech-heads 
and  investment  bankers — holed  up  in 
conference  rooms  at  the  Ritz-Carlton. 
They  wore  cryptic  name  tags:  GM  execu- 


th. 


tives  were  with  "Galaxy,"  Ford  tags  re 
"Fireball."  Commerce  One  was  "Com< 
and  Oracle  was  "Orion."  They  had  su 
high  expectations  that  they  code-nam 
the  new  outfit  "Excalibur." 

Ford  and  GM  didn't  trust  each  o 
So  Ford  privately  approached  Daiml 
Chrysler  to  suggest  teaming  up  online 
without  revealing  the  Ford-GM  plans,  ai 
without  telling  GM  about  the  overtu 
GM  made  an  approach  of  its  own 
DaimlerChrysler,  similarly  hiding  t 
GM-Ford  alliance  plans  and  not  letti 
Ford  know  about  the  overture.  Daimk 
Chrysler,  ever  discreet,  didn't  tell  eith 
suitor.  Daimler  purchasing  chief  Gary 
Valade  says  being  the  swing  vote  "gave 
the  most  bargaining  power." 

As  they  raced  to  come  to  terms,  u 
wise  compromises  emerged.  GM  didi 
want  to  ditch  Commerce  One  as  a  tec 
nology  provider  because  its  20%  sta 
would  take  a  hit.  Ford  didn't  want  to  wa 
away  from  Oracle.  So  the  car  compani 
elected  to  use  both  vendors — never  mil 
that  they  hate  each  other.  "Asking  us 
work  with  Oracle  is  like  asking  go 


Laptops  make  auctions  look  easy.  Behind  the  scenes  they're  complex 


ArvinMeritor's  Deborah  Burton,  project  manager  for  procurement,  follows  the  proceedings  at  a  recent  auction. 
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'  WE  DIDN'T  JUST  JUMP  ON  THE 
sIFRASTRUCTURE  BANDWAGON. 

WE  BUILT  IT 


ime  to  set  the  record  straight.  Long  before  our  competitors  even  added  the  word 
astructure"  to  their  vocabulary,  we  were  busy  creating  it.  Since  we  first  launched 
:enter*  it  has  become  the  de  facto  global  standard  for  managing  eBusiness 
structure.  But  we  didn't  stop  there-we're  also  the  world  leader  in  security  and  storage 
/are.  Every  day,  our  software  handles  over  180  million  transactions,  protects  $50  billion 
re  transfers  and  stores  40  million  security  exchanges.  Expertise  doesn't  happen 
light.  It's  taken  25  years  of  hard  work  and  leadership  to  get  to  be  the  best.  So 
i  we  say  you  can  trust  every  one  of  our  18,000  employees  around  the  world  to  deliver 
oftware  and  service  that  your  eBusiness'  success  depends  on,  we  really  mean  it. 


Computer  Associates1 


.0  TOMORROW     WE  ARE  COMPUTER  ASSOCIATES     THE  SOFTWARE  THAT  MANAGES  eBUSINESS 


ca.com 


fl  Computer  Associates  International,  Inc.  (CA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respective  companies. 


A  troska  of 

bosses  runs 
Covisint— one  from 
each  of  the  big  three. 


COVISINT 


Christian  California  guys  to  work  with 
the  ayatollah,"  says  Commerce  One's 
chief  strategist,  Chuck  J.  Donchess. 

Melding  the  system  from  both  of 
them  was  painful.  Commerce  One 
pushed  its  forte:  online  auctions  and  cat- 
alog-ordering. Oracle,  stronger  in  data- 
base design,  lobbied  for  broad  capabili- 
ties in  collaborative  engineering  and 
supply-chain  management.  To  mediate, 
Covisint  wanted  to  bring  in  more  con- 
sultants. It  already  had  hired  Boston 
Consulting  Group.  Ford  had  brought 
along  Cap  Gemini  Ernst  &  Young.  GM 
used  PricewaterhouseCoopers,  and  there 
were  a  handful  of  geeky  code-crunching 
shops,  too.  But  this  Solomonic  assign- 
ment was  so  perilous  that  some  firms 
turned  it  down. 

Two  weeks  before  the  three-way  ex- 
change was  announced,  DiamondClus- 
ter  International  of  Chicago  took  on  the 
thankless  task  of  divvying  up  duties  be- 
tween Oracle  and  Commerce  One.  And 
by  May  the  firm  was  so  frustrated  by  the 
fractious  structure  of  Covisint  that  it 
pretty  much  fired  the  client. 

DiamondCluster's  North  American 
president,  Adam  Gutstein,  issued  a 
May  1  letter  to  the  exchange's  leaders 
and  auto  company  overseers,  saying  Co- 
visint "is  being  managed  by  an  unusu- 
ally large  and  a  potentially  impossible, 
complex  number  of  organizations."  He 
said  "too  many"  decisions  weren't  being 
viewed  through  "an  unbiased  lens,  but 
are  rather  the  result  of  complex  political 
and  economic  maneuverings."  To  sim- 
plify the  environment,  he  wrote,  Dia- 
mondCluster  would  step  aside.  Dia- 


The  Big  Reach 


Carmakers  and  suppliers  buy  a  half-trillion  dollars  of 

parts  annually— potentially  dwarfing  other  B2Bs. 

COVISINT  OWNERS 

Stake 

Annual  purchasing 
($bil) 

General  Motors 

30.66% 

S861 

Ford  Motor 

30.66 

85 

DaimierChrysier 

30.66 

80 

Renault/Nissan 

4.00 

50 

Oracle 

2.00 

NA 

Commerce  One 

2.00 

NA 

Industry's  8,000  largest  suppliers 

NA 

325 

Potential  Covisint  market 

626 

Peugeot,  which  spends  $22  billion  a  year,  is  expected  to  join  Covisint  with  a  2% 
stake.  'GM's  alliance  partners  spend  an  additional  $35  billion  each  year.  NA:  Not 
applicable.  Sources:  Covisint;  Deutsche  Bank;Original  Equipment  Supplier  Assn. 


DaimlerChrysler's  Peter  Weiss  (left)  GM's 
Enrico  Digirolamo  and  Ford's  Alice  Miles. 


mond  got  no  argument  from  Covisint. 

In  retrospect,  the  binge  of  consultant 
contracts  was  "an  expensive  way  to  staff  it 
upfront,  and  we'd  never  do  it  again,"  says 
Ford's  Kelley.  "It  is  easy  to  look  back  and 
say  we  made  some  big  mistakes  at  the 
start  that  we  wouldn't  repeat." 

Covisint  even  hired  a 
consultant  to  oversee  all 
the  consultants.  It  turned 
to  Thomas  P.  Colberg,  the 
automotive  e-business 
partner  at  Pricewater- 
houseCoopers. He  signed 
on  to  run  things  for  a  12- 
week  assignment.  In- 
stead, he  found  himself  in 
Detroit  for  seven  months, 
flying  home  to  Chicago 
every  weekend.  Mean- 
while, chief  executive  of- 
fers were  spurned  by  for- 


mer Oracle  president  Raymond  Lane 
others.  Last  fall  Colberg  left,  handing 
visint  back  to  the  big  three's  co-chief 
ecutive  trio. 

The  leadership  search  was  hampe 
by  the  Federal  Trade  Commission,  wr 
spent  seven  months  investigating 
visint's  antitrust  implications.  As  the 
view  dragged  on,  one  serious  candic 
stayed  put  because  of  the  uncertaint) 

The  FTC  finally  cleared  the  deal 
September.  The  review  added  $35  mil 
to  Covisint's  expenses,  but  it  cost  Det 
much  more.  During  the  investigation 
dot-com  bubble  burst,  and  any  shot 
fast,  easy  IPO  disappeared.  "It  was 
heartening  that  the  inquiry  took  so  loi 
says  Alan  Turfe,  who  left  GM  to  run 
other  B2B,  MetalSpectrum.  "Had  t 
IPO'ed  this  tiling,  they  probably  woult 
had  a  market  cap  north  of  $50  billi 
making  Covisint  as  valuable  as  GM. 
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With  Web-stock  euphoria  long  gone, 
Covisint  had  to  content  itself  with  the 
digital  drudgery  of  trying  to  make  the 
technology  work.  First  up:  building  soft- 
ware on- ramps  to  the  backshops  at  scores 
of  sites  for  GM,  Ford  and  Daimler- 
Chrysler.  The  first  GM  on-ramp  took 
three  months  of  work  by  half  a  dozen 
programmers.  After  that,  a  team  of  three 
took  30  days  to  build  each  of  the  next  36 


needed  for  GM  alone.  Fourteen  months 
after  Covisint  was  formed,  Daimler- 
Chrysler's  on-ramps  are  finished,  GM's 
are  nearly  there  and  Ford's  will  be  built  by 
May,  says  Covisint's  chief  technology  of- 
ficer, Kevin  Vasconi. 

Similarly,  putting  each  parts  catalog 
online  takes  30  to  120  days  of  program- 
ming. Covisint  has  put  up  250  catalogs 
listing  2.5  million  items  for  sale.  It  will 
have  3,000  up  by  the  end  of  this  year,  with 
thousands  left  to  go.  Covisint  says  800  of 
the  8,000  car  suppliers  have  registered  to 
use  the  exchange,  and  many  will  need  at 
least  simple  on-ramps. 

The  suppliers  have  been  recalcitrant 
partners.  They  fear  the  auto  companies 
will  use  online  auctions  to  whittle  away 
their  profits  or  learn  their  secrets.  Many  of 
them  continue  to  use  online  auctioneer 
FreeMarkets,  giving  it  enough  business  to 
ensure  Covisint  will  have  a  competitor. 

Suppliers  might  be  more  enthusiastic 
if  they,  too,  held  equity  in  Covisint,  but 
the  big  three  ruled  that  out — against  the 
advice  of  some  of  their  consultants.  The 
suppliers  studied  forming  their  own  ex- 
change, but  dropped  the  idea  after  GM's 
Kutner,  who  controls  $86  billion  in 
spending,  told  them  to  get  onboard  or 
lose  billions  in  GM  business. 

"They  bullied  everybody  into  joining, 
but  they  haven't  provided  a  thing,"  grum- 
bles one  supplier  chief  exec.  More  ven- 
dors are  expected  to  join  up  soon,  since 
they  don't  have  much  choice.  Says  the 
ever-blunt  Kutner:  "If  they  want  to  sell  to 
me,  they  have  to  connect."  To  entice 
them,  Covisint  named  five  suppliers  to  its 
board  in  January.  It  also  has  agreed  to  pay 


them  volume-based  rebates,  although  it 
had  to  give  the  same  deal  to  automakers. 

Some  prospective  customers  com- 
plain they  can't  get  a  definitive  answer  on 
what  Covisint  charges.  Covisint  says  it 
charges  1%  of  the  final  price  of  an  order 
bought  online  in  a  reverse  auction  (in 
which,  say,  a  carmaker  posts  a  request  for 
bids  to  build  its  windshield  wipers),  with 
a  cap  of  $40,000.  If  a  company  puts  an 


item  out  for  bid  at  a  seller  auction — say, 
a  used  stamping  press — Covisint  takes  a 
4%  cut  with  no  cap. 

The  vagueness  reigns  because  Covi- 
sint is  a  work  in  progress.  Auctions  and 
catalog  orders  now  account  for  90%  of 
Covisint's  business  because  those  are  the 
easiest  to  offer.  Even  getting  those  started 
was  expensive:  In  December  Covisint 
spent  $100,000  per  auction  by  sending 
consultants  to  bring  suppliers  up  to  speed 
on  how  to  use  its  services.  The  cost  has 
since  come  down.  Still,  "procurement 
may  be  free  two  years  from  now,"  says 
Ford's  Kelley,  a  mere  giveaway  to  entice 
customers  to  spend  on  other  features.  In 
the  future  Covisint  aims  to  emphasize  its 
online  supply  chain  management  and  au- 
tomated back-office  services. 

Covisint's  first  year  was  tougher  than 


anyone  expected.  It  blew  past  its  first-ya 
budget  of  $89  million  and  has  spent  $lj 
million  so  far.  The  second  year  won't  j 
much  easier.  Most  of  its  goals  seem  m 
possibly  grand:  The  business  plan  ca 
for  $186  million  in  revenue  this  year,  a 
in  February  it  pulled  in  just  $1  millioj 
Ford,  GM  and  DaimlerChrysler  mai 
only  $1.5  billion  in  purchases  throuj 
Covisint  in  2000,  but  claim  they  can  V 
$75  billion  this  year,  making  it  the  mo 
commerce  ever  done  on  any  Web  site. 

One  reason  Covisint  has  cost  so  mui 
is  that  it  can  handle  that  volume.  "So 
enty-five  billion  dollars  doesn't  scare  mi 
says  Vasconi,  who  insists  he  has  the  sy 
terns  in  place  to  scale  up  quickly.  "We  a 
unique  and  fortunate  that  our  pare) 
companies  gave  us  a  way  of  investing 
large  amount  of  money  in  infrastructu 
before  the  demand  was  there." 

The  automakers'  brute  financial  for 
may  ensure  that  Covisint  succeeds-! 


eventually.  They  say  they  will  continue 
plow  in  millions  even  if  the  economy  fal 
into  a  recession,  for  the  efficiencies  4 
too  compelling  to  retreat.  Last  year  U 
worker  at  a  GM  factory  needed  to  ord 
more  screws,  he  had  to  fill  out  Form  221 
and  send  it  to  a  clerk  to  enter  into  a  corj 
puter,  triggering  a  purchase  order.  Th 
would  be  faxed,  mailed  or  zapped  to 
supplier,  triggering  more  paperwork.  C 
Covisint  it  takes  an  instant;  soon  it  vw 
be  as  easy  as  ordering  a  book  from  Am 
zon.  The  cost:  $  1 5  per  invoice,  down  90 
from  the  old  method. 

As  Covisint  enters  its  second  year  wi 
no  boss,  it  still  looks  great — on  papt 
mainly.  DaimlerChrysler's  purchasil 
head,  Valade,  puts  it  best:  "This  thing; 
going  to  work.  We  know  it  is  going 
work.  We've  just  got  to  get  it  going." 


The  future  of  wheeling  and  dealing  on 

multimillion-dollar  contracts  looks  like  this. 


At  an  ArvinMeritor  auction  run  by  Covisint,  executives  and  buyers  gather  to  watch 
as  suppliers  bid  online  to  sell  parts  to  ArvinMeritor.  Prices  drop  by  the  minute. 
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minion  pints  a  day 
lake  them  both  more 


fficient. 


I  lot  of  juice  to  brew  1.1  million  pints  of  beer.  And  that's  how 
Its  Mr.  Tanaka  and  Mr.  Sato,  or  rather  their  companies  (the 
s  iwery  and  the  Sapporo  brewery),  produce  every  day.  So  it's 
surprising  that  when  we  showed  them  a  way  of  generating 
f  at  was  environmentally  clean,  totally  dependable  and  far 
; ! i c i e n t  than  buying  from  the  Japanese  Grid,  they  decided  to 
ITC's  International  Fuel  Cells  unit  is  the  first  company  in 
id  to  commercially  produce  hydrogen  powered  fuel  cells. 
1 1 'ship  with  Toshiba,  IFC  devised  and  installed  systems  for  both 
Lthat  produce  virtually  pollution-free  electricity.  IFC  even 
)  vay  to  run  the  fuel  cells  on  methane  produced  by  leftovers 
i  Deer  barrels.  So  now,  Mr.  Tanaka  and  Mr.  Sato  generate  every 
:  power  they  need  from  stuff  they  used  to  put  in  the  trash. 
■  he  kind  of  efficiency  we  think  is  well  worth  drinking  to.  Cheers. 


%  United 
Technologies 
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www.utc.com  NYSE:utx 
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lnsighlsJfy  PeteLHuber 


I'm  Buying  Tech  Stocks 


■ SIGNED  UP  FOR  MCI  MAIL  IN  THE  MID-1980S,  SOON 
after  it  was  rolled  out.  For  us  pioneers,  MCI  offered  to 
print  out  our  e-mails  near  their  destination,  and  hand 
them  off  to  the  post  office  for  final  delivery  to  the  un- 
wired  masses.  Today,  of  course,  e-mail  is  a  ubiquitous, 
must-have  application,  that  sells  countless  billions  of  dollars 
worth  of  PCs,  Web  appliances  and  handhelds. 

Most  of  the  growth  in  digital  markets  has  come  in  sud- 
den, convulsive  spasms,  with  periods  of  relative  calm  in  be- 
tween. Each  successive  stage  of  eye-popping  growth  requires 
years  of  incubation,  during  which  hardware  and  software  ac- 
cumulate and  networks  form. 
Then  some  critical  mass  is  fi- 
nally reached,  a  chain  reaction 
begins,  and  the  product  or 
service  makes  an  abrupt  tran- 
sition from  techno-curiosity 
to  mass-market  necessity.  Wall 
Street  overreacts  to  the  quiet 
interludes  just  as  much  as  it 
overreacts  to  the  crescendos. 
While  the  technologists  calmly 
play  their  way  through  the 
never-ending  symphony,  the 
momentum  traders  swing 
from  euphoria  to  despair,  and 
then — count  on  it — back  to 
euphoria  once  again. 

Microprocessors  good 
enough  to  power  PCs  emerged  in  the  1970s.  Wall  Street  hardly 
noticed  until  enough  hardware  and  software  had  trickled  into 
the  market  to  attract  the  attention  of  IBM.  Then,  in  short 
order,  every  office  worker  with  a  desk  needed  a  machine  to 
run  the  spreadsheet  or  word  processor,  and  there  followed  the 
industry's  first  great  boom.  The  PC  conquered  the  desktop. 
Microprocessors  got  cheap,  and  spread  into  microwave  ovens 
and  the  dashboards  of  cars.  PC-grade  technology  was  now 
commonplace  and  boring.  By  the  early  1990s,  serious  ob- 
servers were  declaring  that  the  PC  market  was  "saturated." 
We'd  bought  all  the  digital  desktop  we  could  use. 

But  not  all  the  digital  network.  The  early  PCs  were  built  to 
stand  alone;  indeed,  their  main  claim  to  fame  was  what  they 
didn't  need,  connection  to  an  obsolete  mainframe  some- 
where behind  the  wall.  In  my  MCI  Mail  days,  I  wasted  endless, 
frustrating  hours  tweaking  modems  to  set  up  even  the  sim- 


The  Web  business 
looks  saturated. 
We've  bought  all 

• 

we  can  use. 
Nonsense.  The 
industry  will  sell 
more  in  the  next 
10  years  than  it 
sold  in  the  last  30. 


plest  machine-to-machi 
connections.  But  by  the  mi 
1990s,  the  hardware  and  sq 
ware  of  the  PC  had  finally  ^ 
vanced  enough,  and 
themselves  had  become  abi] 
dant  enough,  for  the  ni 
tsunami  to  form.  It  swept  u$ 
where  we  are  now — blase  usi 
jjffiltek.  of  a  huge  infrastructure 
$M  Web  servers,  linked  via  a  re 

tively  low-speed  network  thg 
good  enough  for  e-mail  and  graphical  pages.  The  technolq 
is  now  spilling  out  of  the  PC  into  cheap  digital  appliances.  H 
Web  business  looks  saturated,  its  technology  now  looks  di 
We've  bought  all  we  can  use. 

Nonsense.  The  next  great  surge  in  the  market  will  I 
propelled  by  streaming  audio,  followed  quickly  by  streamii 
video.  These  services  are  now  at  the  MCI  Mail  stage  of  thini 
But  the  Napster  generation  is  already  addicted  to  them,  a| 
the  rest  of  us  will  follow  soon  enough.  Everything  we  q 
rently  call  radio  and  television  is  going  to  migrate  to  t 
Web's  digital  platform,  because  that  platform  offers 
richer  capabilities  and  far  more  choice. 

Nothing  much  will  happen  until  some  critical  massi 
users  assembles.  Then  everything  will  happen  fast.  We  c 
track  the  new  crowd  as  it  forms.  Streaming  audio  and  vid 
require  broadband  connections  to  the  Web.  About  6  millii 
Americans  have  such  connections  today,  and  their  ranks  % 
growing  fast.  Judging  from  past  experience  with  PCs,  a 
phones,  e-mail  and  today's  graphical  Web,  it  takes  about 
million  to  reach  the  tipping  point,  setting  off  a  shoulder-1 
shoulder  stampede  of  consumers  and  investors.  The  criti< 
mass  of  broadband  subscribers  will  be  in  place  some  til 
before  the  end  of  2003.  The  transition  from  20  million 
100  million  v  ill  then  occur  before  2010. 

Which  means  the  industry  will  sell  more  hardware  ai 
service  in  the  next  10  years  than  it  sold  in  the  last  30 — mo 
microprocessors,  audio  cards,  graphics  chips,  disk  drhl 
flat-panel  screens,  digital  radios,  broadband  hardware  ai 
fiber-optic  glass;  more  browsers,  viewers  and  players;  mo 
subscriptions  to  online  audio  books,  music,  movies,  so 
operas,  college  lectures. 

Picking  individual  winners  off  the  ticker  is  harder  th. 
describing  broad  trends.  Suffice  it  to  say  that  I'm  buying. 


Peter  Huber,  a  Manhattan  Institute  senior  fellow,  is  the  author  o/Hard  Green:  Saving  the  Environment  from 
the  Environmentalists  and  the  Digital  Power  Report.  Find  past  columns  at  www.forbes.com/huber  or  use 
your  -.CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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nspiration 


curiosity 

achievement 

creativity 


Stimulating  children's  minds  is  the  great  gift  of  educational 
programming,  which  is  why  the  Northwestern  Mutual  Foundation 
is  proud  to  sponsor  NOVA. 

Northwestern  Mutual 


QNOVA 


Are  you  there  yet? 


www.northwesternmutual.com 


Every 
company  wants 
a  hot  product  in  the 
hands  of  ecstatic 
consumers  who  spread 
the  gospel.  But  watch 
out  for  that  lunatic 
fringe. 


ran 


THE  SUN  BEAMS  DOWN  ON  A  TINY 
glen  in  Pennsylvania's  Pocono  Moun- 
tains— a  radiant  afternoon  for  an  out- 
door wedding.  A  light  breeze  stirs  as  the 
Reverend  lames  S.  Massie  Jr.  looks  out 
over  250  love-struck  people  assembled  for  a  mass 
ceremony.  After  reading  the  vows,  Massie,  an  Epis- 
copal priest,  takes  a  deep  breath  and  leans  toward 
the  microphone:  "By  the  power  vested  in  me,  I 
pronounce  that  you  are  ...  car  and  driver." 

Strange,  but  true.  A  bunch  of  people  have  just 
married  their  Mazda  Miatas. 
These  people  live  for  the 
$21,000  roadster,  and  Massie  eggs  them  on.  When 
he's  not  praising  the  Lord,  he's  whipping  around 
the  roads  near  his  home  in  Olcott,  N.Y.  in  his 
white  1996  Miata,  the  Hallelujah  chorus  blaring 
over  his  CD  player.  "It's  not  just  harmless  fun," 
confides  Massie,  58.  "It's  a  spiritual  endeavor." 

Maybe  it  is.  Peter  Warrick,  the  53-year-old 
president  of  an  advertising  shop  in  Fort  Laud- 
erdale, Fla.,  owns  28  Miatas  and  credits  his  pas- 


BY  MELANIE  WELLS 


sion  with  keeping  him  alive  after  a  heart  attack 
1994.  "People  own  these  brands,"  says  lam 
Twitchell,  who  teaches  advertising  at  the  Unive 
sity  of  Florida  at  Gainesville,  "just  as  we  used 
own  knucklebones  of  saints." 

People  used  to  make  pilgrimages  to  shrim 
Now,  as  many  as  85,000  Apple  Computer  fai 
make  a  pilgrimage  to  the  MacWorld  expo,  the  a 
nual  four-day  event  at  San  Francisco's  Moscoi 
Center.  It's  a  chance  to  check  out  the  latest  devic 
and  products  and,  more  important,  to  "touc 
Steve  Jobs — even  if  only  1 
viewing  him  on  a  giai 
screen — the  man  who  democratized  technolo; 
by  putting  computing  power  in  the  hands  of  c 
dinary  people.  Geeks,  musicians  and  artists  pa< 
the  hangar-like  ballroom  for  the  highlight  of  tl 
show,  Jobs'  speech,  and  cheer  his  every  word. 

If  you  doubt  the  existence  of  cult  brands  th 
stir  strange  passions,  watch  for  an  opening  of 
new  Krispy  Kreme  store — and  the  throngs  of  pet 
pie,  some  camping  out  overnight,  queuing  up  f 
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licita.  ►  When  he's  not  praising  God,  the  Reverend  James  S.  Massie  Jr.  is  worshipping  his  roadster. 
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Krispy  Kreme  ►  Scott  Livengood  needs  to 
expand,  but  fears  alienating  his  most  devout  doughnut  fans. 

that  first  bite  of  a  soft,  sugary  doughnut.  Or  attend  the  Napa 
Valley  Wine  Auction.  Last  year  one  participant  bid  $500,000 
for  a  1992  bottle  of  Screaming  Eagle,  an  obscure  California 
label.  What,  besides  cult-like  devotion,  accounts  for  the  appeal 
of  shoe  designer  Manolo  Blahnik,  whose  creations  sell  for  as 
much  as  $3,400  a  pair?  "Once  you  get  addicted,  it's  hard  to  buy 
anything  else,"  says  Kim  Kassel,  a  former  New  York  fashion 
publicist  who  owns  more  than  100  pairs  of  Blahnik  shoes.  Blah- 
nik, 58,  sounds  a  bit  mystified.  "Sometimes,"  he  says,  "I'm  not 
able  to  understand  all  this  madness  and  love." 


Love  and  madness — any  marketer's  dream  a 
nightmare.  A  cult  brand  seizes  the  imagination  c 
small  group  who  spread  the  word,  make  converts,  h 
turn  a  fringe  product  into  a  mainstream  name.  Kri 
'Kreme  spends  less  than  1  %  of  revenues  on  advertisii 
Still,  sales  more  than  doubled  between  1997  and  201 
But  fanaticism  can  be  dangerous.  The  most  id 
fans  can  hijack  a  brand  and  make  serious  trouble 
a  company.  "As  good  as  those  groups  can  be,  they  c 
take  control  and  doom  a  brand,"  says  Douglas  Atk 
partner  at  ad  agency  Merkley  Newman  Harty  in 
hattan  and  author  of  the  upcoming  Cults  and  Brati 
Consider  the  fate  of  Tommy  Hilfiger,  which  is  reori 
nizing  after  sales  plummeted  last  year.  The  same  h| 
hop  crowd  that  made  the  clothes  famous  eventua 
helped  to  sink  the  brand,  after  white  suburban  kids 
once  drawn  to  the  style  in  large  numbers — decic 
they'd  had  enough  of  the  gangsta  look. 

A  cult  brand  is  not  to  be  confused  with  a  fad.  L 
Hula  Hoops  and  Razor  scooters,  fads  take  off  liki 
rocket,  peak  and  fizzle  quickly  as  they  pass  throu 
relatively  large  populations.  Saab,  for  example,  cauj 
on  with  25-  to  40-year-olds  in  the  1980s,  when  u| 
sales  in  the  U.S.  jumped  from  13,558  in  1980  to  48,2 
in  1986,  before  tumbling  to  18,784  in  1993,  when  tl 
crowd  lost  interest.  Cult  brands,  by  contrast,  usua 
start  out  small  and  build  a  steady  following,  soni 
times  over  years.  The  multilevel  sales  organizati 
Amway  (a  unit  of  Alticor)  took  decades  to  get  esta 
lished.  These  days  it's  a  $5  billion  business. 

Why  are  people  drawn  to  cult  brands?  Becaij 
they  want  to  belong  to  something,  and  if  religi 
doesn't  fill  the  role,  then  something  more  material 
tic  takes  its  place.  That  may  explain  why  diehard  Ves 
fans  meet  every  Sunday  in  Manhattan  for  brunch  a 
a  ride  on  their  funky  Italian  scooters.  Take  that  ser 
of  community  one  step  further  and  you  enter  t 
realm  of  theology.  "We  all  need  to  be  part  of  sorr 
thing  larger  than  ourselves,"  says  Robert  Jay  Lifton 
psychiatrist  and  author  of  The  Protean  Self:  Hum 
Resilience  in  an  Age  of  Fragmentation.  "If  you're  part 
say,  Harley- Davidson,  you  can  feel  that  this  moveme 
has  existed  before  you  were  born  and  will  contin 
beyond  your  finite  life  span." 

Harley-Davidson  is  the  archetypal  cult  brand.  Ti 
100-year-old  Milwaukee-based  motorcycle  maker  didn't  rea 
take  off  until  disengaged  World  War  II  veterans  came  hor 
and  took  to  the  road  on  the  powerful  macho  bikes.  The  m 
loyal  consumers  formed  an  organization  named  for  the  303 
Bombardment  Group,  aviators  who  flew  missions  in  Fran 
and  Germany — the  Hell's  Angels.  The  outlaw  group  help 
boost  the  bike's  exposure:  Its  members  were  hard  to  miss  i 
highways — and  occasionally  popped  up  in  the  news  becausej 
criminal  activity.  Still,  the  group's  bad-boy  image  resonat 
with  middle  America. 
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Today,  with  sales  of  $2.9  billion  and  a  25%  market  share  in 
|;  U.S.,  Harley  is  one  of  the  few  brands  to  have  maintained  a 
tit  status  as  it  developed  a  mass  market.  It's  the  motorcycle  of 
Is  Dice  for  otherwise  mild-mannered  corporate  executives  and 
lioolteachers  who  want  to  borrow  Harley's  hell-raising  image 
I  weekends.  "I'm  very  into  the  Harley  myth,"  says  Alvin 
ii Salle,  63,  an  electrical  contractor  from  Cathedral  City,  Calif., 
Eio  has  Harley's  trademark  wings  and  the  word  "Free"  tat- 
bed  on  his  arm.  And  it's  still  the  preferred  brand  for  Hell's 
ligels,  who  supposedly  use  the  Harley  owners'  manual  as  a 
[i)le  in  wedding  ceremonies. 

fc  Cult  status  can  sustain  a  product  even  if  it  never  catches 
|  with  the  general  public.  The  great  irony  of  Apple  Computer 
ilhat  the  very  posture  that  won  Steve  Jobs  a  cult  following — 
gating  an  exclusive  group  of  iconoclastic  techies  who  stub- 
frrnly  refused  to  bow  to  Microsoft  or  IBM — hobbled  his  com- 
Btiy.  With  computer  networks  compatibility  is  everything  and 
t  ng  out  of  the  mainstream  exacts  a  cost  from  the  users. 
\\  In  the  heyday  of  the  Apple  II,  Jobs  bestrode  a  $1  billion  en- 
prise — the  largest  desktop  computer  maker  in  the  business 
[,1982.  Over  the  next  couple  of  years  Apple  introduced  user- 
bndly  computers  with  the  Lisa — the  first  PC  with  a  mouse 
Id  a  menu  bar — and  the  Macintosh,  which  was  pitted  as  a 
hman  alternative  to  the  mechanical  juggernaut  IBM.  Apple 
batics  remember  the  company's  "1984"  commercial  that 


aired  during  that  year's  Super  Bowl,  wherein  Big  Blue  was  fea- 
tured as  Orwell's  Big  Brother. 

That  was  not  enough  to  deliver  the  critical  mass  Apple 
needed  in  its  battle  against  the  IBM-compatibles.  Ceding  the 
corporate  market  to  IBM,  Apple  went  into  decline.  Its  stock 
price  fell  from  $63  in  1983  to  $14  in  1985,  when  Jobs  was 
pushed  out.  The  triumphal  return  of  Jobs  in  1997  and  the 
launch  of  the  "Think  Different"  ad  campaign  sparked  a  re- 
vival— among  the  cult  followers.  The  cult  is  still  not  part  of 
the  mainstream.  The  Mac  fan  club  consists  of  a  minority  of 
home  users  plus  a  small  clutch  of  creative  people  in  advertis- 
ing, publishing  and  Hollywood.  Altogether  they  give  Apple  a 
teeny  6%  share  of  the  desktop  and  laptop  market. 

Linux,  the  "open-source"  PC  operating  system,  has  a  dif- 
ferent sort  of  cultism,  one  more  disposed  to  compatibility.  Not 
long  after  Linus  Torvalds,  then  an  undergraduate  at  the  Uni- 
versity of  Helsinki,  created  the  software  in  1991,  it  was  adopted 
by  influential  programmers  and  hackers.  As  Torvalds  rolled 
out  new  versions  of  Linux,  more  people  embraced  it  as  their 
own  because  they  could  tinker  with  and  customize  it.  Linux 
stood  for  more  than  free  software.  It  stood  for  freedom  from 
corporate  authority — specifically,  from  the  tyranny  of  Mi- 
crosoft. It  became,  says  Torvalds,  a  "sociological  phenomenon." 

But  it  was  less  the  posture  of  a  non- Windows  alternative 
than  the  universal  attractiveness  of  an  open  architecture  that  fi- 


larley-Davidson  ►  Weekend  bad-boys  and  -girls  help  keep  the  old  biker  cult  alive. 
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Cult  Brands 


Making  It  Big 

Not  many  cult  brands  evolve  into  national  labels. 
Herewith,  a  select  few  that  did.  —Eileen  Glanton 


Li.  BEAN 

Founded:  1912 

Early  zealots:  Ernest  Hemingway  recommends 

Bean  boots  to  his  hunting  partner  in  1928. 

Reached  the  masses:  1981 

Breakout  event:  Company  posts  largest 

annual  sales  increase  after  agreeing 

to  accept  credit  card  orders. 


WHITE  CASTLE 

Founded:  1921 
Early  zealots:  A  medical  student 
eats  nothing  but  White  Castle 
burgers  for  13  weeks  in  1930. 
Miraculously,  he  lives. 
Reached  the  masses:  1932 
Breakout  event  The  company 
publishes  coupons  offering  five 
hamburgers  for  the  price  of 
two— then  a  whopping  10  cents. 


DOC  MARTENS 

Founded:  1945 

Early  zealots:  Pete  Townshend  wears  the 
shoes  to  Woodstock  in  1969;  Elton  John 
sports  them  in  the  film  Tommy  in  1970. 
Reached  the  masses:  early  1990s 
Breakout  event:  Grunge  fashion  helps 
sales  of  the  clunky  shoes  quintuple 
from  1990  to  1994. 


PEET'S  COFFEE 


Founded:  1966 

Early  zealots:  When  founder  Alfred  Peet 
removes  the  stools  from  his  store, 
hoping  to  chase  away  hippies  in 
Berkeley,  Calif.,  the  longhairs  refuse  to 
go  away  and  simply  sit  on  the  floor. 
Reached  the  masses:  1995 
Breakout  event:  Restaurant  chain 
Au  Bon  Pain  starts  carrying  the  brew. 


NIKE 

Founded:  1972 
Early  zealots:  Olympics- 
bound  runners  entice 
cofounder  Bill  Bowerman  to 
shave  more  rubber  from  the 
shoes,  making  them  lighter. 
Reached  the  masses:  1979 
Breakout  event:  A  new 
cushioned  sole  and  a  U.S. 
running  boom  help  Nike 
ultimately  capture  50% 
market  share. 


BEN  &  JERRY'S 

Founded:  1978 

Early  zealots:  A  Time  magazine  cover  story  in  1981 
hails  Ben  &  Jerry's  as  the  best  ice  cream  in  the  world. 
Reached  the  masses:  1986 
Breakout  event:  Dreyer's  Grand  Ice  Cream  becomes 
distribution  partner,  making  Ben  &  Jerry's  available 
outside  the  northeastern  U.S.  for  the  first  time. 


THE  BLACKBERRY 

Created:  1999 

Early  zealots:  Executives  are  spotted  using  the  wireless 
devices  during  client  meetings  and  in  the  restroom. 
Reached  the  masses:  2000 
Breakout  event:  Manufacturer  RIM  starts  selling 
a  consumer  version  to  AOL's  25  million  subscribers 
and  61  million  instant-messaging  customers. 


nally  caught  on  with  the  masses.  Today,  the  Linux  operatii 
system  is  touted  in  new  ads  from  IBM,  an  event  that  wt 
unimaginable  just  a  few  years  back.  "Fanatics  were  the  orj 
marketing  we  had  until  three  years  ago,"  says  Jay  Sulzberger] 
freelance  "mathematician  in  New  York  and  longtime  Linux  cri 
sader.  "We've  had  people  who  have  given  portions  of  their  li\i 
to  Linux,  proselytizing  for  hours  and  hours  and  hours  a  we| 
like  a  second  job." 

How  do  you  create  a  cult  brand?  Usually  you  can't.  It  jil 
happens.  "I  never  really  intended  or  expected  Linux  to  becori 
the  kind  of  big  cooperative  movement  that  it  has,"  says  Tq 
valds.  But  you  can  tame  a  cult  that  arises  on  its  own. 

Adolph  Coors  did  this  particularly  well  in  the  mid- 19711 
when  Coors  beer  was  a  mere  7-million-barrel-a-year  brew  scj 
in  only  1 1  western  states.  The  fact  that  you  couldn't  get  it  in  t] 
East,  the  South  and  the  Midwest  made  it  cool  and  exceeding 
desirable,  as  many  guzzlers  remember  from  their  college  da 
then.  Even  President  Gerald  Ford  is  said  to  have  ferried  Coa 
back  from  Colorado  on  Air  Force  One  to  the  White  Houi 
Coors  slowly  expanded  distribution,  reaching  all  50  states  or 
in  1991.  Today  the  brand  has  moved  beyond  cult  status:  WT] 
$2.4  billion  in  sales,  it  is  the  nation's  third-largest  brewery. 

Contrast  that  transition  with  the  way  Quaker  Oats  overej 
ploited  Snapple.  Once  a  regional  brand  with  an  offbeat  b 
compelling  image — remember  Snapple's  commercials  wi 
Wendy,  the  unpolished  secretary? — the  botded  iced  tea  \m 
tough  to  find  west  of  the  Hudson  River.  Quaker  changed  d 
tribution  in  1994  and  introduced  a  silly  ad  campaign  that  p 
sitioned  Snapple  as  an  alternative  to  big  brands  like  Coke  aj 
Pepsi — and  turned  off  Snapple  fans.  Says  Santa  Fe,  N.M. 
keting  consultant  Michael  Markowitz,  "Quaker  diluted  t 
quirkiness."  Distributors  and  consumers  felt  cheated.  Over  tv 
years  sales  plunged  23%.  Quaker  took  a  $1.4  billion  bath 
selling  the  division  in  1997. 

Building  a  cult  brand  from  scratch  is  very  difficult.  Pel 
van  Stolk,  a  37-year-old  entrepreneur,  has  managed  it — so  f| 
In  1996  he  was  getting  scant  shelf  space  (and  a  mere  $1.8  ra 
lion  in  revenues)  for  his  Jones  Soda,  priced  less  than  $1  a  be 
tie.  So  he  stocked  his  colorful  drinks — reds,  yellows,  purpl 
greens  and  blues  in  clear  bottles — in  places  where  they'd  get  n 
ticed:  record  stores,  hair  salons,  tattoo  parlors  and  sex  sho( 
After  customers  began  asking  for  it,  convenience  stores  start 
stocking  the  soda.  Van  Stolk  keeps  demand  going  by  aski 
fans  to  send  their  photographs;  he's  plastered  hundreds  of  tto 
faces  on  his  labels.  The  chat  room  on  his  Web  site  (www.jone 
soda.com)  is  constantly  buzzing  with  kids  complaining  aba 
school  or  raving  about  the  soda.  Revenues  at  the  Seattie-basi 
company  were  $19  million  last  year. 

Jonathan  Drew,  30,  plays  hard  to  get  with  his  Acid  cig 
brand.  The  stogies  are  produced  in  Nicaragua,  flavored  wi 
wine,  oil  and  herbs  and  packed  in  boxes  with  graffiti-like  1 
bels — and  sold  only  in  500  stores  across  the  country  and  on  f 
Web  site  (www.drewestate.com)  of  Brooklyn-based  Drew  E 
tate.  "The  day  I  go  mass  market,  I'm  out  of  business,"  says  Dre 
who  founded  the  company  in  1995  with  Marvin  Samel,  2 
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I'lCid  Cigars  ►Jonathan  Drew  and  Mai 

Tien  people  are  in  a  store  they'll  buy  a  $150  box  because 
by  don't  know  if  they  will  see  one  again  for  another  three 
nnths."  Drew  landed  $1.7  million  in  revenue  last  year,  up 
Mm  $200,000  in  1998. 

i  j  Vintner  Jean  Phillips  has  a  permit  that  lets  her  make  8,000 
(i|ss  of  wine  at  Screaming  Eagle  vineyard  in  California's  Napa 
I  ley.  She  plans  to  produce  no  more  than  500  cases,  which  al- 
i  jst  guarantees  that  her  cabernet  will  remain  one  of  the  most 
i  ;ght-after  wines  in  America.  Her  1998  cabernet  will  be  ready 
I  iDctober  at  a  minimum  of  $125  a  bottle,  but  you  can't  have 
s  '  unless  you  are  already  a  customer.  Her  mailing  list  is  closed, 
i  II I  do  is  say  no'  as  politely  as  I  can,"  says  Phillips,  55.  "These 
£  people  who  can  have  anything;  the  reason  they  want  this  is, 


in  Samel  make  their  flavored  stogies  tough  to  find. 

number  one,  it's  limited." 

But  manipulating  supply  can  backfire.  Ty  Inc.  decided  to 
deal  with  waning  interest  in  Beanie  Babies  in  1999  by  an- 
nouncing it  would  retire  its  line  of  collectible  bean-bag  crea- 
tures. Predictably,  people  rushed  out  to  buy  everything  they 
could  find.  But  two  weeks  later  Ty  Warner,  owner  of  the  Oak 
Brook,  111. -based  company,  said  he  had  reconsidered  his  deci- 
sion to  discontinue  the  line.  Consumers  knew  they  had  been 
duped — and  the  craze  cooled  soon  after. 

Nike's  limited  release  of  the  Jordan  XI  Retro  sneaker  last 
month  created  near-riots  in  some  cities.  At  one  mall  in  Sacra- 
mento 28  sheriff  s  deputies  dressed  in  riot  gear  were  called  in 
to  control  a  stampede  of  people  demanding  the  new  gray  ver- 
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■ 


Owners  Group,  an  organization  th|  \ 
provides  all  kinds  of  occasions  for  ri|  fl 
ers  to  get  together — which  helps  k& 
them  in  the  brand  fold.  "It  become 
barrier  to  exit,"  says  Michael  Kee 
HOG's  director. 

Still,  there  is  a  fine  line  betwe 
supporting  cult  fans  and  trying  to  b 
them  in.  When  American  Machine 
Foundry  bought  Harley  in  1969, 
tried  to  play  down  Harley's  renegaj 
reputation,  rolling  out  badly  designe 
smaller  bikes  to  compete  with  Japa 
ese  motorcycle  makers.  Bikers  t 
volted  and  abandoned  the  brand 
what  nearly  caused  the  compan] 
undoing.  After  new  owners  took  ov 
in  1981,  they  brought  back  monst 
bikes  and  the  zealots  followed. 

Mazda  had  hell  to  pay  when  it  i 
designed  the  cupholder  in  the  Mis 
in  1998.  Drivers  complained  so  bi 
terly  about  its  position  in  the  cent 
of  the  console  that  the  automak 
changed  it  in  a  later  model.  "Th 
people  are  psycho,"  says  Frederi 
Aikins,  Mazda's  manager  of  prodi 
communication.  Now,  when  a  moq 
fication  is  on  the  drawing  boai 
Mazda  tests  it  with  customers  fir 


Screaming  Eagle  ►  Jean  Phillips  says  no  to  wine  snobs.  ^  ^  Mia!a  ca"  pr°btly  Ter , 

<J  C  a  mass  market  brand.  Mazda  so 


sion  of  Air  Jordans.  Mall  officials  blamed  the  company  for  or- 
chestrating the  scramble. 

One  way  to  get  a  handle  on  cult-brand  followers  is  to  or- 
ganize company- sponsored  clubs  and  events.  That's  the  idea 
behind  MacWorld  and  the  regional  motivational  gatherings  at 
Amway  and  Herbalife,  which  rely  on  a  network  of  door-to- 
door  salespeople.  Harley  shrewdly  established  HOG,  the  Harley 


18,299  Miatas  last  year. 

The  critical  issue  for  growing  companies  is  learning  whi 
they  can  afford  to  cut  loose  some  of  their  core  devotees.  Kris 
Kreme  Chief  Executive  Scott  Livengood  finds  himself  in  tl 
predicament  after  racking  up  revenues  of  $301  million  in  £ 
cal  2001,  up  36.5%  from  the  previous  fiscal  year.  Does  he  ke< 
purists  happy  by  sticking  only  to  doughnuts  and  coffee — 


Playing  Hard  to  Get 

Some  products  and  services  are  so  sought-after  that  people  are  willing  to  put  up  with  a  ridiculously  long  wa 


PRODUCT/SERVICE 

PRICE 

WAITING  PERIOD 

Season  tickets  to  the  New  York  Giants  . 

$440  to  $480 

Eighteen  years 

Aston  Martin's  V12  Vanquish 

S225.0001 

Two  years 

Harley-Davidson  Softail  Deuce 

$16,000 

Six  to  18  months 

Mercedes  CLK320  Cabriolet 

$50,000 

Eight  to  12  months 

Remede  Sweet,  a  marble-based  facial  scrub 

$44 

Three  months 

Hudson  Hotel  (NYC)  penthouse 

$5,000  per  night 

Three  months 

Padron  Millennium  cigars 

$30  apiece 

Three  to  12  weeks 

Titleist  Pro  VI  golf  balls 

$54  per  dozen 

Two  weeks 

Silver  Oak  Napa  Valley  Cabernet 

$85  a  bottle 

 ■>  1 

Indefinite2 

Ultrabra  Airotic  by  Gossard 

$27> 

Indefinite 

'Converted  from  British  pounds.  "There  are  5.800  people  on  the  waiting  list. 
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iving  an  Old  Brand  New  Mystique 


^an  an  established  label  become  a 
cult  product?  It  happened  to  Hush 

0  Puppies.  The  lowly,  brushed-suede 
es  with  the  crepe  sole  were  at  a  stand- 

1  until  a  few  hipsters  in  Manhattan 
'ted  sporting  the  Wolverine  brand  in 
mid-1990s.  Suddenly,  the  has-been 
es  were  hot  among  trendsetters.  The 
es,  which  were  selling  at  the  rate  of 

000  pairs  a  year,  jumped  to  430,000 
s  in  1995.  To  be  sure,  it's  nothing  new 
jn  a  company  hires  plants  to  pitch  or 
ir  their  product— the  guy  who  just 
jly  ordered  a  Hennessy  martini  next  to 
at  the  bar  might  have  been  paid  to  do 
but  Hush  Puppies  roared  into  vogue 
lout  any  corporate  conniving. 
Conniving  just  might  work  in  some 
es.  By  studying  fringe  religious  organi- 
jons  like  Hare  Krishna,  Douglas  Atkin 
rying  to  turn  BMW  Motorcycles  into  a 

1  brand.  "If  we  understand  the  extreme 
nifestation  of  attraction  and  loyalty, 
naps  we  can  apply  that  to  elicit  cult- 
ji  loyalty  for  brands,"  says  Atkin,  45,  a 
ttner  at  Merkley  Newman  Harty,  ad 
ncy  for  Mercedes-Benz  USA,  Citigroup 
i  Forbes. 


When  the  82-year-old  unit  of  the  Ger- 
man carmaker  came  to  the  agency  in  early 
1998,  its  share  of  the  U.S.  biker  market  was 
a  dwindling  1.7%,  with  just  4,018  bikes  sold 
in  1997.  Atkin  applied  some  of  the  tricks  he 
learned  in  focus  groups  with  cult  followers. 
He  gave  BMW  an  enemy:  showboaters  who 
only  take  their  bikes  out  of  the  garage  on 
weekends.  "Some  guys  spend  all  weekend 
polishing  their  bike.  I  wash  mine,"  one  print 
ad  snarls,  with  a  photo  of  a  guy  on  a  BMW 
bike  tearing  through  a  river. 

While  most  cult  groups  have  a  charis- 
matic leader,  BMW  Motorcycles  didn't  have 
an  obvious  L.  Ron  Hubbard.  So  Merkley 
Newman  Harty  traveled  to  BMW's  head- 
quarters in  Germany  and  lucked  upon 
American  motorcycle  designer  David 
Robb,  who  was  based  there— and  now 
schmoozes  with  bikers  at  BMW  Motorcycle 
events. 

Proselytizing  is  important,  too.  Think 
of  Jehovah's  Witnesses,  who  still  go  door- 
to-door.  The  ad  agency  found  BMW  drivers 
who  could  appear  in  ads  and  pamphlets 
and  talk  about  their  experience  on  the 
road.  In  one  promotion,  they  reprinted 
parts  of  a  travel  diary— grammar  gaffes 


Seeking  the  voodoo  they  do  so  well:  Douglas  Atkin. 

and  all  — from  one  rider.  The  company 
even  had  evangelical  BMW  owners  get  up 
on  a  stage  and  deliver  testimonials  at  Day- 
tona  Bike  Week  in  Florida  last  month.  "It 
has  to  feel  like  members  are  witnessing 
and  converting,"  says  Atkin. 

Is  it  working?  BMW  Motorcycle  sold 
11,637  bikes  in  the  U.S.  last  year,  reports 
Dealernews  magazine,  an  11%  rise  over 
1999— and  almost  triple  the  number  sold 
in  1997.  -M.W. 


k<  growth  by  adding  cappuccino  and  latte,  becoming  more 
Ij  Starbucks?  "We  have  to  grow,"  says  Livengood.  "But  we 
lie  to  be  vigilant  to  make  sure  we  don't  disappoint  anyone." 
IrA  company's  worst  fear  is  that  its  brand  will  be  kidnapped 
In  fringe  group.  Harley  winces  every  time  the  Hell's  Angels 
Mite  headlines,  as  they  recently  did  when  the  group  was  linked 
jl .  string  of  murders  in  Canada.  Linux  missionaries  worry 
nut  the  negative  impact  of  some  of  its  more  lunatic  follow- 
||  not  high-profile  supporters  like  Richard  Stallman,  a  free- 
wware  leader,  who  occasionally  dons  biblical  robes  and  a 
H).  There  are  however,  extremists  who  apply  the  Linux  credo 
llfeedom  at  all  costs,  not  just  to  software  but  to  all  American 
Mitutions.  "A  lot  of  us  are  gun  nuts,"  says  mathematician 
tlsberger.  "We  may  need  them  against  the  police." 
i  Smart  brand  owners  do  their  own  policing  of  the  Web  sites 
ij  activities  of  cult  followers.  Scholastic  Inc.  looked  askance 
Hloose-cannon  site  following  its  kid-book-and-TV  series  An- 
mrphs.  It  defused  the  situation  by  hiring  the  teenager  who 
If  the  site.  Contrast  Warner  Bros.,  whose  attorneys  fired  off 
|i;atening  letters  to  renegade  Harry  Potter  Web  sites  main- 
fj  ed  by  fans,  but  backed  down  after  the  creator  of  one  site,  a 


15-year-old  British  girl,  hired  lawyers  and  alerted  the  media. 

Capitalizing  on  interest  in  a  cult  brand  can  yield  extra  div- 
idends. Dean  Kamen,  a  50-year-old  inventor  in  Manchester, 
N.H.  who  created,  among  other  tilings,  a  wheelchair  that  can 
walk  down  stairs,  has  a  cult  following  among  high  school 
techies.  He  has  shrewdly  exploited  the  frenzied  curiosity  about 
his  latest  device  to  draw  attention  to  his  pet  project,  a  robotics 
program  he  created  ten  years  ago  for  high  school  kids.  After  a 
press  leak  late  last  year  about  a  new  gadget  that  would  "change 
the  world,"  the  reclusive  engineer  clammed  up,  generating  a 
spasm  of  excitement  and  speculation  that  got  him  publicity 
on  60  Minutes  II  and  Good  Morning  America,  where  Kamen 
was  coy  about  the  new  device,  known  as  "IT."  But  in  the  last 
three  months  some  30  corporations  have  inquired  about  spon- 
soring the  high  school  robotics  program. 

What's  the  lesson  of  these  miracles  and  mishaps?  Cult 
brands  are  a  mixed  blessing.  They're  great  for  launching  a  new 
business  on  the  cheap;  everyone  wants  ardent  consumers.  But 
they  can  be  a  huge  impediment  to  growth  if  a  company  decides 
it  can't  afford  to  alienate  core  disciples.  "They'll  turn  on  a  dime," 
says  Van  Stolk  of  Jones  Soda  fans.  "I'm  always  scared."  F 
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ALL-NEW  ENVOV 

EXCEPTIONAL  COMFORT 


INTRODUCING 
THE  NEXT 

THE  ALL-NEW  GMC  ENVOV. 
GENERATION  OF  SUVs. 

a:. 

EXCEPT  1  ON ALLV 
SMOOTH  RIDE. 

BEFORE  VOU  IS  THE  FIRST  MID-SIZE  SUV  TO  USE  HVDROFORMED 
STEEL  TECHNOLOGY.  THIS  INNOVATIVE  METHOO  PLUS  BILSTEIN 
SHOCKS,  AN  ADVANCED  SUSPENSION  SYSTEM  AND  EXCLUSIVELY 
DESIGNED  MICHELIN"  TIRES  CREATE  A  PHENOMENAL  RIDE. 
VIRTUALLY  FREE  OF  NOISE  AND  VIBRATION  ON  ALMOST  ANY 

ROAD  SURFACE. 

0 

• 

- 

193 

2  7  0  HP 
VORTEC"  42  00, 

TOM  AND  THE  ENGINEERING  TEAM  GAVE  ENVOY  AN  ENGINE  WITH 
WORE  HORSEPOWER  THAN  ANY  OTHER  MID-SIZE  SUV  IN  ITS 
CLASS,  EVEN  THOSE  WITH  v8  ENGINES!  MERGE  INTO  TRAFFIC 
AND  THIS  QUIET  ENGINE  KICKS  INTO  STUNNING  EXHILARATION. 

■ 

FROM  PROFESSIONAL  GRADE  PEOPLE  . 
COME   PR  0  F  E  S  S  1  DN  A  L   GRADE  SUVS. 

WE  ARE  PROFESSIONAL  GRADE; 

1  8  8  8    envoy4uorgmc.com/envoy  lav 

ffflr»!lib.v  .  :'v  o.  ..... 


.L-NEW  ENVOV 
EPTIONAL  COMF1 


L  


ENGINEERED  TO  BE  THE  MOST  COMFORTABLE  SUV  ON  THE  ROAD. 


ENGINEER  TERRV  DOHERTV  AND  HIS  TEAM  COULD" VE  STOPPED  AT  LONGER,  WIDER  LEATHER-TRIMMED  SEATS.  BUT  BEING 
PROFESSIONALS,  THEV  PUSHED  FOR  MORE.  THEV  PUT  IN  MORE  HEADROOM  AND  LEGROOM'  IN  THE  FRONT  TO  CREATE  ASTONISHING 
SPACIOUSNESS.  THEV  GAVE  IT  FIVE  POWER  STATIONS  FOR  GAMES  OR  COMPUTERS.  YOU  CAN  ALSO  TURN  THE  LIGHTS  IN  VOUR  HOUSE 
ON  AND  OFF  FROM  THE  DRIVER'S  SEAT"  THEV  EVEN  PUT  IN  AN  AVAILABLE  ONBOARD  AIR  COMPRESSOR  TO  BLOW  UP  VOUR  VOLLEVBALL 


HVDRAUL IC-FL  Ul  D-FILL-ED 
ENGINE  MOUNTS  ISOLATE  THE 


ENGINE  FROM  THE  FRAME, 
KEEPING  VOU  FROM  ROAD  NOISE. 


irar 


A  275-WATT  ENTERTAINMENT 
SYSTEM  WITH  AN 
AVAILABLE  IN-DASH, 
SIX-DISC  CD  PLAVER. 


ONSTAR'S'  OPTIONAL  CONCIERGE 
SERVICE  CAN  BOOK  A  RESTAURANT 
TABLE  OR  SHOW  SEATS  FOR  VOU 
WHEN  OTHERS  CANNOT. 


NOW  ORIVER  AND  PASSENGER  CAN 
RIOE  IN  SEPARATE  TEMPERATURE. 
SETTINGS,  UP  TO  25  DEGREES  APART. 
MAKING  THE  RIOE  TRULV  PEACEFUL.  . 


w'4 


\   ■  /\.\  I  <i  . 


WE  ARE  PROFESSIONAL  GRADE 
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Ho  see  how  the  stock  market  plunge  has 
|l  affected  the  Forbes  500s,  see  our  market 
I  I  valuation  tables  on  page  252.  It's  sobering 
lliews.  The  total  market  cap  of  America's  biggest 
Itompanies  has  dropped  20.5%  from  last  year  to 
SI0.7  trillion.  This,  our  33rd  annual  500s  issue, 
i  again  measures  profits,  assets  and  sales  met- 
rics of  the  biggest  firms.  But  this  year  we  also 
Ilffer  investors  some  help  in  coping  with  the 
(market  carnage.  Two  articles  put  the  huge  drop 
!|n  tech  stocks  in  perspective  (p.  210  and  p.  216). 
<?\u$,  we  analyze  the  meaning  of  "value  invest- 
ing" in  today's  market  environment  (p.  214). 
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Waiting 
To  Exhale 

Amid  stock  market  gloom,  keep  looking  for  signs  of  change. 


BY  JULIE  PITTA 

WALL  STREET  HISTORIAN  AND  INVESTMENT 
adviser  Peter  L.  Bernstein  vividly  remembers 
a  phone  call  he  received  from  his  mentor,  a 
finance  scholar,  in  the  wake  of  the  market 
slide  of  1962.  The  panic  in  the  older  man's 
voice  was  almost  palpable.  "  'Peter,'  he  said,  'I  hope  you  have 
all  your  clients  in  cash.  This  is  it.'" 

It  wasn't.  The  market  skidded  down  another  25%  over 
the  next  several  weeks,  finally  turning  in  the  late  spring.  To 
Bernstein  a  clue  could  be  gleaned  the  day  the  New  York 
Stock  Exchange  declined  but  had  record  volume.  Panicky 
investors  were  still  dumping  shares,  but  others  were  jump- 
ing back  into  the  market.  People  with  money  to  invest  had 
decided  it  was  time  to  go  bargain-hunting. 

Calling  the  bottom  is  a  fool's  game.  But  no  one  inter- 
ested in  amassing  wealth  can  ignore  the  market.  Over  the 
"long  term" — say,  15  years- — stocks  and  yes,  especially  tech- 
nology stocks,  come  through  because  they  represent  com- 
panies that  make  productivity-boosting,  life-enhancing 
products  and  services.  Safe  as  they  are,  government  bonds 
don't  even  come  close. 

The  story  on  page  214  makes  the  case  for  cheap  "value" 
stocks,  specifically  a  real  estate  investment  trust.  Herein  we 
take  a  closer  look  at  the  tech  sector. 

Even  with  the  current  avalanche  in  the  tech-heavy  Nas- 
daq, patient  money  has  earned  sweet  rewards:  $10,000  in 
Intel  in  1986  is  worth  $450,300  today.  A  smorgasbord  also 
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did  pretty  well:  $10,000  in  Invesco  Technology  Fur 
1986  is  now  worth  $159,000.  That,  of  course,  is  small  i 
fort  to  investors  who  have  seen  the  gains  of  the  pasl 
years  evaporate  in  months. 

Amid  the  turmoil  it's  fair  to  ask  for  signposts — 
cators  that  investors  can  start  to  breathe  easily  again.  1 
nology  helped  lead  us  here:  By  March  of  2000  tech  st 
had  ballooned  to  44%  of  the  $1 1.5  trillion  S&P  500, « 
pared  with  18%  in  1989.  So  it's  also  fair  to  ask  if  ted 
ogy  will  pull  us  out. 

The  two  most  recent  downturns  offer  few  clues.  It 
the  U.S.  economy  years  to  recover  from  the  197 
plunge,  which  was  accompanied  by  raging  inflation, 
ing  oil  prices  and  high  unemployment.  The  1987  s 
market  crash,  still  the  biggest  single  day  drop  on  record 
by  contrast  a  hiccup. 

So,  long  and  slow  or  short  and  sharp?  Craig  Ba: 
chief  executive  of  chipmaker  Intel,  long  considered  a 
wether,  has  grim  hews.  Barrett  insists  Intel  must  keei 
vesting  in  manufacturing  technology  to  be  ready  whe 
economy  turns.  Even  so,  he  is  slashing  costs  by  halting 
on  20  building  projects  and  by  slowing  work  on  one  o 
chip  factories  under  construction.  "We  don't  know 
long  this  slowdown  is  going  to  last,"  Barrett  told  a  B: 
television  network  in  late  March.  "It  could  be  6  montl 
months  or  18  months." 

Cisco,  another  centerpiece  of  the  information  e 
omy,  is  wrestling  with  burgeoning  inventories  (see  pi 
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BEAR  MARKET  STRATEGY  I  WHERE'S  THE  BOTTOM? 


Tech  Spending  Climbs 

Spending  on  information  technology  as  a  percent  of  capital 
expenditures  spiked  to  53%  by  the  end  of  2000. 
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Chief  Executive  John  Chambers  sold  the  idea  that  internet 
investments  would  boost  productivity.  Corporations  be- 
lieved in  it,  boosting  technology's  share  of  capital  expen- 
ditures from  28%  in  1980  to  53%  last  year,  according  to  a 
recent  Morgan  Stanley  study.  Before  buying  picks  up  again, 
customers  need  to  see  bottom-line  value  from  those  ex- 
isting investments.  "The  productivity  gains  from  software 
and  IT  spending  have  happened — but  not  at  the  rate  [tech- 
nology vendors]  suggest,"  says  James  Seaberg,  a  partner 
with  McKinsey  &  Co. 

When  Seaberg  looks  at  the  software  industry,  he  sees 
more  turmoil  before  a  recovery.  Here  are  his  numbers:  Last 
year  worldwide  software  sales  had  grown  to  over  $180  bil- 
lion, or  about  11%  of  worldwide  capital  expenditure.  But 
Wall  Street's  future  earnings  expectations  grew  in  epic  pro- 
portions. Add  up  analysts'  expectations  of  future  revenues, 
contends  Seaberg,  and  software  would  represent  over  20% 
of  capital  expenditures  by  2004 — an  unlikely  scenario. 
Those  numbers  tell  him  to  expect  to  see  more  small 
and  midsize  software  companies  swallowed  up  by 
big  players.  Even  the  top  50  players  are  still  overval- 
ued, he  argues.  Seaberg  points  out  that  the  ratio  of 
market  valuation  to  revenue  of  the  top  50  software 
firms  rose  steadily  from  1994  through  1998,  averag- 
ing 6.8  during  the  period.  In  1999  that  ratio  climbed 
to  14.8.  As  of  mid-March,  the  revenue  multiple  had 
slid,  but  only  to  7.5.  There's  still  more  room  for  ero- 
sion, he  says. 

Buyers  will  not  throw  out  their  computers — they 
just  want  the  long-promised  gains,  Roger  Mc- 
Namee,  general  partner  at  Integral  Capital  Partners, 
a  Menlo  Park,  Calif,  investment  firm,  says  the 
fastest-growing  will  lead  the  market  upward  when 
the  turn  comes.  He  particularly  likes  a  new  genera- 
tion of  software  companies  whose  products  enable 


real-time  collaboration.  While  established  play 
such  as  Oracle,  i2  and  Siebel  will  participate  in 
next  upswing,  newer  companies  such  as  Agile  So 
'ware,  that  help  customers  take  advantage  of  their] 
isting  database  infrastructure,  are  better  position 
"When  the  bear  market  ends,  the  best  investm 
opportunities  will  be  with  companies  that  are) 
burdened  by  the  law  of  large  numbers." 

Smart  investors  look  for  clues  from  the  prod 
in  this  case,  the  venture  capitalists,  says  Stanfo 
business  school  professor  Haim  Mendelson.  \ 
make  their  investments  with  an  eye  toward  wl 
they  can  make  a  return  for  their  limited  partni 
The  runup  in  venture  money  of  the  past  t 
years — about  $100  billion — was  strongly  correla 
with  the  quick  returns  that  VCs  could  make  as  co 
panies  burst  into  the  public  markets  in  a  mere  ei 
months.  In  another  sign  of  the  slow  growth  ou^ 
excess,  the  best  VCs  are  once  again  expecting  to  ] 
their  money  to  work  for  at  least  three  years  before  cash 
in.  First-quarter  venture  capital  investments  probably 
taled  less  than  a  third  of  the  $28.7  billion  they  hit  at  § 
peak,  in  the  third  quarter  of  last  year. 

Long-time  technology  watchers  see  the  slip  of  a  sil| 
lining,  even  in  the  current  meltdown.  The  investmel 
that  traditional  companies  have  made  in  technology  ll 
make  them  more  efficient,  says  Stanford's  Mendelsi 
And  over  the  past  five  years  dot-coms  have  trained  a  g 
eration  of  entrepreneurs  who  will  be  eager  to  build 
next  wave  of  companies  that  will  fuel  future  growth,  "j 
icon  Valley  works  best  when  the  balance  between  mak 
money  and  changing  the  world  tilts  towards  the  latt^ 
says  Paul  Saffo,  director  of  the  Institute  for  the  Futur 
Menlo  Park,  Calif,  think  tank.  "The  good  news  is  tj 
those  who  just  wanted  to  make  money  have  left.  A 
those  who  have  stayed  behind  aren't  looking  for  joty 
Hewlett-Packard. ' ' 


Wishful  Thinking 


If  Wall  Street's  earnings  projections  for  software  come  true,  softwa 
spending  would  be  more  than  a  quarter  of  the  expected  $2  trillion  i 
capital  expenditures  in  2005.  Reality  is  now  sinking  in. 


Estimated  dollars  spent  on  software  (Sbil) 
$500 


I  Percent  of  capital  expenditures  spent  on  softwar 
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Source:  McKinsey  &  Co. 
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...you  can 
have  this  jet. 


can  become  a  member  of  the  FlightTime  FREEDOM  PLAN,  the  revolutionary  air  charter 
gram  that  offers  all  the  benefits  of  fractional  ownership,  without  all  the  costs.  No  acquisition 
>,  empty  leg  charges,  or  5-year  contracts.  Just  planes,  when  and  where  you  want  them. 

h  guaranteed  availability,  Wyvern*  audited  aircraft,  plus  free  transportation  to  and  from  your 
ice  of  airports,  FREEDOM  PLAN  is  the  ultimate  solution  to  your  business  travel  needs. 


^The  "gold  standard"  in  aviation  safety  auditing 


&l»HightTime 

Air  travel,  perfected. 


To  learn  more,  call  1  -888-CHARTER,  or  visit  us  at  www.FiightTime.com 
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The  Case  for  a  7700  Dow 

The  stock  market  should  go  down  some  more.  But  if  you  are 
investing  for  the  really  long  term,  that  should  leave  you  better  off. 

its  January  2000  high  of  1 1 ,80 
the  Dow's  price/earnings  rati 
reached  an  abnormal  25,  and  tl 
P/E  ratio  of  the  S&P  500  topped  3 
(see  chart,  p.  216). 

What  happened  to  value?  Yd 
might  be  surprised  to  learn  that 
was  alive  and  well  during  much  < 
the  bull  market.  Stocks  have  bet 
rising  since  1982,  and  throug 
1992  they  rose  almost  in  lockste 
with  earnings.  Then  came  the  d 
rious  expansion  in  P/E  rati™ 
when  share  prices  grew  twice  ; 
fast  as  earnings. 

How?  A  new  investing  "pari 
digm"  that  said  the  old  formula 
were  out  the  window  and  stoclj 
should  trade  at  much,  much  high* 
multiples  of  earnings.  In  an  essi 
published  two  years  ago  in  the  Wa 
Street  Journal  James  K.  Glassma 
and  Kevin  A.  Hassett  declare 
"Our  conservative  calculation 
show  that  an  earnings  return  : 
about  1% — or  a  P/E  of  100 — is  aJ 
equate  to  match  cash  returns  froi 
bonds  over  long  periods.  Since  tfl 
P/E  of  the  Dow  is  currently  aboi 
26,  stocks  could  nearly  quadrup| 
before  becoming  overpriced." 

BY  STEPHANE  FITCH  Investors  lapped  up  talk  like  this.  Software  giant  M| 

K    m    ■JHAT'S  DISMAYING  ABOUT  AN  OVERPRICED     crosoft's  P/E  touched  120  in  January  1999.  In  March  200 
j|  flft  U  stock,  Fidelity  fund  manager  Peter  Lynch     Cisco  Systems  got  up  to  200  times  trailing  earnings.  Onliij 
■  111  once  said,  is  that  "the  company  is  a  big  sue-     retailer  Amazon  traded  at  2 1  times  sales — no  earnings  meal 
H  cess  am'  still  you  don't  make  any  money."     no  questions  about  how  quickly  those  earnings  might  grcfl 

B»  Lynch  and  Berkshire  Hathaway  Chairman  Warren  Buffett  was  speaking  for  a  skeptical  minori 
Warren  Buffett  made  careers  of  seeking  out  "value"  stocks,  when  he  wrote,  in  a  letter  he  sent  to  his  shareholders  \ 
priced  at  10  or  12  times  earnings,  that  would  rocket  if  a  early  1998,  "Only  in  fairy  tales  are  emperors  told  that  thd 
company  performed  well  but  still  make  decent  gains  even  if  are  naked.  If  a  CEO  is  enthused  about  a  particularly  fooliS 
it  didn't.  It  worked — they  beat  the  market.  acquisition,  both  his  internal  staff  and  his  outside  advise: 

Now  their  quaint  approach  to  investing  might  have  will  come  up  with  whatever  projections  they  need  to  justi: 
you  standing  on  the  sidelines  scratching  your  head.  The  30  his  stance."  In  a  similar  vein,  analysts  provided  investoj 
stocks  in  the  Dow  Jones  industrial  average,  badly  battered  whatever  projections  they  needed  to  justify  a  triple-dig 
though  they  may  be,  are  priced  at  19  times  earnings,  un-     multiple  on  a  growth  stock. 

comfortably  above  their  long-term  average  of  15.  At         Two  years  later  Buffett  has  been  vindicated  and  in 
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raised  to  the 


ns  for 


El  Paso  Corporation  is  taking  the  lead  in  providing 
the  challenges  presented  by  today's  evolving  energy  environment. 

Our  production  company  is  using  new  technology,  drilling  deeped 
into  tight  rocks  to  deliver  gas  reserves  that  might  otherwise  be 
unreachable.  Our  pipeline  group  is  expanding  our  60,000  mile 
transmission  system  to  deliver  gas  from  supply-rich  basins  to 
supply-short  areas.  We're  investing  in  infrastructure  to  improve 
access  to.rtew  energy  sources  like  liquefied  natural  gas.  And  we're 
exploring  technology  to  convert  waste  coal  into  clean  burning  fuel 
for  power  plants  to  cut  electric  generation  costs.  At  El  Paso,  we 
believe  in  long  term,  flexible  supply  and  risk  management  solutions 
that  benefit  our  company,  our  customers,  and  communities 
"around  the  world. 


Important  energy  solutions.  Raised  to  the  power  of  El  Paso. 
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BEAR  MARKET  STRATEGY  I  LOOKING  FOR  VALUE 


vestors  have  given  up  on  the  new-paradigm  argument.  Now 
investors  are  stampeding  into  bonds.  They  have  bid  up  the 
prices  of  Treasurys  and  pushed  the  yield  on  the  ten-year 
note  down  to  4.7%. 

Should  you  accept  that  reduced  return  from  the 
medium-term  Treasury?  If  inflation  were  to  come  in  at  3%, 
you'd  have  a  meager  1.8%  real  return  before  taxes — and 
probably  a  negative  return  after  taxes  and  inflation. 

Down  But  Not  Done 

The  P/E  of  the  S&P  500  is  retreating  from  the  nosebleed  levels  of  2000.  But 
there's  more  carnage  ahead  if  the  S&P  P/E  falls  back  to  15,  its  long-term  mean. 
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There  is  an  alternative.  There  are  stocks  to  buy  now  that 
trade  at  a  lot  less  than  100  times  earnings. 

One  is  Mack-Cali  Realty,  which  at  a  recent  $25  goes  for 
just  eight  times  earnings.  Mack-Cali  owns  suburban  office 
buildings  around  New  York  City.  The  buildings  could  be 
sold  off  for  enough  to  yield  $34  a  share. 

You  would  have  a  nice  windfall  in  this  stock  if  the 
spread  between  liquidation  value  and  share  price  narrowed. 
But  that  doesn't  have  to  happen  for  you  to  make  money. 
The  shares  pay  a  dividend — remember  those? — of  $2.44, 
some  of  it  a  "return  of  capital"  taxed  at  very  favorable  rates. 
That's  a  9.4%  yield.  Real  estate  is  not  without  risks,  to  be 
sure,  but  there  is  good  reason  to  expect  that  this  dividend 
will  keep  up  with  inflation.  This  real  estate  investment 
trust's  "funds  from  operations" — net  income  plus  depreci- 
ation, minus  necessary  capital  expenditures — were  $3.01 
last  year,  amply  covering  the  dividend,  and  the  FFO  figure 
has  been  growing  at  a  9%  annual  rate.  The  liquidation 
value  of  the  properties  ought  to  keep  up  with  inflation,  too. 

So,  even  without  any  improvement  in  Mack-Cali's 
price/FFO  multiple,  or  any  narrowing  of  its  discount  to  liq- 
uidating value,  there  is  reason  to  expect  a  real  9%  return 
from  this  stock. 

Can  the  same  be  said  for  Microsoft,  down  50%  from  its 
$120  high  in  1999?  That's  quite  a  tumble,  especially  consid- 
ering that  Glassman  and  Hassett's  new-paradigm  book, 


Dow  36,000,  grandly  decrees  that  Microsoft  is  a  good  val 
at  any  price  less  than  $170. 

Listen  to  Mohnish  Pabrai,  manager  of  a  small  hed 
fund  in  Chicago.  An  adherent  of  Benjamin  Graham-ty 
investing  principles,  Pabrai  adores  Microsoft,  and  he  com 
some  of  its  employees  among  his  investors.  He  thinks  t 
stock  deserves  to  fall  another  60%. 

Pabrai  starts  with  Microsoft's  $41  billion  in  tangible  bo 
value.  Second,  he  figures  another  $56  b 
lion  of  current  value  can  be  derived 
discounting  the  $97  billion  in  cash  tl 
will  come  into  Microsoft's  coffers 
2011.  To  discount  the  cash,  he  use 
10%  rate — 3%  for  inflation  plus  a  v< 
modest  7%  for  the  real  returns 
strongly  believes  he  could  get  elsewhe 
in  the  stock  market.  Finally — thou 
by  2011  Microsoft  may  seem  as  o\ 
moded  as  Xerox  does  now — Pabrai  o 
timistically  projects  it  will  be  trading 
a  rich  15  times  cash  flow,  giving  i 
$204  billion  market  capitalization.  D 
counted,  that's  worth  $71  billion  no 
It  adds  up  to  $168  billion  in  d 
counted  current  value,  or  $23  a  shai 
allowing  for  a  3%-a-year  stock  dill 
tion  between  now  and  201 1.  That's} 
times  trailing  earnings. 
Microsoft  is  still  considered  a  growth  stock  and  prop 
bly  won't  fall  all  the  way  to  13  times  earnings.  But  note  tl|| 
if  the  Dow  is  to  return  to  its  long-term  average  of  15  tinj 
earnings,  it  must  either  fall  to  7700  or  stay  under  10,000  \ 
another  few  years. 

Sounds  dreary?  Well,  if  you're  young  enough  to  still 
putting  money  into  savings,  pray  for  the  fall,  so  that  yo 
money  buys  a  lot  of  earning  power.  Writes  Buffett:  "Rejo: 
when  the  markets  decline  and  allow  us  ...  to  deploy  fun 
more  advantageously." 


Bubbles  &  Busts  ► 

Open  the  gatefold  that  follows  to  see  how  tl 
recent  collapse  of  Internet  stocks  has  been  mi 
rored  in  the  past.  Different  waves  of  technolo 
ical  change  over  the  last  40  years  have  alwa 
inspired  investment  manias  and  eventui 
crashes:  Mainframes,  minicomputers  and  PI 
all  had  their  cycles.  The  chart  tracks  foi 
decades  of  P/E  ratios  of  the  biggest  tech  firm 

PHOTO  RESEARCH:  KRISTINE  GENTILE  SMITH 
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Bubble 
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For  those  who  got  in  at  the  top,  the  tech 
was  a  doozy  of  a  wealth  destroyer:  382  Ir 
firms,  as  well  as  giants  Cisco,  Lucent  ai 
crosoft,  have  lost  more  than  $1.3  trillion  ir 
market  value  since  1999.  Yet  we  have  be 
before.  Waves  of  technology  change  alw; 
spire  manias  and  eventual  crashes.  In  the 
it  was  the  mainframe;  in  the  1970s,  the 
computer;  in  the  1980s,  the  PC;  in  the  199 
Internet.  This  chart  tracks  four  decades 
ratios  of  the  biggest  tech  firms,  leaving  ( 
notorious  Nasdaq  stocks  with  huge  multi^ 
little  or  no  earnings.  Valuations  on  th 
closely  watched  Nasdaq  composite  ind 
still  be  wildly  inflated.  What  will  the  next 
be?  No  one  dares  kick  off  a  new  one  wh 
pain  still  lingers.  —Rob  I 


1971  Intel  founders  Gordon  Moor; 
and  Robert  Noyce  release  the  4004 

microprocessor. 


1977 The  Atari  2600 

sets  off  home-videogame 
craze.  In  six  years  Atari 
sells  12  million  consoles, 
at  an  average  $140  each. 


L  TO  R.  BY  DATE  TEXAS  INSTRUMENTS.  AP  /  WIDE  WORLD  PHOTO.  INTEL  WWW  ATAR I  -  HISTORY  CI 
ELLEN  WEI NSTE1N  CORBIS  MICROSOFT  ARCHIVES;  NO  CREDIT,  BRAD  MARKEL  /  LIAISON  PHOTOD 
OAVID  BURNETT  ;  CONTACT  PRESS  IMAGES    NO  CREDIT:  CNBC 


1972 


1974 


Two  years  after  IBM's 


\'t  PC,  Compaq  ships  an  early 
he.  Sales  hit  $111  million,  a 
ut-year  record  for  any  compa- 
>;The  next  year  its  stock  drops 
i  -o  as  IBM  slashes  prices. 


1998  CNBC 
becomes  the  "It" 
channel  for  the 
irrationally  exu- 
berant. Ratings 
for  Business  Day 
jump  63%. 


Sill  Gates, 
lillion, 
My  regains 

1  FORBES' 

2St  


.  Within 
he  tops 
n. 


1995 Let  the  Web 

bubble  begin.  Netscape 
rockets  from  $28  to  $71 
after  IPO.  A  firm  with  $3 
million  in  losses  is  worth 
$2  billion  at  day's  end. 


M8I  Apple  IPO: 

Hi  million  shares  at  $22. 

•  ick  soon  hits  $63. 


m  million  computers  now' 


Microsoft, 

Windows 


2001  IPO  window 
painted  shut.  Only  2 
tech  deals  in  February, 


versus  37  same  time 
last  year.  Web  firms 
collapse,  wider  tech  glut 
brings  on  a  world  of 
hurt.  More  than 
220,000  laid  off.  Talk 
of  second-half  recovery 
begins  to  sound  hollow. 


1998 


2999 


hat  Next? 


ir  wrap-up  of  Forbes  500s  stock  market  winners,  losers  and 
tential  buying  opportunities  if  the  market  is,  indeed,  near  a  bottom. 


LADIMiR  NAUMOVSKI 

rHE  BEAR  MARKET  CAME  IN 
stages,  starting  with  the  ex- 
tremely overpriced  Internet 
sector  and  then  working  its 
way  through  computer  and 
|iology  stocks.  Now  the  blue-chip 
I  industrials  are  on  the  verge  of  bear 
Let  territory. 

lust  remember  that  markets  over- 
I  on  the  way  up — and  on  the  way 
In.  Most  of  the  dot-com  pipe 
Ins  that  once  sold  for  hundreds  of 
rs  a  share  will  probably  never  come 
to  their  previous  peaks,  but  the 
companies  in  the  Forbes  500s  will 
ire. 

ncluded  on  the  following  pages  are 
al  lists  of  Forbes  500s  that  look  like 
ntial  bargains — both  on  an  ab- 
e  basis  and  relative  to  their  peers, 
'he  middle  table  on  page  226  lists 
brbes  500s  companies  that  look  at- 
ively  priced  measured  by  the  price- 
les  ratio.  Consumer  electronics  re- 


all  Street  Stars 


iugh  the  stock  market  is  going  through  a  rough  stretch,  these  companies  posted  healthy  12-month  gains. 


PANY 


STOCK  PRICE 


RECENT 


12-MONTH 
HIGH  LOW 


PRICE  PERFORMANCE 


LATEST  12-MONTHS 
%  CHANGE    REL  TO  MARKET1 


MARKET  VALUE 
($MIL) 


2001  ESTIMATE 
PER  SHARE 
2001E  P/E 


incePCS 


$46.56 


$51.63 


$9.50 


271% 


442 


$1,394 


$1.49 


31 


riSource  Health 


50.30 


57.97 


12.25 


267 


438 


2,645 


2.27 


22 


teynolds  Tobacco 


57.10 


60.42 


15.75 


241 


407 


5,826 


4.63 


12 


»en  Brunswig 


16.15 


20.40 


163 


240 


406 


2,183 


0.79 


20 


iratory  Corp  of  Am 


134.70 


183.00 


37.50 


227 


390 


4,697 


4.91 


27 


Berkley 


47.06 


48.75 


14.63 


215 


376 


1,207 


2.65 


18 


sal  Financial 


26.81 


30.00 


8.63 


206 


366 


1,137 


2.07 


13 


jmark  Rx 


12.08 


15.11 


3.94 


197 


355 


2,707 


0.61 


20 


d  Waste  Inds 


15.82 


17.59 


5.31 


191 


347 


2,991 


0.92 


17 


er  Wheeler 


15.31 


17.33 


3.94 


172 


325 


623 


1.03 


15 


k  prices  as  of  Mar.  14.  2001.  'The  ending  value  of  $100  invested  in  the  stock  divided  by  the  ending  value  of  $1  invested  in  the  S&P  500. 
ces:  FT  Interactive  Data  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 


To  view  complete  Wall  Street  information  on  all  817  companies  visit  the  Forbes  500s  center  at  www.forbes.com/500s. 
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Stock  Market  Laggards 


Of  this  year's  817  Forbes  500s  companies,  209  underperformed  the  S&P  500  over 
the  last  12  months.  The  ten  worst  performers  are  listed  below. 


STOCK  PRICE 

PRICE  PERFORMANCE 

MADIflTT 

12-MONTH 

LATEST  12  MONTHS 

value 

COMPANY 

RECENT 

HIGH 

LOW 

%  CHANGE 

RELTO  MARKET1 

(Smil) 

CMGI 

$3.28 

$129.75 

$3.25 

-97% 

3 

$1,132 

Merisel 

1.40 

29.38 

1.25 

-95 

t  6_ 

11 

Finova  Group 

2.10 

32.19 

0.47 

-92 

10 

129 



Sycamore  Networks 

12.37 

172.50 

11.75 

-91 

11 

3,383 

Yahoo! 

15.31 

205.63 

14.94 

-99 

12 

8,640 

RCN 

6.40 

69.25 

3.88 

-99 

12 

554 

Redback  Networks 

18.60 

181.28 

16.75 

-99 

13 

2,800 

WinStar  Communication 

7.03 

66.50 

6.25 

-99 

15 

655 

Level  3  Contmun 

16.18 

116.38 

15.44 

-95 

18 

5,954 

Exodus  Commun 

11.62 

89.81 

10.88 

-94 

20 

6,402 

Stock  prices  as  of  Mar.  14.  2001.  Sources:  FT  Interactive  Data  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 

Cheap  Stocks  Relative  to  Their  Revenue  Streams 

Price-to-sales  ratios  vary  widely  from  industry  to  industry.  These  Forbes  500s 


stocks  are  attractively  priced  relative  to  their  peers. 

STOCK  PRICE 

market  value 
(Smil) 

REVENUE 

(Smil) 

PRICE/ 
SALES 

COMPANY 

RECENT       12  M0  CHANGE  REL  TO  MARKET1 

Amerada  Hess 

$75.42 

31% 

156 

$6,700 

$11,993 

u 

Best  Buy 

43.51 

-34 

79 

9,040 

14,180 

9J 

Cabletron  Systems 

11.80 

-74 

32 

2,179 

1,167 

L9 

Deluxe 

22.94 

13 

135 

1,628 

1,263 

L3 

Fiserv 

46.88 

44 

172 

5,805 

1,654 

15 

Johnson  &  Johnson 

93.25 

21 

145 

129,705 

29,139 

4.5 

Longs  Drug  Stores 

29.53 

74 

208 

1,092 

4,027 

0.3 

Merck 

71.93 

20 

143 

165,986 

40,363 

41 

Paccar 

46.25 

3 

123 

3,539 

7,919 

US 

United  Technologies 

75.00 

39 

166 

35,302 

26,583 

L3 

Stock  prices  as  of  Mar.  14,  2001.  'The  ending  value  of  $100  invested  in  the  stock  divided  by  the  ending  value  of  $1  invested 
in  the  S&P  500.  Sources:  Bridge  Information  Systems:  Thomson  Financial/IBES  via  FactSet  Research  Systems. 

Enterprise  Value  Bargains 


The  enterprise  value— market  value  plus  debt,  minus  cash— is  where  the  bidding 
begins  in  a  takeover.  This  number  is  divided  by  operating  income— earnings  before 
interest,  taxes,  depreciation  and  amortization— to  get  the  enterprise  multiple. 


COMPANY 

RECENT 

1-YEAR 
CHANGE 

VALUE 

(Smil) 

MULTIPLE 

INCOME 

(Smil) 

VALUE 

(Smil) 

ADC  Telecommunications 

$10.19 

-58% 

11 

$707.0 

$7,955 

AVX 

18.07 

-48 

2,795 

3 

873.8 

3,156 

National  Semiconductor 

24  85 

-58 

5 

655.5 

4.330 

Neiman  Marcus  Group 

33  93 

44 

1794 

5 

352.3 

1,618 

Northrop  Grumman 

90.80 

73 

8402 

6 

1,479.0 

6.549 

Owens  &  Minor 

15.51 

46 

817 

8 

107.5 

516 

SBC  Communications 

42.11 

-1 

175434 

9 

20.491.0 

142,091 

Ultramar  Diamond  Shamrock 

36.40 

55 

5424 

5 

1,068.9 

3,167 

Unisys 

14.49 

-44 

4454 

697.8 

4,570 

Vishay  Intertechnology 

19.61 

-46 

2473 

3 

837.3 

2,700 

Stock  prices  as  of  Mar.  14.  2001.  Source:  Bridge  Information  Systems 


tailer  Best  Buy,  for  example,  has  a  j 
just  0.6  versus  0.9  for  electronics  i 

The  table  at  bottom  left  \is\ 
tential  bargains  measured  by  4 
prise  multiple.  Enterprise  value 
fined  as  market  value  plus  debt  1 
cash — a  hypothetical  purchasei 
on  the  business  operations.  The  1 
prise  multiple  is  enterprise  valj 
vided  by  operating  income,  or 
ings  before  interest,  taxes,  deprecj 
and  amortization. 

Our  other  tables  look  at  com] 
that  seem  attractive  relative  to  ex| 
long-term  growth  prospects  or  n 
to  their  dividend  payouts.  Anothei 
gory:  companies  about  which  th« 
lysts  are  in  sharp  disagreement  oven 
ings  forecasts.  If  you  have  reason  to! 
that  the  bullish  analysts  are  more 
to  be  right  about  a  controversial 
you've  got  a  potential  bargain. 

For  extended  versions  of  all  th« 
bles  go  to  www.forbes.com/500s. 

The  market  over- 
reacts on  the  way 
up— and  on  the  wai 
down.  A  year  from 
now,  some  of  these 
big,  solid  stocks 
could  be  a  lot  highe 


Earnings  Estimates  for  2001  are  Chanj 
I  Jan      I  Feb      I  March 

20% 
is 
10 


-10 


-15 


1st  Quarter  2nd  Quarter  3rd  Quarter  4th 
Source.  Thomson  Financial/IBES. 


226     FORBES-  April  16,2001 


Warren  Buffett 
has  big  news , 


WALL  STRE 


Potential  Growth  at  a  Discount 


The  PEG  ratio  measures  a  stock's  price-to-earnings  ratio  based  on  estimated  earn- 

ings for  the  next  four  quarters  divided  by  its  long-term  earnings  growth. 

SMCJLPHICE 

12-MO  PRICE  CHANGE 

COMPANY 



RECENT 

12-MO  HIGH 

12-MO  LOW 

% 

REL  TO  MKT1 

PEG2 

Advanced  Micro  Devices 

$23.94 

$48.50 

$13.56 

-1.0% 

118 

0.6 

AVX 

18.07 

50.00 

15.13 

-48.0 

62 

OJS 

Compuware 

8.97 

28.31 

5.63 

-63.0 

45 

Oil 

Jabil  Circuit 

21.00 

68.00 

18.63 

-46.0 

64 

0.G 

Manpower 

30.23 

40.25 

26.94 

9.0 

130 

M 

NCR 

43.52 

53.69 

32.38 

8.0 

129 

0.9 

Pulte 

32.82 

45.00 

15.75 

92.0 

229 

0.5 

SanDisk 

20.88 

146.00 

19.50 

-82.0 

21 

OX 

Tellabs 

43.94 

76.94 

37.63 

-28.0 

86 

0,7 

UnumProvident 

26.64 

30.44 

12.00 

97.0 

235 

0.9 

Stock  prices  as  of  Mar.  14,  2001.  'The  ending  value  of  $100  invested  in  the  stock  divided  by  the  ending  value  of  $1  in- 
vested in  the  S&.P  500.  ?Price-to-earnings  ratio  based  on  estimated  earnings  for  next  four  quarters  divided  by  median 
estimate  for  long-term  earnings  growth.  Sources:  Bridge  Information  Systems;  Thomson  Financial/IBES  via  FactSet 
Research  Systems. 

Dividend  Plays  

A  secure  dividend  can  provide  some  downside  protection  in  a  market  slump.  These 
Forbes  500s  companies  have  yields  of  at  least  3.6%,  five-year  dividend  growth  rates 
of  11%  (annualized)  and  attractive  dividend  reinvestment  plans. 


EST                            EST  5-YEAR 
RECENT       INDICATED         2001                         2001  DIV 
COMPANY                             PRICE         DIVIDEND          EPS           YIELD       PAYOUT  GROWTH 

BancorpSouth 

$14.15 

$0.56 

$1.28 

4.0% 

44% 

12% 

Citizens  Banking 

24.38 

1.04 

2.28 

4.3 

46 

11 

Colonial  BancGroup 

12.36 

0.48 

1.12 

3.9 

43 

10 

Compass  Bancshares 

21.06 

0.92 

2.08 

4.4 

44 

14 

FirstMerit 

25.69 

0.92 

1.94 

3.6 

47  11 

Hibernia 

13.43 

0.52 

1.32 

3.9 

39 

14 

Hudson  United  Bancorp 

22.85 

1.00 

2.03 

4.4 

49 

14 

Sky  Financial  Group 

16.75 

0.72 

1.45 

4.3 

50 

44 

UnionBanCal 

26.01 

1.00 

3.02 

3.8 

33 

10 

Wachovia 

59.61 

2.40 

5.38 

4.0 

45 

11 

Stock  prices  as  of  Mar.  14,  2001.  Sources:  FT  Interactive  Data,  Market  Guide  and  Thomson  Financial/IBES  via  FactSet 
Research  Systems. 


Long  Shots 


Security  analysts  have  strong  disagreements  about  the  earnings  prospects  of  these 
ten  stocks.  These  stocks  could  turn  out  to  be  bargains  if  the  most  optimistic  analysts 
turn  out  to  be  correct. 

PRICE                            2001  ESTIMATE 

COMPANY 

RECENT 

52-WK  CHANGE 

MEAN 

HIGH 

LOW 

Airborne 

$10.35 

-45% 

$0.02 

$0.55 

-$0.56 

Apple  Computer 

20.44 

-65 

-0.30 

-0.05 

-0.74 

EchoStar  Communications 

28.06 

-52 

-0.68 

-042 

-1.07 

Georgia-Pacific  Group 

28.98 

-22 

0.79 

1.70 

0.20 

Lyondell  Chemical 

16.05 

34 

0.48 

LOO 

-0.35 

Micron  Technology 

43.52 

-23 

1.03 

UO 

0.23 

Motorola 

14.49 

-71 

0.21 

0X0 

0.01 

Nextel  Communications 

14.63 

-78 

-1.15 

-0.41 

-2.00 

Niagara  Mohawk  Holdings 

1702 

43 

0.24 

0.40 

-0.15 

UAL 

35.10 

-33 

-0.04 

0.38 

-0.50 

Stock  prices  as  of  Mar.  14,  2001.  Sources:  FT  Interactive  Data.  Market  Guide  and  Thomson  Financial/IBES  via  FactSet 
Research  Systems. 
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Estimate  Revisions  Index:  Current  Year 
■  2001  Forecast  on  the  S&P  500 
I  Historical  Monthly  Average 

1.0    (ratio  of  increases  to  decreases) 


Source:  Thomson  Financial/IBES. 


Although  security 
analysts  are 
still  guardedly 
optimistic  about 
the  second  half 
of  this  year, 
they  are  already 
starting  to  fret 
about  next 
year's  profits. 


Estimate  Revisions  Index;  Next  Year 
■  2002  Forecast  on  the  S&P  500 
H  Historical  Monthly  Average 

1,0    (ratio  of  increases  to  decreases) 


itroducing  the  world's  most  powerful 


siness  tool  at  a  fraction  of  the  cost . . 


In  1986,  Executive  Jet,  Inc. 
ted  the  concept  of  fractional 
raft  ownership  with  the  introduc- 
of  the  Netjets®  program.  Warren 
:ett  was  so  impressed  after  experi- 
g  Netjets'  fractional  ownership 
hree  years  that  he  bought  Execu- 
et  in  1998. 

he  Boeing  Business  Jet  joins 
ets'  world-class  fleet.  Companies 
g  global  can  now  take  advantage 
le  most  formidable  business  tool 
lable  today — at  a  fraction  of  what 
Duld  cost  to  purchase  an  entire 
Whether  you're  traveling  from 
York  to  Cairo,  Los  Angeles  to 
Jon,  or  Paris  to  Beijing,  the  BBJ 
fly  you  there  with  all  the  com- 
of  home  and  office,  nonstop. 
Tailored  to  your  needs.  Netjets 
vs  you  to  tailor  the  size  of  your 
aft  fractional  interest  to  your 
s.  The  size  of  your  fractional 


interest  is  proportional  to  the 
number  of  hours  you  typically  fly 
in  a  year,  with  100  occupied  hours 
equaling  a  one-eighth  share. 

Experience  counts.  Netjets 
provides  the  most  safety-assured 
service  in  the  world.  On  average, 
our  pilots  train  23  days  a  year.  And 
this  year,  we  will  fly  more  than 
250,000  flights  to  more  than  90 
countries  worldwide  to  meet  our 
Netjets  owners'  needs.  Netjets  is 
the  number-one  fractional  owner- 
ship choice  of  some  of  the  world's 
most  successful  individuals 
and  companies. 

An  affordable  investment  that 
returns  unprecedented  levels  of 
productivity.  Your  BBJ  is  available 
for  as  little  as  $6.1  million,  a  one- 
time purchase  charge.  Financing  or 
leasing  alternatives  are  available. 
And  with  Netjets,  you  own  your 


fractional  interest  for  as  long  as  you 
want — three  years,  five  years,  ten 
years,  or  more. 


Experience  Netjets  and  the  BBJ. 

Call  1-877-NETJETS  (1-877-638- 
5387)  for  more  information  on  today's 
most  powerful  business  tool. 

Netjets^ 


The  pioneer  and  worldwide  leader 
in  fractional  aircraft  ownership 

NetJets  is  the  fractional  aircraft  ownership  program  of 
Executive  Jet,  Inc.,  a  Berkshire  Hathaway  company. 

www.netjets.com 


The  Super  100 

These  companies  are  big  no  matter  how  you  look  at  them— by 
sales,  profits,  assets  or  market  value.  Our  super  ranking  is  a 
composite  ranking  on  all  four  measures.  Citigroup  is  now  in  first 
place,  thanks  to  its  November  acquisition  of  Associates  First  Ca| 
ital.  This  combination  was  large  enough  for  us  to  treat  Citigroup 
as  a  new  company  and  drop  its  old  ranks  from  our  database. 


SUPER  100 


BANK 

:  '99  I  COMPANY 


MARKET 

SALES   PROFITS  ASSETS  VALUE 


■ 

Citigroup 

6 

2  1 

5 

1 

General  Electric 

5 

3  6 

1 

3 

Exxon  Mobil 

1 

1 

26 

3 

■ 

JP  Morgan  Chase  &  Co 

12 

15 

2 

24 

■ 

Verizon  Communications 

10 

4 

24 

15 

4 

Bank  ot  America 

13 

11 

4 

26 

8 

American  International  Group 

21 

16 

10 

8 

6 

AT&T 

9 

10 

17 

25 

4 

International  Business  Machines 

8 

8 

37 

10 

9 

Wal-Mart  Stores 

2 

14 

42 

6 

10 

SBC  Communications 

14 

9 

33 

13 

20 

Philip  Morris  Cos 

11 

7 

41 

18 

12 

Ford  Motor 

4 

18 

12 

47 

15 

Fannie  Mae 

25 

23 

3 

31 

7 

General  Motors 

3 

22 

9 

50 

11 

Morgan  Stanley  Dean  Witter  &  Co 

23 

17 

7 

37 

34 

Berkshire  Hathaway 

37 

31 

27 

19 

16 

Intel 

38 

5 

65 

7 

22 

Merrill  Lynch 

24 

27 

8 

57 

25 

Wells  Fargo 

61 

26 

13 

27 

22 

Merck 

28 

12 

80 

11 

17 

Microsoft 

74 

6 

56 

2 

14 

WorldCom 

32 

25 

32 

53 

24 

Goldman  Sachs  Group 

40 

35 

11 

59 

37 

Freddie  Mac 

50  {  44 

5 

58 

36 

Chevron 

20 

19 

76 

43 

26 

Procter  &  Gamble 

31 

29 

88 

23 

30 

BellSouth 

66 

24 

59 

29 

■ 

Pfizer 

52 

28 

97 

4 

28 

American  Express 

75 

39 

25 

49 

■ 

Hewlett-Packard 

17 

34 

99 

41 

38 

Boeing 

15 

54 

74 

51 

33 

Johnson  &  Johnson 

55 

20 

105 

14 

41 

FleetBoston  Financial 

80 

30 

20 

74 

46 

Cisco  Systems 

73 

32 

91 

12 

43 

Enron 

7 

109 

50 

52 

47 

Allstate 

57 

50 

29 

86 

68 

Duke  Energy 

19 

68 

55 

90 

40 

Home  Depot 

22 

42 

150 

20 

50 

Texaco 

16  I  43 

107 

68 

■ 

US  Bancorp 

114 

38 

23 

61 

32 

El  du  Pont  de  Nemours 

59 

46 

81 

54 

41 

Motorola 

33 

83 

72 

80 

52 

United  Parcel  Service 

51 

37 

148 

36 

■ 

El  Paso 

29 

89 

84 

72 

■ 

MetLife 

44 

112 

15 

109 

69 

Lehman  Brothers  Holdings  64 

69 

18 

143 

62 

Washington  Mutual              =  123 

61 

19 

96 

39 

Walt  Disney  67 

124 

68 

44 

44 

Coca-Cola  88 

52 

153 

16 

n  500  list 


00 

'99 

COMPANY 

SALES 

PROFITS 

ASSETS 

MARKET 
VALUE 

51 

55 

United  Technologies 

63 

65 

128 

71 

52 

45 

Bristol-Myers  Squibb 

108 

21 

189 

17 

53 

79 

Alcoa 

79 

78 

102 

83 

54 

51 

Honeywell 

70 

72 

125 

78 

55 

54 

PepsiCo 

89 

51 

178 

35 

56 

77 

Household  International 

154 

71 

44 

89 

57 

60 

Dow  Chemical 

77 

77 

119 

87 

58 

56 

Dell  Computer 

46 

49 

234 

38 

59 

58 

Target 

35 

88 

166 

79 

60 

61 

Cigna 

94 

107 

34 

134 

61 

63 

Sears,  Roebuck 

27 

82 

89 

179 

61 

74 

Sun  Microsystems 

100 

53 

184 

40 

63 

■ 

Pharmacia 

109 

113 

122 

39 

64 

59 

McDonald's 

131 

56 

147 

70 

65 

98 

Conoco 

43 

60 

183 

126 

66 

■ 

Loews 

104 

62 

47 

201 

67 

80 

American  General 

167 

103 

28 

117 

68 

. 

Hartford  Financial  Services 

125 

110 

21 

160 

69 

56 

Compaq  Computer 

26 

179 

131 

82 

70 

67 

Abbott  Laboratories 

137 

40 

210 

32 

71 

70 

Texas  Instruments 

157 

33 

188 

45 

72 

53 

Sprint  FON 

111 

57 

138 

123 

73 

92 

Comcast 

220 

55 

92 

65 

74 

88 

Kroger 

18 

118 

181 

118 

75 

74 

Bank  of  New  York 

239 

80 

43 

75 

76 

72 

Eli  Lilly 

169 

36 

219 

22 

76 

84 

Safeway 

45 

95 

213 

93 

78 

83 

Caterpillar 

91 

99 

115 

144 

78 

86 

SunTrust  Banks 

213 

86 

30 

120 

80 

73 

Minnesota  Mining  &  Mf  g 

118 

64 

223 

56 

81 

■_ 

Phillips  Petroleum 

85 

63 

157 

161 

82 

91 

National  City 

205 

85 

36 

141 

83 

■ 

TXU 

82 

116 

70 

213 

84 

96 

PNC  Financial  Services  Group 

233 

87 

48 

122 

85 

■ 

MBNA 

229 

84 

83 

95 

86 

85 

Kimberly-Clark 

135 

66 

226 

69 

87 

90 

Emerson  Electric 

122 

79 

208 

88 

88 

98 

Oracle 

168 

13 

309 

21 

89 

■ 

Cardinal  Health 

42 

136 

254 

85 

98 

89 

Anheuser-Busch  Cos 

151 

75 

240 

63 

90 

■ 

Electronic  Data  Systems 

99 

93 

243 

94 

92 

■ 

Dynegy 

53 

205 

149 

151 

93 

92 

Schering-Plough 

189 

45 

278 

48 

93 

■ 

Union  Pacific 

156 

125 

108 

171 

95 

■ 

Applied  Materials 

173 

47 

280 

62 

95 

■ 

Mellon  Financial 

285 

101 

61 

115 

97 

■ 

Reliant  Energy 

54 

227 

101 

184 

98 

■ 

Albertson's 

36 

137 

203 

192 

99 

■ 

Williams  Cos 

182 

197 

79 

111 

100 

■ 

Sara  Lee 

110 

73 

259 

129 

To  view  the  complete  Assets  500  list,  visit  the  Forbes  500s  center  at  www.forbes.com/500s. 
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500s  Map 

Thanks  to  drop-offs  from  the 
Market  Value  500,  only  817 
firms  made  the  Forbes  500s 
this  year  versus  895  last  year. 


Making  the  500s  Cut 

Since  1990  sales  and  profits  of  the  smallest  Forbes  500 
company  roughly  doubled,  but  market  value  tripled. 


1990 

$1,515 

Boatmen's  Bancshares1 

2000 

2,934 

First  American 

PROFITS  

1990 

67.0 

Wilmington  Trust 

2000 

158.5 

Moody's2 

ASSETS 

1990 

2,693 

Covanta  Energy3 

2000 

4,689 

Analog  Devices 

MARKET  VALUE 

1990 

1,072 

Bethlehem  Steel 

2000 

3,239 

Citrix  Systems 

'Acquired  by  Bank  of  America  on  Jan.  1, 1997.  formerly  Dun  &  Bradstreet. 
3Formerly  Ogden. 


Grand  Totals 


It's  a  bear  market  for  the  Forbes  Market  Value  500, 
which  could  be  a  leading  indicator  of  the  other  rankings. 


Change 


15-year 


2000 

OVER 

GROWTH 

Category 

TOTAL 

1999 

RATE* 

Sales  500 

$7.0  trillion 

14.4% 

6.5% 

Profits  500 

496  billion 

9.9 

8.9 

Assets  500 

17.9  trillion 

10.9 

8.2 

Market  Value  500 

10.7  trillion 

-20.5 

15.7 

Total  employment 

of  817  companies 

24.9  million 

4.1 

1.0 

*  Annualized. 

Winners  and  Losers 

The  best  and  worst  in  each  Forbes  500  category. 

SALES,            ,  ... .  i  I,, 

Mirant  . 

487% 

Merisel 

-36% 

IDT 

5,973% 

Textron. 

-88% 

ASSETS 

WebMD 

9,845% 

Aetna 

-58% 

MARKET  VALUE 

Laboratory  Corp  Am         812%  Sycamore  networks 

-92% 

The  Biggest  Firms  in  Each  State 

Follow  the  color  key  to  find  the  biggest  Forbes  500s 
members  in  each  state  by  our  four  ranking  criteria. 


SALES  • 


PROFITS  A 


ASSETS  I 


MARKET  VALUE 


Alabama 

SCI  Systems  • 
Regions  Financial  * 
SouthTrust  ■  T 


Arizona 
Avnet  # 

Pinnacle  West  Capital  A 
Allied  Waste  Industries  ■ 
Apollo  Group  T 


Arkansas 

Wal-Mart  Stores  •  *  BY 


California 

Hewlett-Packard  < 
Intel 

Wells  Fargo  M 


Colorado 

Qwest  Commun  Intl  T 
AT&T  Liberty  Media  Group  a 


Connecticut 

General  Electric  •  A  ■  ▼ 


Delaware 

El  du  Pont  de  Nemours  •  .4. 1 


District  of  Columbia 
Fannie  Mae  •     ■  1 


Florida 

AutoNation  • 
FPL  Group  A  I 


Georgia 
Home  Depot* 
BellSouth  a 
SunTrust  Banks  I 
Coca-Cola  T 


Hawaii 

BancWest . 


Idaho 

Albertson's  •  ■ 
Micron  Technology  .- 


Illinois 

Sears,  Roebuck  • 
Abbott  Laboratories  A ' 
Bank  One  ■ 


Eli  Lilly*  AT 
Conseco ■ 


Iowa 

Maytag  • 
Lee  Enterprises  A 
Amerlls  Group  ■ 
McLeodUSAT 


Kansas 
Yellow* 

Capitol  Federal  Financial  I 
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PLACING  THE  FORBES  500s 


2000 


1990 


0-19        ]  20-39 


rtucky 
nana* 

on  Global  Restaurants  * 
land  a 

nark  International  Group  ▼ 


isiana 

hrgy*A«V 


me 

.'  imProvident  •  A  I 


ryland 

<heed  Martin  •  ■  ▼ 
stellation  Energy  Group 


ssachusetts 

t  Boston  Financial  •  a  I 


higan 

eral  Motors  •  I 
I  Motor  A  T 
inesota 
let* 

Bancorp  A  ■ 
Itronic  T 


sissippi 

WorldCom* 


Missouri 

UtiliCorp  United  • 
Sprint  FON  A  U 
Anheuser-Busch  Cos 1 


Montana 

Montana  Power  a 


Nebraska 

Berkshire  Hathaway  •  A  ■ 1 


Nevada 

Park  Place  Entertainment  •  1 
MGM  Mirage  ▼ 


New  Hampshire 

Cabletron  Systems  t 
New  Jersey 
Merck  •  A  ▼ 
Lucent  Technologies  i 


New  York 
Citigroup  •  M 

Pfizer  ▼ 


North  Carolina 

Bank  of  America*  A  i 


North  Dakota 

Community  First  Bankshares  i 


Kroger • 

Procter  &  Gamble  a.  ▼ 
Nationwide  Financial  Services  ■ 


Oklahoma 

Phillips  Petroleum  • 
Williams  Cos  ■▼ 


Oregon 
Nike*  *T 

StanCorp  Financial  Group  1 
Pennsylvania 
USX-Marathon* 
Comcast  &  ▼ 
Lincoln  National  ■ 


Puerto  Rico 

Popular  *  S  ▼ 
Rhode  Island 
CVS*  a  ▼ 

Textron  ■ 


South  Carolina 
Scana  *  II 
AVXA 
South  Dakota 
IBP* 


Tennessee 
FedEx  •  A 
Union  Planters  ■ 
HCA-The  Healthcare  Co' 


Texas 

Exxon  Mobil  *  4  ■ ' 


Utah 

Autoliv  * 
Iomega  4 

Zions  Bancorp  ■  ▼ 


Virginia 

Freddie  Mac  *  *  I 
America  Online  ▼ 


Washington 
Boeing* 

Microsoft  A  T 
Washington  Mutual  i 


West  Virginia 

United  Bankshares  I 


Wisconsin 

Johnson  Controls  * 
Rockwell  International 
Marshall  &llsley« 
Kohl's  T 


For  address  information  and  more  on  all  the  Forbes  500s,  visit  www.forbes.com/500s. 
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Fifteen 
Minutes 
Of  Fame 

The  Internet  bubble 
burst  for  most  of  the 
upstarts  that  mus- 
cled their  way  onto 
last  year's  Forbes 
Market  Value  500. 


They  Never  Were  Contenders 


www 


Wall  Street  has  always  been  willing  to  pay  a  premium  for  stocks  with  strong 
growth  prospects.  Last  year  these  companies  made  the  Market  Value  500,  but 
they  had  little  chance  of  ever  justifying  their  excessive  valuations. 


MARKET  VALUE  (SOIL) 

STOCK 

PRICE 

COMPANY 

LOSS 

%  CHANGE 

1 YR  AGO 

RECENT 

1  YR AGO 

RECENT 

Yahoo! 

$87.8 

-91.1% 

$96.3 

$8.6 

$178.06 

$15.31 

Broadcom 

43.7 

-84.4 

51.8 

8.1 

243.06 

34.56 

Veritas  Software 

41.8 

-63.1 

66.2 

24.4 

168.69 

59.69 

Internet  Capita!  Group 

37.2 

-98.0 

37.9 

0.8 

143.56 

2.69 

Sycamore  Networks 

36.8 

-91.6 

40.1 

3.4 

170.00 

12.38 

Network  Appliance 

29.2 

-80.9 

36.1 

6.9 

118.44 

21.19 

PMC-Sierra 

28.1 

-83.3 

33.7 

5.6 

245.44 

33.94 

InfoSpace 

26.5 

-96.1 

27.6 

1.1 

122.47 

3.38 

Akamai  Technologies 

26.3 

-95.6 

27.5 

1.2 

296.00 

11.25 

Ariba 

26.3 

-89.7 

29.3 

3.0 

152.69 

12.00 

Juniper  Networks 

26.2 

-59.4 

44.0 

17.9 

141.22 

57.25 

MicroStrategy 

24.1 

-98.3 

24.5 

0.4 

313.00 

5.25 

i2  Technologies 

24.8 

-74.3 

32.3 

8.3 

104.00 

20.44 

Hbco  Software 

23.5 

-93.7 

25.0 

1.6 

138.19 

8.13 

Foundry  Networks 

21.8 

-94.8 

23.0 

1.2 

201.19 

10.38 

Exodus  Communications 

21.7 

-77.2 

28.1 

6.4 

82.28 

11.63 

BroadVision 

19.8 

-92.9 

21.4 

1.5 

86.08 

5.66 

Amazon.com 

19.3 

-83.6 

23.1 

3.8 

66.88 

10.63 

Siebel  Systems 

19.8 

-59.9 

31.7 

12.7 

81.44 

28.75 

EchoStar  Communications 

18.9 

-58.7 

32.2 

13.3 

69.00 

28.06 

Prices  as  of  Mar.  14.  Sources:  FT  Interactive  Data  and  Market  Guide  via  FactSet  Research  Systems 


BY  VIVIAN  WOO 

AKAMAI  TECHNOLOGj 
which  was  ranked  106 
last  year's  Forbes  Mai 
Value  500,  has  terr 
search-engine  technolc 
Akamai  powers  well-known  sites  si 
as  Blockbuster.com,  CNET.com 
MSNBC.com.  At  the  time  of  last  ye 
500s  issue,  Akamai  had  a  market  Vo 
of  $27.5  billion — an  amount  equa 
the  combined  gross  domestic  prod 
of  Luxembourg  and  Iceland.  Akam 
revenues  last  year:  only  $4  million. 

Priceline. corn's  market  value 
year  exceeded  the  total  valuatior 
Continental,  Delta,  Northwest 
lines  and  United  Airlines — $13.8 
lion  versus  $12.3  billion.  Despite 
dismal  performance  ($1.1  billior 
losses  on  $482  million  in  revenue) 
vestors  perceived  Jay  Walker's  on] 
ticket  auctioning  firm  as  being  m 
valuable  than  the  big  airlines  flying 
customers. 

Sycamore  Networks  is  in 
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4 


1  _ 


CHOOL  OF 


I 


J  E-BUSINESS  HOSTING™  CAN  HELP  YOU  BECOME  A  FORMIDABLE  FORCE  ON 
E  WEB.  OUR  RAPIDLY  SCALABLE  AND  REDUNDANT  NETWORKS  ENABLE  YOUR 
(US  I  NESS  TO  GROW  -  AND  GROW  FAST  -  WITHOUT  INTERRUPTION.  AND  WE 
VE  THE  EXPERIENCE  OF  HOSTING  SOME  OF  THE  MOST  HEAVILY  TRAFFICKED 
IUSINESSES  IN  THE  WORLD,  INCLUDING  VICTORIASSECRET.COM.  E-BUSINESS 
STING.  ONLY  FROM  IBM. 


booming  field  of  optical  networking. 
In  March  2000  Sycamore's  outstand1 
ing  stock  was  worth  $40.1  billion, 
while  nine  of  the  Dow 
Jones  industrial  gi- 
ants— including  Alcoa, 
Boeing,  Caterpillar  and 
United  Technologies — 
had  smaller  valuations. 
In  that  topsy-turvy 
market,  the  smallest 
of  the  nine  less-valuable  Dow  firms 
had  sales  of  $14.1  billion;  Sycamore's 
revenues  at  the  time  were  only  $60 
million. 

For  over  three  decades  each  annual 
Forbes  500s  universe  consisted  of 


roughly  800  stocks.  But  last  year  the 
Forbes  500s  bloated  to  a  record  895 
companies.  That's  because  169  compa- 


companies  had  valuations  over  3 
lion  but  revenues  under  $100  mj 
The  most  egregious  example:  Intel 


In  one  year  Cisco,  Microsoft,  Intel,  Lucent  a* 
Oracle  lost  over  $1  trillion  in  total  value.  Tha 
what  the  entire  market  was  worth  in  1980. 


nies  crept  onto  the  Forbes  Market  Value 
500  (by  dint  of  market  capitalizations 
over  $4.4  billion)  without  having  the 
numbers  to  qualify  for  our  Sales,  Profits 
or  Assets  500. 

On  last  year's  Market  Value  list,  59 


Cisco  Systems,  which  was  ranked  second  last  year  on  the  Forbes  Market  Value  500, 
with  $473  billion  in  capitalization,  lost  $326  billion  in  value  over  the  past  year.  Last 
year's  most  valuable  stock,  Microsoft,  suffered  the  second-biggest  loss. 

MARKET  VALUE  (SBIL) 

STOCK  PRICE 

COMPANY 

LOSS 

%  CHANGE 

1 YR  AGO 

RECENT 

1YRAG0 

RECENT 

Cisco  Systems 

$325.7 

-68.9% 

$473.1 

$147.3 

$68.19 

$20.25 

Microsoft 

237.6 

-45.2 

525.7 

288.1 

101.00 

54.00 

Intel 

205.7 

-51.3 

400.9 

195.2 

60.09 

29.06 

Lucent  Technologies 

179.2 

-82.7 

216.7 

37.5 

67.98 

11.02 

Oracle 

140.6 

-61.0 

230.3 

89.7 

40.81 

16.06 

Sun  Microsystems 

104.4 

-63.5 

164.5 

60.1 

47.09 

18.44 

Texas  Instruments 

93.8 

-63.2 

148.4 

54.7 

90.88 

31.51 

Motorola 

91.6 

-74.3 

123.3 

31.8 

57.42 

■  

14.49 

AT&T 

98.9 

-58.6 

173.2 

84.3 

54.19 

22.42 

Yahoo! 

97.7 

-91.0 

96.3 

8.6 

178.06 

15.31 

WorldCom 

95.2 

-64.3 

132.5 

47.4 

i  ■ — — 

46.69 

16.44 

Dell  Computer 

68.0 

-51.7 

131.5 

63.5 

51.25 

24.38 

EMC 

57.6 

-42.6 

135.7 

77.8 

65.16 

35.30 

Qualcomm 

57.7 

-59.9 

96.4 

38.7 

136.13 

51.31 

Nextel  Communications 

44.9 

-80.1 

56.0 

11.1 

79.81 

14.63 

Broadcom 

43.7 

-84.3 

51.8 

8.1 

243.06 

34.56 

Veritas  Software 

41.8 

-63.1 

66.2 

24.4 

168.69 

59.69 

JDS  Uniphase 

41.3 

-59.8 

69.0 

27.8 

138.00 

24.56 

Level  3  Communications 

38.5 

-86.6 

44.5 

6.0 

130.19 

16.19 

CMGI 

37.0 

-97.0 

38.2 

1.1 

136.44 

3.28 

Sycamore  Networks 

36.8 

-91.6 

40.1 

3.4 

170.00 

12  38 

Sprint  PCS 

36.7 

-67.5 

54.4 

17.7 

59.50 

18.90 

Applied  Materials 

35.6 

-47.7 

74.6 

39.0 

96.53 

48.19 

Sprint  F0N 

35.6 

-66.1 

53.8 

18.2 

61.38 

20.56 

Morgan  Stanley  DW 

350 

-35.5 

98.7 

63.7 

86.63 

57.00 

Prices  as  of  Mar.  14.  Sources:  FT  Interactive  Data  and  Market  Guide  via  FactSet  Research  Systems. 

Technologies,  which  boasted  a  « 
ization  of  $6.9  billion  but  had  01 
million  in  sales. 

Look  at  the  overvaluation  froil 
other  perspective:  The  169  compl 
had  a  combined  capitalization 
trillion  but  less  than  $76  billion  in  I 
bined  revenues.  These  bubble  si 
had  a  price-to-sales  ratio  (PSR) 
versus  2  for  the  Dow  industrials. 

In  a  rational  world,  investors 
stocks  based  on  what  companit 
likely  to  earn  within  the  next  few 
It  would  have  taken  decades  b 
companies  that  were  selling  at  27 
sales— and  with  little  prospect  of  tu 
revenues  into  meaningful  pro 
could  have  ever  justified  the  bets 
on  them  last  year. 

With  the  tulip  bulb  mania  ovi 
$2  trillion  combined  valuation  for 
169  flighty  companies  is  now  $57 
lion.  Akamai  is  down  to  $1.2  bl 
Priceline  to  $369  million,  Inter 
Technologies  to  $293  million. 
61  of  those  169  qualify  for  this 
Market  Value  list  (minimum,, 
billion). 

The  bubble  valuations  still  \ 
ghostly  presence  on  the  Forbes 
rankings  this  year:  Where  they 
their  inflated  stock  to  acquire  oth 
flated  companies,  they  wound  up 
huge  asset  accounts.  PSINet,  for  t 
pie,  lost  $2  billion  last  year  and  nc 
a  market  value  of  $130  million.  Il 
onto  the  Assets  list  in  443rd  place 
$5.6  billion  in  assets.  But  almost  a 
of  PSINet's  assets  are  goodwill  and 
intangibles. 

For  additional  information, 
www.forbes.com/ 500s. 
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x  as  stayi  ng  there 


CO 

D 


D 
CD 


CO 

Q_ 

O 

CD 


CD 
c 


CD 

CD 


For  every  company 
that's  ever  reached  the  top, 
the  challenge  to  stay  there  has 
always  been  the  ultimate  test. 
And  after  nearly  a  century  of  lending 
and  leasing  to  businesses  and  consumers,  CIT 
stands  poised  with  new  and  expanded  resources  to 
help  our  customers  meet  each  challenge  that  lies  ahead. 
CIT  serves  a  myriad  of  industries  with  leadership 
positions  in  industries  ranging  from  Rail  and  Technology  to  Business 
Aircraft  and  Small  Business  lending. 

And  with  our  recent  growth,  CIT  has  invested  in  providing  customers 
with  a  level  of  service  that  fully  integrates  the  newest  technology  with  the  highest 
degree  of  dedication  and  expertise. 

So  though  we  take  understandable  pride  in  our  journey  to  the  top,  we  never 
forget  that  our  success  will  always  be  measured  by  an  unwavering  commitment  to 
the  success  of  our  customers. 

Discover  why  today's  business  leaders  put  their  trust  in  today's 
financing  leader. 


CiT 


CIT 

NYSE  ©2001  The  CIT  Group,  Inc. 


CIT.com 


RANK 

SALES 

% 

RANK 

SALES 

% 

00 

99 

COMPANY 

(SMIL) 

CHANGE 

00 

'99 

COMPANY 

(SMIL) 

CHANGE 

1 

4 

Exxon  Mobil 

208,083 

28.1 

26 

19 

Compaq  Computer 

42,383 

10.0 

2 

2 

Wal-Mart  Stores 

191,329 

15.9 

27 

15 

Sears,  Boebuck 

40,937 

-0.3 

3 

1 

General  Motors 

184,632 

4.6 

28 

33 

Merck 

40.363 

23.4 

4 

3 

Ford  Motor 

170,064 

5.9 

29 

■ 

El  Paso 

39.963 

89.9 

5 

5 

General  Electric 

129  853 

16.3 

30 

26 

McKesson  HBOC 

39  938 

11.5 

6 

■ 

Citigroup 

111.826 

14.8 

31 

18 

Procter  &  Gamble 

39,595 

1.0 

7 

17 

Enron 

100,789 

151.3 

32 

23 

WorldCom 

39,090 

5.3 

8 

6 

IBM 

88,396 

1.0 

33 

36 

Motorola 

37,580 

21.5 

9 

8 

AT&T 

65,431 

9.8 

34 

25 

Kmart 

37,028 

3.1 

10 

■ 

Verizon  Commun 

64,707 

11.2 

35 

31 

Target 

36.903 

9.5 

11 

9 

Philip  Morris  Cos 

63,276 

2.5 

36 

22 

Albertson's 

36.762 

-1.9 

12 

■ 

JP  Morgan  Chase 

60,065 

15.8 

37 

58 

Berkshire  Hathaway 

33.976 

41.4 

13 

11 

Bank  of  America 

57,772 

11.9 

38 

38 

Intel 

33,726 

14.8 

14 

12 

SBC  Communications 

51.476 

4.0 

39 

37 

Costco  Wholesale 

33.427 

13.1 

15 

10 

Boeing 

51,321 

-115 

40 

50 

Goldman  Sachs  Group 

33,000 

30.1 

16 

27 

Texaco 

50,100 

43.2 

41 

34 

JC  Penney 

32,649 

0.4 

17 

■ 

Hewlett-Packard 

49,057 

12.0 

42 

61 

Cardinal  Health 

32,515 

39.6 

18 

13 

Kroger 

49,000 

8.0 

43 

68 

Conoco 

32.513 

58.2 

19 

66 

Duke  Energy 

48,911 

125.0 

44 

■ 

MetLife 

32,337 

26.9 

20 

35 

Chevron 

46.532 

47.5 

45 

40 

Safeway 

31*77 

10.8 

21 

16 

American  Intl  Group 

45,972 

13.1 

46 

52 

Dell  Computer 

31388 

26.2 

22 

21 

Home  Depot 

45,738 

19.0 

47 

■ 

Lucent  Technologies 

31,589 

3.1 

23 

29 

Morgan  Stanley  DW 

45413 

33.9 

48 

41 

Ingram  Micro 

30,715 

9.4 

24 

28 

Merrill  Lynch 

44,872 

287 

49 

70 

USX-Marathon 

30,143 

48.9 

25 

24 

Fannie  Mae 

44,089 

19.3 

58 

56 

Freddie  Mac 

29,969 

23.5 

■  Not  ranked  in  1999 

The  Forbe 
Sales  50C 
posted  to 
revenues 
$7  trillion 
year,  a  14. 
increase ( 
1999.  Ittc 
$2.9  billio 
in  revenue 
to  make  \\ 
year's  list. 
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 Rl 

iNK 

SALES 

°/o 

CHANGE 

RANK 

SALES 

% 

RANK 

SALES 

(SMIL) 

'00 

'99 

COMPANY 

|  00 

'99 

COMPANY 

CHANGE 

00 

39 

COMPANY 

fi 

51 

44 

llnifpri  Parrpl  ^nruirn 

VIII 1  LU  ral  '.LI  OCI  VILC 

29,771 

10.1 

101 

96 

FedEx 

19,041 

9.6 

151 

143 

Anhpucpr- Ri i cr h  Pnc 
MllllcUdd  DloLII  l/Ud 

12,262 

52 

 ■ 

Pfizer 

29  574 

£3.314 

r  n 

o.u 

102 

90 

Rprcnn  Rriincujio* 

18.992 

6.7 

tsz_ 

159 

HIllCI  loUUlLL  ntJdllM 

12  088 

53 

107 

uynugy 

29  445 

on  p 

103 

128 

Arrhor  llaniplc 

18  9G1 

XO,3DX 

4.9 

153 

241 

Ampraria  liacc 
Hllltn  dud  ricsa 

11,993 

54 

108 

Rpliant  Fnprfv 

29,339 

P1  7 

104 

80 

Loews 

18,889 

-0.9 

154 

"l72~ 

UnucchnlH  Intl 
nuubtnuiu  ihii 

11,961  : 

55 

39 

Hnlnhi  Autnmntiup  Que 
UCIUIII  MUIUIIIUIIVL  oyo 

29,139 

-0.2 

105- 

105 

18,779 

18.1 

155 

111 

Uallihiirtnn 
ndiiiuui  i uu 

11,944 

55 

42 

fnhn^nn  JC  Inhn^nn 

VUlllloUII  Ot  (JUIIIIdUII 

29,139 

6.1 

106 

79 

Xerox 

18,632 

-3.1 

156 

150 

llninn  Parifir 

UlllUll  rdLIIll, 

11,878 

57 

45 

All  eta  tp 

MIIAIdlC 

29 134 

8.1 

107 

89 

Fpripratpri  flpnt  ^trc 

18,407 

3.9 

157 

173 

Tpvac  Inctrumpntc 
icAdi  ■Ml uiiiciiia 

11875 

58 

86 

lltilirnrn  llnitPrl 

UI31it#Uip  UIIIICU 

2B  975 

XO,0 1  *l 

55  6 

108 

71 

18,216 

-9.9 

158 

242 

11,764 

59 

46 

riii  Pnnt  rip  Mpmniirc 
uu  rum  ul  nuuiuuib 

2B  2KB 

5.0 

109 

■ 

nidi  llldbla 

18,144 

10.5 

159 

171 

Friicnn  IntPrnatinnal 

CUFoUN  np  lldllUlldl 

11,635 

GO 

55 

IntPrnatinnal  Pa  nor 

IIIICI  HdllUlldl  rdUCI 

28,180 

14.7 

110 

72 

^Ara  1  pp 

17,850 

-4.7 

160 

158 

(Iff  i r p  ripriftt 

11,570 

ox 

O  J 

U/pllc  Firpn 

27  5fifl 

?R  5 

111 

98 

Snrint  FON 
opiini  run 

17  BRA 

Xf  ,ooo 

3.9 

161 

149 

Tpnpt  Upalthparp 
IUIIUI  nLdlillLdlt 

11,569 

K? 
o*. 

47 

Actnd 

?K  B14 

XO,OXO 

1  A 

112 

102 

Inhncnn  Cnntrnlc 

17  291 

4.3 

162 

164 

PapifiParp  Un^lth 
rdtiiiudic  ntdiiii 

11,468 

MnitpH  Tpphnnlntfipc 
UllllcU  iclllllUlUglco 

2R  5B3 

in  ? 

113 

100 

TRW 
inn 

17231 

1.5 

163 

157 

Mnrthufpct  Airlinoc 

11,415 

64 

OH 

1  ohmsn  Rrnc  Unlriintf 
Lcllllldll  DIU3>  nuiunig 

2B  447 

00.0 

114 

■ 

11^  Ranrnrn 
uo  DalllfUl  |l 

17  07B 

14  2 

164 

■ 

11,409 

65 

54 

Pnnflfra  Fnnric 
IfUIIMgld  rUUUo 

26,271 

5.5 

115 

119 

IBP 

16,950 

12.1 

165 

■ 

Ap*ilpnt  Torhnn Inoinc 
Hgllclll  IclillllUIUglO 

11.368 

66 

53 

RplKnuth 

DCIIwUUI  II 

26,151 

3.7 

116 

75 

Ravthpnn 
nay  I  nH 

16,895 

-14.8 

166 

142 

lavK  R" Ik 

11,332 

67 

59 

Walt  Iticnpv 

25,993 

9.1 

117 

109 

nplta  Air  1  inpc 

Utild  Mil  klllCd 

16,741 

12.5 

167 

154 

Ampriran  Rpnpral 

HIIICMUdll  UCIICIdl 

11,063 



CO 
oo 

to 

1  nrlfhopfl  Martin 

LUlKllGGU  IFIdMIII 

25  129 

-n  r 

u.o 

118 

106 

Minn  Mining  &  Mf  ft 
miiin  milling  ot  in ■  g 

16,724 

6.8 

168 

170 

Orsclc 

10,970 

to 

DdllH  UIIC 

25  IBB 

XO,XOO 

0.1 

119 

101 

UrA-Thp  Upahnrarp  Cn 
nuri  iw  ncdiiiiMiic  i#u 

16,670 

0.1 

169 

163 

FN  Lillv 
tn  Liny 

10.862 

70 

fin 

uu 

llnnpuu/pll 
nuiicy  Well 

25  023 

120 

129 

VjvlluinuilMlllullo 

16,610 

26.0 

170 

167 

Mannnujpr 
mdlipu  YVLl 

10,843 

71 

115 

Tosco 

24,545 

70.9 

121 

139 

Wpvprhapncpr 
vrcyci  iidcusci 

15,980 

30.3 

171 

162 

Pirrnit  Pitv  ^tnrpc-ft 

wlllfUH  vlljf  oiuico  u 

10,757  ' 

7? 

00 

Firct  llninn 
rll al  UlllUll 

24  349 

1U.0 

122 

114 

Fmprcnn  Flpptrip 

blllCOUII  LILLIIIL 

15,921 

10.7 

172 

186 

O  I  dUlr  b 

10.674  i 

71 

1  m 

1  IU 

iciotu  oyslclilo 

23  920 

fi 

J  J  u 

123 

121 

Wachindtnn  Mutual 
fffaaniiigiuii  muiudi 

15,766 

16.2 

173 

283 

Annlipri  MatPrialc 

HUpilcU  ITIdlClldld 

10,573  j 

74 

64 

Mirrncnft 
■niifi  Usui  i 

 ;  

23,845 

9.1 

124 

113 

Pnra-Pnla  Fntprnricpc 

uUld  l#Uld  blllCI  |JI  I9C9 

14,750 

2.4 

174 

161 

Hrpat  A  A  P  Tpa 

U!  t'dl  MOtr  ILd 

10  483 

75 

62 

Ampriran  Fvnrpcc 

MIHCIIbdll  bAUICao 

23,675 

■i  7 
o.  / 

125 

124 

Uartfnrri  Finl  ^pruirp 
ndi  i  iui  u  rim  on  viuc 

14,703 

8.7 

175 

165 

Uiimana 
nuuidiid 

10,395  i 

76 

81 

Qiinprvalu 

■J  Up  til  VdlU 

23,249 

22.4 

126 

211 

Valprn  Fnprp*v 

14,671 

84.3 

176 

185 

fipnoral  nvnamirc 

UCIICIdl  WjlldllllLO 

10,359 

77 

f  f 

00 

Hnu/  Phpmiral 

UUW  UllCllllUdl 

23  00ft 

C  1.0 

127 

116 

Mau  llpnt  Ctnrpc 
may  ucjll  3IUIC9 

14  511 

l%vll 

4.7 

177 

156 

Whirlnnnl 

10,325 

7fl 

R7 

0 1 

PR£F 

22  945 

R  R 

0.0 

128 

112 

Flpmintf  Pnc 
ntfllllllg  %tUa 

14,444 

-1.4 

178 

200 

Rpar  Ctparnc  Pnc 
DCdl  Olcdllld  bUo 

10,277  ! 

74 

1  m 

1UO 

22  936 

4n  5 

129 

135 

uuuuycdi 

14,417 

11.9 

179 

187 

Pnmnutpr  ^ripnrpc 

l/UllipUICI  OL/lCllLci 

10,202 

80 

74 

FlpptRnctnn  Finl 
rittCiDUdiuii  run 

22,608 

12.9 

130 

151 

Ultramar  niamnnri 
unidiiidi  uiaiiiunu 

14,292 

29.0 

180 

179 

March  JL  Mrl  pnnan 

ITI al  911  OC  tit  L  LC II 1  Idll 

10,157  | 

81 

94 

Rpnrp*ia-Parif  ir  firnun 
ucuigid  rdLiiiL  uiuuu 

22,076 

24.1 

131 

127 

Mprinnalri'c 
mouiliiaiii  o 

14,243 

7.4 

181 

■ 

Fluor 

10,114 

82 

97 

TXU 

22,009 

28.6 

132 

144 

Rpct  Rnv 
Dcoi  ouy 

14,180 

21.9 

182 

204 

WilliAmc  Pnc 

milldlll3  wU3 

10,110 

83 

85 

Walp>ppn 

vTdlgl  ecu 

21.998 

18.0 

133 

138 

14,073 

13.2 

183 

169 

1  imitPff 

LI!  IN  ICU 

10,105 

84 



7fi 

llnitpriUpalth  firnun 

VIII  i  cuncai  1 II  UIUUU 

21,122 

8.0 

134 

118 

Factman  Knriab 
tdsiiiidii  nuuaH 

13,994 

-0.7 

184 

■ 

^niithpr n  Pn 

OUU  1 IICI II  vU 

10,066 

85 

122 

Phillinc  Pptrnlpum 
niuiiuo  rciiuicuiu 

20,835 

53.5 

135 

133 

Uimhprlv-Plarli 
niinuci  ly  uiam 

13,982 

7.5 

185 

192 

Marrintt  Intl 

rrldl  1 IU 1 1  lllll 

10,017 

Bfi 

DD 

88 

20,645 

12.9 

136 

120 

Ritp  Airi 
niic  hiu 

13,915 

6.0 

186 

191 

FntprP^/ 

10,016 

B7 

Of 

AntnNatinn 
MUiundiiuu 

20,610 

2.5 

137 

130 

Ahhnrt  1  ahnratnripc 

HUUIIII  UdlJUl  dl  Ul  It  5 

13,746 

4.3 

187 

174 

lllinoic  Tnnl  Workc 

IIIIIIUI3  IUUI  IIUIRS 

9,984 

oo 

7R 

/  0 

Pnra-Pnla 

20  458 

0.0 

138 

■ 

Ampriran  Flprtrir 
Hlllcl  ILdll  LIcLll  It 

13  694 

10.4 

188 

197 

Pnntinpntal  Airlinpc 

l/UIIIIIICIIIdl  Hllllllca 

9,889 

89 

69 

PpnciPn 

20,438 

0.3 

139 

145 

Gap 

13,673 

17.5 

189 

178 

JLIICl  lllg  r  lUUgll 

9,815 

90 

99 

Tprh  llata 
■Cloll  Udld 

20,428 

20.2 

140 

223 

flrriripntal  Pptrnlpum 

ULLIUCIIIdl  rcllUICUIII 

13,574 

78.4 

190 

196 

Aflac 

9,720 

91 

77 

Patprnillar 

\*d(CI  Ullldi 

20,175 

2.4 

141 

146 

Dpprp  JL  Pn 

UCCIC  OC  Vll 

13,478 

15.9 

191 

195 

Hatpu/av 

U  d  I C  ri  a  j 

9,601 

a? 

Q? 

CVS 

WWW 

20  088 
xo,ooo 

n  n 

11. u 

142 

■ 

Mirant 
mil  dhi 

13,289 

486.7 

192 

190 

TJX  Cos 

9,579 

93 

136 

Via  mm 

¥  IdUUIII 

20.044 

55.9 

143 

123 

Ampriran  Unmp  Prnri 
miiici  luaii  nuiiic  n  uu 

13,263 

-2.1 

193 

176 

llnumPrnvi  ripnt 

VI IU N 1  r  I  UVIUCMI 

9,438 

94 

84 

19  944 

fi  ? 

144 

117 

Winn-llivip  Ctnrpc 
If  lull  UIHIC  OIUI  Lb 

13,157 

-6.8 

194 

237 

Pnncnliriatpri  Friicnn 

vUlloUIIUdl CU  LUIoUII 

9,431 

OO 

O  J 

AMR 

19  703 

13,1  UO 

1 1  1 

11.1 

145 

148 

Tovtrnn 
It  All  UN 

13  090 

13.0 

195 

181 

Pnlo*atP-Palmnliup 
UUIgdlc  rdllllUIIVc 

9,358 

96 

160 

Qnlprtrnn 

OUICLIIUII 

19  495 

flp  i 

OO. H 

146 

175 

Arrnui  Flprrrnnipc 
Hlluw  tlttnuiiltb 

12,959 

39.2 

196 

177 

nv  nciiix 

9,308 

97 

Victpnn 

¥ lol  CUM 

19  4G7 

U.J 

147 

152 

rtplhaiTP  Ampripa 
ucmaiic  Hint i  ltd 

12.670 

16.5 

197 

166 

CillpttP 

UIIICI 1 C 

9,295 

98 

93 

UAL 

19,352 

7.4 

148 

132 

Waste  Management 

12,492 

-43 

198 

188 

NIKE 

9,270 

99 

87 

Electronic  Data  Sys 

19,227 

3.7 

149 

126 

Dana 

12,460 

-6.1 

199 

199 

US  Airways  Group 

9,269 

100 

131 

Sun  Microsystems 

19,181 

45.9 

150 

206 

Sunoco 

12,426 

49.6 

200 

293 

Dominion  Resources 

9,260 

i  Not  ranked  in  1999. 


To  view  the  complete  Sales  500  list,  visit  the  Forbes  500s  center  at  www.forbes.com/500s. 
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Making  Hue  contact 
uith  your  e-customers 

should  neuer  be  this  difficult 


If  "live"  e-interaction  with 
your  customers  seems  like  an 
alien  concept,  look  to  PRC. 
Unlike  data-only  Web  sites, 
your  e-customers  can  now 
"talk  live"  to  us  -  24  hours  a 
day,  from  virtually 
anywhere.  In  effect,  giving 
you  instant,  direct  contact 
with  the  people  who  matter 
most:  your  customers.  If 
you're  searching  the  heavens 
for  a  solid,  established 
company  capable  of  giving 
you  state-of-the-art 
e-commerce  customer  care 
technology  -  plus  integrated 
solutions  in  traditional 
teleservices,  fulfillment  and 
data  management  -  visit 
www.prcnet.com  or  call 
800-666-4PRC  Make  PRC 
your  first  point  of  contact. 


PROFITS 

% 

.  BJ 

NK  

PROFITS 

% 

00 

99 

COMPANY 

(SMIL) 

CHANGE 

00 

'99 

COMPANY 

(SMIL) 

CHANGE 

1 

4 

Exxon  Mobil 

15,990.0 

102.1 

26 

25 

Wells  Fargo 

4,026.0 

7.4 

2 

. 

Citigroup 

13,519.0 

18.9 

27 

37 

Merrill  Lynch 

3,784.0 

44.5 

3 

1 

General  Electric 

12,735.0 

18.8 

28 

■ 

Pfizer 

3,726.0 

-24.8 

4 

■ 

Verizon  Commun 

10.810.0 

30.3 

29 

26 

Procter  &  Gamble 

3,618.0 

-2.9 

5 

9 

Intel 

10,535.0 

44.0 

30 

51 

FleetBoston  Finl 

3/420.0 

67.8 

6 

3 

Microsoft 

9,999.0 

14.3 

31 

64 

Berkshire  Hathaway 

3,328.0 

113.7 

7 

8 

Philip  Morris  Cos 

0,510.0 

10.9 

32 

39 

Cisco  Systems 

3,109.0 

23.6 

8 

6 

IBM 

8,093.0 

4.9 

33 

74 

Texas  Instruments 

3,087.0 

119.6 

9 

11 

SBC  Communications 

7,987.0 

21.2 

34 

■ 

Hewlett-Packard 

3.072.0 

1.9 

10 

15 

AT&T 

7,738.0 

41.5 

35 

36 

Goldman  Sachs  Group 

3,067.0 

13.3 

11 

5 

Bank  of  America 

7,517.0 

36 

34 

Eli  Lilly 

3,057.8 

12.4 

12 

13 

Merck 

8.821.7 

15.8 

37 

120 

United  Parcel  Service 

2,334,0 

232.3 

13 

54 

Oracle 

6,618.6 

239.8 

30 

■ 

US  Bancorp 

24175.6 

20.7 

14 

14 

Wal-Mart  Stores 

6,295.0 

12.9 

39 

40 

American  Express 

2J10.0 

13.5 

15 

■ 

JP  Morgan  Chase 

5,727.0 

-23.7 

40 

41 

Abbott  Laboratories 

2.786.0 

13.9 

16 

17 

American  Inrl  Group 

5.636.1 

11.5 

41 

■ 

AT&T  Liberty  Media 

2,755.0 

D-P 

17 

18 

Morgan  Stanley  DW 

5,456.0 

13.9 

42 

43 

Home  Depot 

2.581.0 

11.3 

18 

10 

Ford  Motor 

5,410.0 

-16.8 

43 

89 

Texaco 

2,542.0 

116.0 

19 

48 

Chevron 

5,185.0 

150.5 

44 

46 

Freddie  Mac 

2,539.0 

14.5 

20 

20 

Johnson  &  Johnson 

4,800.0 

15.2 

45 

47 

Schering-Plough 

2^423.0 

14.8 

21 

20 

Bristol-Myers  Squibb 

4,711.0 

13.1 

46 

7 

du  Pont  de  Hemours 

2,314.0 

-69.9 

22 

12 

General  Motors 

4,452.0 

-25.8 

47 

106 

Applied  Materials 

2,294.6 

124.8 

23 

24 

Fannie  Mae 

4,416.1 

12.6 

48 

381 

Tele  &  Data  Systems 

2,271.3 

500.0* 

24 

30 

BellSouth 

4,2200 

22.4 

49 

61 

Dell  Computer 

2,236.0 

34.2 

25 

23 

WorldCom 

4,174.0 

5.7 

50 

35 

Allstate 

2,211.0 

-18.7 

■  Not  ranked  in  1999.  D-P:  Deficit  to  profit. 

This  yeartt 
Forbes  Pra 
500  mayh 
a  hard  time 
matching  li 
year's  resu 
In  2000  toi 
profits  of  tli 
companies 
rose  10%  tc 
$496  billioi 


244    FORBES"  April  16,  2001 


Jitntnie  D.  Fore, 
Ernest  N.  Morial 
Convention  Center- 
New  Orleans 


Unlimited  Partnership  with: 

Ernest  N.  Morial  Convention  Center- 
New  Orleans 

Since: 

1984 

Managed  Services: 

Complete  full-service  catering 
for  two  ballrooms  and  140 
meeting  rooms,  plus  the  500-seat 

Atrium  Restaurant,  150-seat 
Lagniappe  Food  Court,  225-seat 
Jazz  City  Cafe  and  1 7  themed 
Exhibit  Hall  Cafes. 

Value  Created: 

•  One  million  visitors  annually. 

•  Rated  one  of  the  world's  "best 
food"  convention  centers. 

Jimmie  D.  Fore, 
President  /  Genera!  Manager, 
Morial  Convention  Center: 

"Our  ARAMARK  team  has  become 
part  of  our  marketing  strategy. 
Their  talent,  resourcefulness  and 
'no  limits'  approach  to  food  has 
helped  us  land  and  retain  the  biggest 
trade  shows  in  the  U.S.  and  deliver 
on  the  city's  unique  legacy  of 
world  class  food  experiences. " 

Leon  West, 
ARAMARK  Executive  Chef, 
Sports  &  Entertainment  Services: 

"Every  day  is  an  adventure.  Some  days 
we  go  gumbo  and  jambalaya.  Some 
days,  Creole  salad  and  crawfish 
etouffee.  Other  days  racks  of  veal 
and  filet  mignon.  It's  whatever  our 
guests  want.  Wlien  the  trade  show  or 
corporate  event  ends,  we  want  to 
hear  'We'll  be  back!'  And  we  want 
the  food  to  be  one  of  the  reasons. " 

To  learn  more  about  ARAMARK 
Unlimited  Partnerships  visit  our  website 
at  www.aramark.com  or  call 
1-800-ARAMARK. 

ARAMARK®  Managed  Services  for 
Business,  Government,  Healthcare, 
Sports  and  Entertainment, 
and  Educational  Institutions  include: 
Eood  and  Support  Services, 
Uniform  and  Career  Apparel, 
Child  Care  and  Early  Education. 
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Managed  Services,  Managed  Better. 
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In  today's  economy,  people  are  your  only  true  source  of 
value.  Your  stability  and  continued  success  depend  on  them. 
So  you  have  to  hold  on  to  your  best  people.  Their  skills. 
Their  ideas. 

We  can  help  you  do  that.  Arthur  Andersen  can  show  you 
ways  to  attract,  manage,  and  retain  today's  most  important 
resources — people.  We  offer  a  comprehensive  range  of 
services  that  allow  you  to  strategically  manage  human 
resources,  develop  leaders,  and  keep  them. 

Then  they  can  lead  you  into  the  future.  And  that's  true  value. 


.arthurandersen.com  ArthurAndersen 


>urance  •  Business  Consulting  •  Corporate  Finance  •  eBusiness  •  Human  Capital  •  Legal  Services  •  Outsourcing  •  Risk  Consulting  •  Tax  Services* 


"Note:  The  service  offered  in  particular  areas  may  develop  on  local  regulations. 

In  some  locations,  legal  and/or  tax  services  are  provided  by  Andersen  Legal, 

the  nternational  network  of  law  firms  that  is  associated  with  Andersen  Worldwide  SC 
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ARE 

MIND  YOUR  OWN  BUSINESS.  ANYWHERE. 

The  mobile  commerce  capability  from  Blue  Martini  Software  provides  access  to  any  information, 
anywhere  you  interact  with  a  customer.  For  example,  most  retailers  agree  it's  tough  to  keep  experienced 
salespeople.  But  with  Blue  Martini  and  a  wireless  device,  new  salespeople  can  find  out  more  about  the 
product,  cross-sell  and  up-sell  possibilities,  even  past  buying  behavior.  Or  business  customers  can  use 
a  cell  phone  to  find  out  what  they  want  — from  checking  contract  terms  to  inquiring  about  product 
availability.  Instantly.  To  find  out  how  to  expand  your  sales  horizons,  visit  www.bluemartini.com/mobile. 

©  2001  Blue  Martini  Software.  All  rights  reserved.  Blue  Martini  and  the  Blue  Martini  Software  logo  are  trademarks  of  Biue  Martini  Software,  inc 
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19.992 

64 

61 

CIT  Group 

40,690 

8.0 

114 

103 

Huntington  Bancshs 

28,599 

-1.5 

164 

169 

Sprint  PCS 

19.763 

65 

63 

Intel 

47,945 

9.3 

115 

111 

Caterpillar 

28,464 

6.9 

165 

374 

NiSource 

19,697 

1 

66 

28 

Aetna 

47,446 

-58.0 

116 

295 

NTL 

28,384 

132.4 

166 

175 

Target 

19,490 

67 

70 

Fifth  Third  Bancorp 

45,057 

10.3 

117 

118 

Popular 

28,657 

10.2 

167 

'  

■ 

VoiceStream  Wireless 

19,430 

5 

60 

59 

Walt  Disney 

45,002 

-1.2 

118 

■ 

Southern  Co 

28,642 

6.3 

160 

212 

Occidental  Petroleum 

19,414 

69 

67 

SouthTrust 

45,147 

4.4 

119 

117 

Dow  Chemical 

27,645 

8.4 

169 

139 

GPU 

19.262 

 . 

70 

73 

TXU 

44,990 

10.4 

120 

114 

Jefferson-Pilot 

27,321 

3.3 

170 

■ 

VeriSign 

19,160 

71 

68 

Regions  Financial 

43,600 

2.3 

121 

108 

Raytheon 

26,777 

-4.7 

171 

■ 

Adelphia  Commun 

19,058 

72 

80 

Motorola 

42,343 

13.4 

122 

■ 

Pharmacia 

26,656 

-2.0 

172 

154 

Norfolk  Southern 

18,976 

73 

97 

International  Paper 

42,109 

39.1 

123 

124 

AMR 

26,198 

7.5 

173 

221 

Capital  One  Financial 

18,089 

74 

84 

Boeing 

42,010 

16.2 

124 

122 

Marshall  &  llsley 

26,078 

7.0 

174 

143 

Waste  Management 

18,565 

- 

75 

76 

Comerica 

41,985 

8.6 

125 

130 

Honeywell 

25,917 

NA 

175 

158 

First  Tennessee  Natl 

18,555 

76 

71 

Chevron 

41,264 

1.5 

126 

126 

Dime  Bancorp 

25,680 

7.4 

176 

160 

Delphi  Automotive  Sys 

18.521 

77 

75 

St  Paul  Cos 

41,075 

5.7 

127 

134 

Entergy 

25.565 

11.2 

177 

182 

BancWest 

18457 

70 

78 

UnumProvident 

40,364 

5.0 

128 

123 

United  Technologies 

25,364 

4.1 

178 

173 

PepsiCo 

18,339 

H 

79 

119 

Williams  Cos 

40,197 

59.0 

129 

129 

Chubb 

25,027 

6.3 

179 

■ 

Banknorth  Group 

18,234 

00 

87 

Merck 

39,910 

12.0 

130 

458 

JDS  Uniphase 

24,945 

381.0 

180 

161 

Weyerhaeuser 

18.195 

01 

72 

du  Pont  de  Nemours 

39,426 

-3.3 

131 

110 

Compaq  Computer 

24,856 

-8.9 

181 

162 

Kroger 

18.190 

02 

66 

AmSouth  Bancorp 

30,936 

-10.3 

132 

112 

Cox  Communications 

24,721 

-7.1 

182 

187 

Temple-Inland 

18442 

03 

94 

MBNA 

30,670 

25.3 

133 

109 

MONY  Group 

24,575 

-0.7 

183 

186 

Conoco 

18427 

04 

■ 

El  Paso 

30,530 

NA 

134 

128 

Burlington  Santa  Fe 

24,375 

2.8 

184 

247 

Sun  Microsystems 

18,080 

05 

101 

Charles  Schwab 

38454 

30  2 

135 

147 

UAL 

24,355 

16.2 

185 

211 

Providian  Financial 

18,855 

06 

83 

Edison  International 

37,919 

18.0 

136 

■ 

Mirant 

24,136 

74.1 

186 

164 

FirstEnergy 

17.968 

07 

81 

Aflac 

37,232 

0.5 

137 

168 

Old  Kent  Financial 

23,842 

32.7 

187 

242 

E'Trade  Group 

17,741 

00 

85 

Procter  &  Gamble 

36,825 

2.3 

138 

138 

Sprint  FON 

23,649 

8.5 

188 

200 

Texas  Instruments 

17,720 

09 

86 

Sears,  Roebuck 

36,350 

1.3 

139 

156 

Charter  Commun 

23,044 

21.5 

189 

176 

Bristol-Myers  Squibb 

17,578 

90 

106 

Northern  Trust 

36.023 

25.5 

140 

157 

Nextel  Commun 

22,686 

23.2 

190 

180 

HCA-The  Healthcare  Co 

17,568 

91 

144 

Cisco  Systems 

35,881 

677 

141 

136 

Astoria  Financial 

22,337 

-1.6 

191 

391 

Corning 

17,526 

i 

92 

107 

Comcast 

35,745 

24.6 

142 

145 

Aon 

22,251 

5.3 

192 

170 

Fox  Entertainment 

17,521 

93 

89 

UnionBanCal 

35,162 

4.4 

143 

135 

Coca-Cola  Enterprises 

22,162 

-2.5 

193 

218 

ConAgra  Foods 

17,318 

94 

92 

Union  Planters 

34,721 

4.3 

144 

152 

Zions  Bancorp 

21,939 

8.2 

194 

172 

Federated  DeptStrs 

17,012 

95 

223 

Exelon 

34,597 

163.7 

145 

153 

Delta  Air  Lines 

21,931 

10.4 

195 

192 

Consolidated  Edison 

16,767 

96 

100 

PG&E 

33,891 

7.6 

146 

■ 

Xcel  Energy 

21,769 

20.5 

196 

195 

Hibernia 

16,698 

97 

■ 

Pfizer 

33,510 

6.8 

147 

146 

McDonald's 

21,700 

3.4 

197 

■ 

Anadarko  Petroleum 

16590 

3 

90 

113 

Sovereign  Bancorp 

33,458 

25.7 

140 

132 

United  Parcel  Service 

21,662 

-6.0 

190 

■ 

National  Commerce  Banc 

16,553 

99 

■ 

Hewlett-Packard 

33,379 

NA 

149 

392 

Dynegy 

21,406 

228.1 

199 

163 

TRW 

16,467 

100 

93 

Charter  One  Finl 

32,971 

3.6 

150 

177 

Home  Depot 

21,385 

25.2 

200 

188 

American  Finl  Group 

16,381 

■  Not  ranked  in  1999.  NA:  Not  available. 


I^jl  To  view  the  complete  Assets  500  list,  visit  the  Forbes  500s  center  at  www.forbes.com/500s, 
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Four  Seasons 

To  ensure  your  complete  and  total  comfort,  we  consider  every  aspect  of  your  room. 
From  the  bed  —  custom-designed  to  our  own  exceptional  standards  —  to  the  hundreds 
of  details  that  ultimately  transform  your  room  into  a  truly  restful  environment: 
From  Chicago  to  Paris,  we  await  you  with  the  perfect  sanctuary.  Consult  your 
travel  counselor,  visit  www.fourseasons.com  or.  in  the  I  .S..  call  1-800-332-3442. 

Fifty  Hotels.  Twenty-Two  Countries.  One  Philosophy. 


'<D 211(11)  Fmir  Si-asolis       U  Limiin 


MARKET  VALUE  % 

RANK 

MARKET  VALUE  % 

00 

99 

COMPANY 

(SMIL) 

CHANGE 

00 

'99 

COMPANY 

(SMIL) 

CHANGE 

1 

3 

General  Electric 

406,525 

-6.3 

26 

37 

Bank  of  America 

83,147 

15.6 

2 

1 

Microsoft 

288,111 

-45.2 

27 

58 

Wells  Fargo 

79,834 

52.5 

3 

5 

Exxon  Mobil 

286,348 

7.0 

28 

17 

EMC 

77,819 

-42.6 

4 

■ 

Pfizer 

246,246 

13.1 

29 

33 

BellSouth 

76,116 

-13.4 

5 

■ 

Citigroup 

225,498 

22.1 

30 

46 

American  Home  Prod 

74,771 

15.7 

6 

8 

Wal-Mart  Stores 

210,827 

-1.6 

31 

60 

Fannie  Mae 

74,558 

46.1 

7 

4 

Intel 

195,245 

-51.3 

32 

67 

Abbott  Laboratories 

71,576 

49.5 

8 

22 

American  Intl  Group 

176,586 

37.3 

33 

82 

Viacom 

68,389 

81.3 

9 

19 

AOL  Time  Warner 

173,053 

28.5 

34 

50 

Amgen 

67,700 

11.0 

10 

9 

IBM 

167.206 

-11.4 

35 

69 

PepsiCo 

64,189 

43.5 

11 

16 

Merck 

165,986 

19.6 

36 

44 

United  Parcel  Service 

64.178 

-0.8 

12 

2 

Cisco  Systems 

147.347 

-68.9 

37 

28 

Morgan  Stanley  DW 

63.663 

-35.5 

13 

15 



SBC  Communications 

142,091 

-0.4 

38 

21 

Dell  Computer 

63,501 

-51.7 

14 

29 

Johnson  &  Johnson 

129,705 

31.7 

39 

■ 

Pharmacia 

61,963 

24.2 

15 

■ 

Verizon  Commun 

126,724 

-19.1 

40 

12 

Sun  Microsystems 

60,105 

-63.5 

16 

25 

Coca-Cola 

118,557 

5.4 

41 

■ 

Hewlett-Packard 

59,812 

NA 

17 

27 

Bristol-Myers  Squibb 

115,044 

10.9 



42 

86 

Qwest  Communications 

58.458 

63.7 

18 

71 

Philip  Morris  Cos 

105,977 

140.2 

43 

57 

Chevron 

57,396 

9.5 

19 

48 

Berkshire  Hathaway 

100,563 

60.1 

44 

36 

Walt  Disney 

56.355 

-22.5 

20 

23 

Home  Depot 

96,642 

-21.6 

45 

13 

Texas  Instruments 

54,667 

-63.2 

21 

6 

Oracle 

89.727 

-61.0 

46 

49 

Medtronic 

54,304 

-11.5 

22 

41 

Eli  Lilly 

86,599 

29.8 

47 

63 

Ford  Motor 

52,907 

6.8 

23 

38 

Procter  &  Gamble 

88,572 

22.7 

48 

53 

Schering-Plough 

52,295 

-4.6 

24 

■ 

JP  Morgan  Chase 

84.371 

-13.1 

49 

51 

American  Express 

51.024 

-9.9 

25 

10 

AT&T 

84,303 

-58.6 

50 

43 

General  Motors1 

48,643 

-26.4 

■  Not  ranked  in  1999.  NA:  Not  available. 'Includes  Class  H  stock. 

This  year's 
of  America' 
most  valuei 
companies 
worth  $10.; 
trillion,  a 
20.5%  decll 
from  last  yt 
But  five  ye; 
ago  the  grc 
was  worth 
only  $5  trill 
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RUNNING  WITH  THE  BULLS  IN  PAMPLONA 

KAYAKING  CLASS  V  RAPIDS 

CROSS-POLLINATING  TRADING  AND  WEB  EXPERTISE 

TO  FACILITATE  AN  ONLINE  PORTAL 

ENABLING  CUSTOMERS  TO  MAKE  REAL-TIME  ENERGY  TRANSACTIONS 

IN  RESPONSE  TO  MARKET  CONDITIONS 


{ 


whatever  gets  those  endorphins  going 


} 


;y,  what  gets  us  going  is  turning  the 
kes  of  the  energy  marketplace  into  upside 
lients.  In  fact,  we're  now  online  with 
nrect,  an  invaluable  e-tool  for  just  that 
enabling  clients  to  monitor  and  act 
eously  on  market  activity,  potentially 
;m  millions  in  energy  costs.  Our  business 
ng  energy  and  broadband  opportunities 

3gy.com  877-4-DYNEGY 

the  tangram  are  trademarks  of  Dynegy  Inc. 


to  our  clients.  We  do  it  with  unmatched  market 
savvy.  A  work  ethic  second  to  none.  A  passion  for 
original  thinking.  And  we  do  it  well.  In  just  15 
years,  Dynegy  (NYSE:  DYN)  has  become  a  company 
with  revenues  topping  $29  billion  and  we're  now 
included  on  the  S&P  500.  If  that's  enough  to  get 
your  adrenaline  going,  visit  us  at  www.dynegy.com. 
And  come  run  with  the  bulls. 


Dynegy 


MARKET  VA 


RANK 

UKDumiaiiir  0/ 

MI 

uumini  nr  0/ 

Ml 

IK  

MARKET  VALUE 
COMPANY                   (SMIL)  | 

nn 

uu 

'QQ 

PflMPANY 

'00 

COMPANY 

(SMIL) 

CHANGE 

'00 

'99 

51 

100 

Boeing 

48,411 

72.1 

101 

191 



Fifth  Third  Bancorp 

24,138 

70.3 

151 

307 

Dynegy 

14.824 

52 

64 

Enron 

47,389 

-3.5 

102 

68 

Genentech 

23,973 

-49.9 

152 

108 

Xilinx 

14,767 

53 

20 

WorldCom 

47,361 

-64.3 

103 

185 

AES 

23,967 

58.8 

153 

254 

Cabievision  Systems 

14,702 

54 

66 

du  Pont  de  Nemours 

45,429 

-5.6 

104 

74 

Charles  Schwab 

23.611 

-45.1 

154 

241 

State  Street 

14,614 

55 

121 

Walgreen 

42,884 

73.9 

105 

226 

CVS 

22,519 

88.4 

155 

85 

Computer  Associates 

14,361 

56 

88 

Minn  Mining  &  Mfg 

42,589 

31.1 

106 

164 

Lowe's  Cos 

22,504 

30.8 

156 

American  Electric 

14,358 

57 

76 

Merrill  Lynch 

42,579 

5.9 

107 

161 

First  Data 

22,434 

28.2 

157 

179 

Linear  Technology 

14,267 

58 

112 

Freddie  Mac 

42,476 

621 

108 

56 

Corning 

22,256 

-57.9 

156 

94 

Analog  Devices 

14,257 

59 

62 

Goldman  Sachs  Group 

40,409 

-19.8 

109 

MetLife 

21,870 

NA 

159 

228 

H J  Heinz 

14,247 

60 

99 

Bank  One 

39.544 

40.0 

110 

200 

Kohl's 

21,032 

55.2 

160 

375 

Hartford  Finl  Service 

14,126 

61 

■ 

US  Bancorp 

39.390 

16.3 

111 

136 

Williams  Cos 

20,202 

-5.8 

161 

258 

Phillips  Petroleum 

13,972 

62 

35 

Applied  Materials 

39,032 

-47.7 

112 

171 

VoiceStream  Wireless 

20,042 

20.1 

162 

342 

BB&T 

13,950 

63 

114 

Anheuser-Busch  Cos 

39,020 

50.1 

113 

79 

Gap 

19,883 

-49.3 

163 

325 

General  Dynamics 

13,915 

- 

64 

30 

Qualcomm 

38,661 

-59.9 

114 

362 

Exelon 

19,848 

186.3 

164 

281 

Baker  Hughes 

13,808 

65 

98 

Comcast 

38,335 

33.7 

115 

196 

Mellon  Finl 

19,805 

43.5 

165 



277 

Providian  Financial 

13,752 

66 

■ 

Lucent  Technologies 

37,500 

-82.7 

116 

230 

HCA-The  Healthcare  Co 

19,711 

66.7 

166 

145 

Maxim  Integrated  Prod 

13,609 

67 

40 

AT&T  Liberty  Media 

37,342 

-44.1 

117 

229 

American  General 

19,405 

64.1 

167 

139 

BEA  Systems 

13,554 

- 

68 

109 

Texaco 

36,838 

38.9 

118 

215 

Kroger 

18,789 

52.6 

168 

234 

Northern  Trust 

13,394 

69 

113 

Kimberly-Clark 

36,397 

39.0 

119 

174 

Illinois  Tool  Works 

18.767 

14.8 

169 

212 

Paychex 

13.323 

70 

75 

McDonald's 

35,951 

-16.2 

128 

189 

SunTrust  Banks 

18,694 

28.0 

170 



90 

EchoStar  Commun 

13,322 

71 

128 

United  Technologies 

35,302 

52.3 

121 

297 

UnitedHealth  Group 

18,418 

116.2 

171 

291 

Union  Pacific 

13,007 

- 

72 

■ 

El  Paso 

35,169 

80.5 

122 

 ' 

238 

PNC  Financial  Services 

18.358 

67.5 

172 

383 

Tenet  Healthcare 

13,012 

73 

102 

Automatic  Data 

34,117 

22.7 

123 

55 

Sprint  FON 

18,205 

-66.1 

i 

173 



Southern  Co 

12,996 

74 

127 

FleetBoston  Finl 

33,216 

43.2 

124 

160 

Halliburton 

18.077 

3.0 

174 

396 

Quaker  Oars 

12,896 

75 

126 

Bank  of  New  York 

32,872 

40.7 



125 

130 

Tellabs 

17,935 

-22.3 

175 

358 

Calpine 

12,730 

76 

140 

Clear  Channel  Commun 

32,811 

55.9 

126 

190 

Conoco 

17,920 

24.6 

176 

92 

Siebel  Systems 

12,719 

77 

91 

Gillette 

32,663 

1.8 

127 

72 

Juniper  Networks 

17,886 

-59.4 

177 

275 

Southwest  Airlines 

12,651 

78 

83 

Honeywell 

32,418 

-10.1 

128 

54 

Sprint  PCS 

17,676 

-67.5 

178 

218 

Campbell  Soup 

12.499 

79 

103 

Target 

31,872 

15.0 

129 

1  

208 

Sara  Lee 

17,550 

35.6 

179 

252 

Sears,  Roebuck 

12.498 

— 
80 

24 

Motorola 

31,750 

-74.3 

130 

Gemstar-TV  Guide  Intl 

17,427 

-11.1 

180 

pj 

Immunex 

12.315 

81 

120 

Colgate-Palmolive 

31.435 

27.0 

131 

186 

International  Paper 

17,121 

14.5 

181 

272 

General  Mills 

12.295 

82 

65 

Compaq  Computer 

30,993 

-35.9 

132 

269 

Sysco 

16,774 

76.4 

182 

168 

Eastman  Kodak 

12,206 

83 

118 

Alcoa 

30.744 

23.4 

133 

137 

Alltel 

16,740 

-22.0 

183 

237 

Wachovia 

12,163 

84 

93 

First  Union 

30.670 

-1.7 

134 

243 

Cigna 

16.529 

53.8 

184 

397 

Reliant  Energy 

11.906 

85 

232 

Cardinal  Health 

29,276 

148.9 

135 

144 

Costco  Wholesale 

16,418 

-16.7 

185 

322 

Chubb 

11.799 



86 

192 

Allstate 

28,763 

103.7 

136 

368 

Lockheed  Martin 

16,266 

143.0 

186 

266 

FedEx 

11,758 

87 

133 

Dow  Chemical 

28,600 

30.7 

137 

Anadarko  Petroleum 

16,203 

305.0 

187 

286 

Tribune 

11,663 

88 

157 

Emerson  Electric 

28,449 

60.5 

138 

Agilent  Technologies 

16,124 

NA 

188 

484 

USA  Education 

11.661 

89 

181 

Household  Intl 

28,115 

82.6 

139 

123 

Ciena 

15,967 

-33.7 

189 

251 

Harley-Davidson 

11.630 



90 

166 

Duke  Energy 

28,030 

65.1 

140 

292 

Waste  Management 

15,856 

82.8 

190 

313 

May  Dept  Stores 

11.481 

91 

39 

JDS  Uniphase 

27,787 

-59.8 

141 

253 

National  City 

15,650 

49.5 

191 

246 

Interpublic  Group 

11,275 

92 

■ 

Baxter  International 

26.721 

64.2 

142 

153 

Gannett 

15,522 

-14.8 

192 

257 

Albertson's 

11,147 

93 

162 

Safeway 

26.488 

53.0 

143 

261 

Lehman  Bros  Holding 

15,398 

55.2 

193 

52 

Nextel  Commun 

11,142 

94 

97 

Electronic  Data  Sys 

26,406 

-7.9 

144 

213 

Caterpillar 

15,378 

22.7 

194 

268 

McGraw-Hill  Cos 

11,126 

95 

158 

MBNA 

26.363 

490 

145 

293 

Dominion  Besources 

15,313 

76.9 

195 

155 

Comverse  Technology 

11,122 

96 

220 

Washington  Mutual 

26.059 

114.0 

146 

150 

Fox  Entertainment 

15,205 

-18.0 

196 

276 

Kellogg 

10.986 

97 

96 

Micron  Technology 

25,822 

-10.2 

147 

134 

Guidant 

15,201 

-30.2 

197 

206 

Cendant 

10.935 

98 

142 

Marsh  &  McLennan 

25,367 

27.4 

148 

135 

Solectron 

15,034 

-30.0 

198 

214 

Weyerhaeuser 

10,931 

99 

106 

Cox  Communications 

25.151 

-7.6 

149 

274 

Aflac 

14,969 

60.4 

199 

489 

John  Hancock  Financial 

10.920 

100 

42 

Veritas  Software 

24,391 

-63.1 

150 

188 

Omnicom  Group 

14,956 

0.7 

200 

■ 

Concord  EFS 

10,907 

■  Not  ranked  in  1999.  NA:  Not  available. 


To  view  the  complete  Market  Value  500  list,  visit  the  Forbes  500s  center  at  www.forbes.com/500s. 
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I've  been  devoted  to  my  BUSINESS. 

I've  been  devoted  to  my  CLIENTS. 

And  I've  been  devoted  to  my  SHAREHOLDERS. 
Now  all  I  want  is  to  devote  a  little  MORE  TIME 
searching  for  BONEFISH. 

□  Lincoln 

Financial  Group*  """" 


At  Lincoln  Financial  Group,  we  offer  clear,  understandable  retirement  solutions  to  help  you  protect  and 
enjoy  the  work  of  a  lifetime.  Call  us  at  1-877-ASK-LINCOLN.  Clear  solutions  in  a  complex  world® 

www.LFG.com 

•te  and  Financial  Planning  •  Mutual  Funds  •Annuities  •  Life  Insurance  •  401  (k)  Plans  •  Institutional  Investment  Management 


\ .  0  Lincoln  National  Corp  Securities  ottered  through  Lincoln  Financial  Advisors,  a  broker-dealer  Financial  planning  services  offered  through  Lincoln  Financial  Advisors,  a  registered  investment  advisor  and  Sagemark 
i  Iting,  a  division  of  Lincoln  Financial  Advisors  Insurance  offered  through  Lincoln  affiliates  and  other  fine  companies.  Lincoln  Financial  Group  is  the  marketing  name  for  Lincoln  National  Corp  and  its  affiliates. 

CRN0001-0452 


This  alphabetical  report  shows  all  817  companies  ranked  on  one  or  more  of  01 
lists  of  the  biggest  corporations  by  sales,  profits,  assets  and  market  value.  Tf* 
super  rank  is  based  on  each  firm's  composite  ranking  on  all  of  the  500s  lists. 
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MARKET 

SUPER 

SALES 

PROFITS 

ASSETS 

VALUE 

VALUE 

INCt 

SALES 

PROFITS 

ASSETS 

VALUE 

RANK 

COMPANY 

(SMIL) 

(SMIL) 

(SMIL) 

(SMIL) 

(SMIL) 

($■ 

137 

40 

210 

32 

70 

Abbott  Laboratories 

13,746 

2,786.0 

15,283 

71,576 

72,218 

4,08 

255 

■ 

■ 

■ 

513 

Adams  Resources  &  Energy 

7,022 

8.8 

448 

58 

38 

2 

448 

130 

■ 

268 

301 

ADC  Telecommunications 

3,499 

817.1 

3,722 

7,955 

8,002 

70 

■ 

■ 

171 

350 

365 

Adelphia  Communications 

2,740 

-416.3 

19,058 

5,802 

19,776 

1,08 

429 

■ 

■ 

■ 

716 

Administaff 

3,709 

16.9 

243 

514 

451 

3 

■ 

321 

■ 

331 

436 

Adobe  Systems 

1,313 

293.0 

1,035 

6,294 

6,122 

48 

349 

102 

429 

283 

243 

Advanced  Micro  Devices 

4,644 

1,0061 

5,768 

7,543 

8,463 

1,46 

353 

■ 

■ 

■ 

622 

AdvancePCS1 

4,597 

24.9 

3,143 

1.394 

2,634 

10 

267 

163 

106 

103 

121 

AES 

6,691 

648.0 

31,000 

23,967 

44,728 

2,1S 

62 

■ 

66 

366 

206 

Aetna 

26,819 

127.1 

47,446 

5,405 

5,053 

1,10 

190 

154 

87 

149 

102 

Afiac 

9,720 

687.0 

37,232 

14,969 

15,439 

91 

165 

133 

314 

138 

154 

Agilent  Technologies 

11,368 

805.0 

9,208 

16,124 

16,247 

1,68 

306 

416 

338 

227 

283 

Air  Products  &  Chemicals 

5,644 

209.2 

8,301 

9,177 

12,938 

1,41 

465 

■ 

■ 

■ 

765 

Airborne 

3,276 

14.3 

1,746 

497 

905 

24 

351 

■ 

465 

■ 

573 

AK  Steel  Holding 

4,612 

132.4 

5,240 

1,052 

2,429 

58 

Enterprise  value:  Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents. 
«  Not  on  500  list.  'Formerly  Advance  Paradigm 
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flown  Qantas  Business  Class,  nothing  else  will  do.  Our  'Dreamtime  Seat'  comes  with  the  comfort  of 
tronic  adjustment  and  a  10  channel  personal  video.  Our  food  combines  a  unique  approach  to  freshness 
/.  Our  wines  speak  for  themselves,  and  the  service  is  courtesy  of  a  team  of  dedicated  flight  attendants, 
/el  agent  or  Qantas  at  (800)  227-4500  and  make  a  comfortable  business  decision.  The  Spirit  of  Australia. 


www.qantas.com 
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ACCFTC 

MARKET 
v  ai  nr 
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SUPER 
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BlArM 
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UUIflrfin  I 

SALES 
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\  >  mi  L; 
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I  sm  IL  I 

VALUE 

{  iffil  I) 

VALUE 

/din  \ 

36 

137 

263 

192 

98 

Albertson's 

■  36,762 

764.5 

16,078 

11,147 

17,230 

2,61 

79 

78 

162 

83 

53 

Alcoa 

ft  rt  ft  rt  ft 

22,936 

1,489.0 

31,691 

30,744 

41,101 

~o 

395 

366 

361 

389 

334 

Allegheny  Energy 

4,012 

313.7 

7,697 

4,965 

9,461 

9j 

■ 

467 

■ 

238 

429 

Allergan 

1,626 

215.1 

1,971 

8,813 

8,683 

3J 

■ 

164 

■ 

■ 

447 

Alliance  Semiconductor 

205 

641.8 

1,126 

493 

800 

J 

■ 

256 

395 

■ 

435 

Alliant  Energy 

2,405 

382.0 

6,734 

2,489 

5,782 

71 

299 

■ 

224 

■ 

366 

Allied  Waste  Industries 

5,707 

137.7 

14,514 

2,991 

13,946 

2,0t 

487 

424 

163 

■ 

361 

Allmerica  Financial 

3,088 

199.9 

31,588 

2,686 

2,962 

2: 

57 

56 

29 

86 

37 

Allstate 

29,134 

2,211.0 

-|   ft   A     ft  ft  ft 

104,808 

28,763 

32,970 

3,33 

252 

58 

255 

133 

138 

Alltel 

7,067 

1,965.4 

12,182 

16,740 

21,571 

2,68 

■ 

267 

■ 

267 

325 

Altera 

1,377 

496.9 

2,004 

10,494 

9,998 

51 

■ 

384 

■ 

273 

436 

ALIA 

989 

230.7 

2,922 

7,775 

7,834 

34 

■ 

■ 

■ 

457 

759 

Amazon.com 

2,762 

-1,411.3 

2,135 

3,795 

5,116 

-a 

■ 

267 

292 

337 

315 

Ambac  Financial  Group 

621 

366.2 

10,120 

6,031 

11,434 

52 

■ 

361 

■ 

■ 

553 

Amcol  International 

286 

323.4 

374 

105 

-21 

J 

153 

166 

288 

369 

182 

Amerada  Hess 

11,993 

1,023.0 

10,274 

6,700 

8,964 

2,4: 

412 

222 

361 

364 

288 

Ameren 

3,856 

457.1 

9,714 

5,420 

10,280 

1,34 

489 

■ 

■ 

■ 

797 

American  Axle  &  Manufacturing 

3,070 

129.2 

1,903 

406 

1,188 

31 

138 

316 

58 

156 

139 

American  Electric  Power 

13,694 

302.0 

54,548 

14,358 

34,745 

3,5; 

75 

39 

25 

49 

MA 

36 

American  Express 

23,675 

2,810.0 

154,423 

51,024 

83,278 

3,91] 

421 

■ 

266 

■ 

415 

American  Financial  Group 

3,786 

-47.0 

16,381 

1,544 

2,394 

167 

163 

28 

117 

67 

American  General 

11,063 

1,003.0 

4  ft  ft   ft  ft  A, 

120,094 

19,405 

36,457 

3,10 

143 

■ 

151 

36 

177 

American  Home  Products 

13,263 

-2,370.7 

21,092 

74,771 

74,582 

3,81 

21 

16 

16 

8 

7 

American  international  Group 

45,972 

5,636.1 

ft  ft  r  j  ft  ft 

295.406 

176,586 

225,771 

13,13 

■ 

■ 

312 

■ 

569 

American  National  Insurance 

1,834 

140.2 

9,270 

1,827 

1,972 

22 

■ 

486 

■ 

■ 

784 

American  Power  Conversion 

1,484 

165.6 

1,324 

2,654 

2,384 

2S 

236 

394 

497 

442 

345 

American  Standard  Cos 

7,598 

315.0 

4,745 

4,009 

6,441 

90 

■ 

■ 

469 

428 

668 

American  Tower 

735 

-190.3 

5,149 

4,189 

6,066 

IS 

■ 

■ 

419 

■ 

698 

American  Water  Works 

1,351 

157.4 

6,075 

2,876 

3,669 

63 

■ 

495 

■ 

.  ■ 

867 

AmeriCredit 

636 

160.3 

2,315 

2,482 

3,768 

35 

152 

■ 

■ 

■ 

437 

AmeriSource  Health 

12,088 

103.6 

2,956 

2,645 

3,283 

22 

■ 

■ 

261 

■ 

519 

AmerUs  Group1 

813 

51.8 

11,472 

906 

1,263 

22 

462 

■ 

■ 

■ 

677 

Ames  Department  Stores 

3,900 

7.6 

2,341 

107 

1,073 

f 

434 

94 

457 

34 

212 

Amgen 

3,629 

1,138.5 

5.400 

67,700 

67,796 

1,76 

95 

134 

123 

365 

145 

AMR 

19,703 

779.0 

26,198 

5,414 

13,727 

2,56 

425 

292 

82 

335 

236 

AmSouth  Bancorp 

3,740 

329.1 

38,936 

6,114 

13,696 

75 

361 

129 

197 

137 

157 

Anadarko  Petroleum 

5,686 

824.0 

16,590 

16,203 

23,821 

2,06 

■ 

151 

500 

158 

291 

Analog  Devices 

2,860 

704.5 

4,689 

14,257 

14,338 

1,08 

— * — 

443 

■ 

376 

■ 

577 

ANC  Rental 

3,532 

-2.0 

7,150 

124 

4,976 

U 

 J 

■ 

■ 

■ 

484 

791 

Andrx  Group 

515 

77.7 

584 

3,461 

3,334 

11 

151 

75 

240 

63 

99 

Anheuser-Busch  Cos 

12,262 

1,551.6 

13,085 

39.020 

45,607 

3,29 

445 

■ 

■ 

■ 

737 

Anixter  International 

3,514 

78.7 

1,686 

868 

1,299 

21 

232 

92 

274 

9 

119 

AOL  Time  Warner2 

7,703 

1,152".0 

10,953 

173,053 

■*     ft  ft  ft  ft 

172,660 

2,2] 

241 

213 

142 

231 

186 

Aon 

7,375 

481.0 

22,251 

9.089 

10,928 

1.4C 

■ 

147 

393 

275 

294 

Apache 

2,291 

720.6 

6,751 

7,726 

10,534 

1,90 

■ 

■ 

■ 

448 

749 

Apollo  Group 

644 

79.2 

532 

3,943 

3,831 

19 

AAA 

268 

Acn 

250 

423 

362 

AAA 

266 

Apple  Computer 

6,647 

396.0 

5,986 

7,072 

5,975 

1 

■ 

486 

■ 

216 

492 

Applera-Applied  Biosystems3 

1,534 

219.8 

1,692 

10,333 

10,116 

32 

173 

47 

286 

62  n 

95 

Applied  Materials 

10,573 

2,294.6 

10,773 

39,032 

38,113 

3,46 

■ 

■ 

442 

288 

489 

Applied  Micro  Circuits 

372 

-221.8 

5,562 

7,462 

7,533 

S 

Enterprise  value:  Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt, 
■  Not  on  500  list.  'Formerly  AmerUs  Life  Holdings,  formerly  America  Online.  'Formerly  PE 


minus  cash  and  equivalents. 
Biosystems  Group. 
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Steve  Blundell  likes  the  power  of  his  Harley  as 
much  as  he  likes  powerful  net  solutions.  Intuit  is 
committed  to  leveraging  the  Internet  to  provide 
their  6  million  small  business  customers  with 
innovative  new  services.  So  they  chose  CoVia's 
interactive  workplace  applications.  Now  Intuit  is 
providing  services  to  their  customers  that  enable 
them  to  manage  their  Intranets  along  with  their 
clients'  finances  and  relationships  right  on  the  net. 


Steve  brought  real  power  to  his  e-business  strategy:  6  million  customers  and  CoVia. 

knows  their  biggest  asset  is  loyal  customers.  So  they  built  an  e-business  with  staying  power.  They  fused  CoVia's  interactive  workplace 
tations  with  their  existing  product  offerings  to  swiftly  drive  new  internet-based  services  to 
businesses.  Quickly  launch  your  own  e-business  to  retain  customers,  grow  market  share, 
ifferentiate  yourself  from  the  rumble.  To  learn  how  you  can  get  to  market  this  quarter, 
www.eovia.com/lntuit/oreall  877.922.6844.  The  Internet  is  the  workplace. 

|/ia  Technologies,  Inc.  All  rights  reserved.  All  names  and  trademarks  are  the  property  of  their  respective  owners  Intuit  is  a  registered  trademark  of  Intuit  Inc. 
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MARKET  ENTERPRISE  OPERA 

MARKET    SUPER                                                       SALES       PROFITS      ASSETS       VALUE  VALUE  INCtt 


SALES 

PROFITS 

ASSETS 

VALUE 

RANK 

COMPANY 

/(■ill  \ 

(SMIL) 

/(U||  \ 

(SMIL; 

(SMIL} 

/tun  \ 
(SMIL) 

(SMIL) 

(SMI 

103 

249 

214 

232 

166 

Archer  Daniels  Midland 

18,961 

396.7 

15,098 

9,081 

13,999 

1,165] 

466 

■ 

■ 

■ 

766 

Armstrong  Holdings1 

3,272 

-66.0 

4,032 

157 

1,690 

499 

146 

273 

366 

■ 

282 

Arrow  Electronics 

12,959 

357.9 

7,605 

2,658 

6190 

833 

303 

■ 

■ 

■ 

555 

ArvinMeritor 

5,676 

111.0 

4,645 

990 

2,796 

528 

226 

310 

403 

■ 

331 

Ashland 

7,943 

310.6 

6,544 

2,726 

4,933 

384 

■ 

472 

238 

■ 

473 

Associated  Banc-Corp 

1,115 

168.0 

13,128 

2,215 

4.539 

273 

■ 

483 

141 

■ 

375 

Astoria  Financial 

1.587 

216.5 

22,337 

2,616 

12,681 

376 

9 

16 

17 

25 

8 

AT&T 

65,431 

7,738.0 

252,352 

84,303 

201,243 

21,639 

■ 

41 

51 

67 

127 

AT&T  Liberty  Media  Group 

1,276 

2,755.0 

61,578 

37,342 

56,468 

313 

■ 

344 

■ 

392 

498 

Atmel 

2,013 

266.0 

3,825 

4,897 

5,384 

670 

386 

471 

■ 

■ 

628 

Autoliv 

4,116 

168.7 

4,068 

1,659 

2,690 

602 

266 

120 

152 

73 

111 

Automatic  Data  Processing 

6,714 

875.9 

21,057 

34,117 

33,118 

1,794 

87 

295 

336 

■ 

255 

AutoNation 

20,610 

328.1 

8,509 

2,931 

5,780 

854 

354 

353 

■ 

■ 

472 

AutoZone 

4,590 

258.0 

3,391 

3,019 

4,420 

641 

235 

■ 

461 

471 

448 

Avaya 

7.615 

-428.0 

5,271 

3,632 

4,193 

-313 

405 

328 

■ 

382 

406 

Avery  Dennison 

3.894 

283.5 

2,699 

5,081 

5,991 

63) 

228 

■ 

248 

■ 

343 

Avista 

7,911 

91.7 

12,564 

764 

2,083 

289 

158 

357 

381 

■ 

315 

Avnet 

11,764 

255.7 

7,053 

2,503 

5,398 

68! 

304 

216 

■ 

225 

264 

Avon  Products 

5,674 

485.1 

2,826 

9,353 

10,506 

844 

■ 

202 

■ 

■ 

471 

AVX 

2,506 

513.6 

1,803 

3,156 

2,795 

87!j 

321 

■ 

409 

164 

314 

Baker  Hughes 

5,234 

102.3 

6,453 

13,808 

15,995 

1,078 

431 

■ 

■ 

■ 

719 

Ball 

3,665 

68.2 

2,650 

1,205 

2,424 

444 

■ 

■ 

321 

■ 

583 

BancorpSouth 

760 

74.4 

9,045 

1,190 

1,107 

14C 

■ 

464 

177 

■ 

388 

BancWest 

1,526 

216.4 

18,457 

3,112 

3,477 

504 

13 

11 

4 

26 

6 

Bank  of  America 

57,772 

7,517.0 

642,190 

83,147 

191,762 

19,078 

239 

88 

43 

75 

75 

Bank  of  New  York 

7,485 

1,428.9 

77,114 

32,872 

28,020 

2,818 

69 

■ 

14 

60 

123 

Bank  One 

25,168 

-511.0 

269,300 

39,544 

83,530 

2,763 

■ 

437 

179 

■ 

469 

Banknorth  Group 

1,541 

191.7 

18,234 

2,754 

6,869 

37E 

389 

■ 

■ 

■ 

658 

Barnes  &  Noble 

4,095 

85.5 

2,900 

1,545 

2,453 

381 

259 

144 

326 

92 

176 

Baxter  International 

6,896 

738.0 

8,733 

26,721 

28,662 

1.673 

■ 

■ 

458 

■ 

751 

Bay  View  Capital 

537 

-326.2 

5,361 

199 

746 

23 

326 

168 

53 

162 

141 

BB&T 

5,117 

626.4 

59,340 

13,950 

27,509 

1,521 

■ 

■ 

■ 

167 

456 

BEA  Systems 

820 

17.1 

1.592 

13,554 

13,243 

131 

178 

135 

22 

290 

117 

Bear  Stearns  Cos 

10,277 

773.2 

171,166 

7,380 

82,085 

2,553 

435 

259 

■ 

241 

338 

Becton  Dickinson 

3,602 

378.2 

4,595 

8,752 

10,246 

843 

■ 

■ 

■ 

276 

533 

Bed  Bath  &  Beyond 

2,244 

156.0 

1,166 

7,715 

7,574 

29( 

66 

24 

58 

29 

28 

BellSouth 

26,151 

4,220.0 

50,925 

76,116 

98,630 

12,429 

182 

■ 

■ 

■ 

398 

Bergen  Brunswig 

18,992 

-746.1 

4,675 

2,183 

3,529 

313 

■ 

■ 

477 

■ 

781 

WR  Berkley 

1,781 

36.2 

5,022 

1,207 

1,802 

US 

37 

31 

27 

19 

17 

Berkshire  Hathaway 

33,976 

3,328.0 

135,792 

100,563 

113,657 

6723 

132 

263 

492 

234 

233 

Best  Buy 

14,180 

370.0 

4,782 

9,040 

8,338 

71! 

378 

■ 

452 

■ 

596 

Bethlehem  Steel 

4,197 

-118.4 

5,467 

332 

1,627 

16' 

■ 

431 

■ 

■ 

719 

BHC  Communications 

506 

196.6 

2,210 

2,949 

3,045 

14} 

■ 

290 

■ 

222 

360 

Biogen 

926 

333.6 

1,432 

9,430 

9,448 

351 

■ 

428 

■ 

297 

484 

Biomet 

957 

198.0 

1,299 

7,282 

7,280 

331 

■ 

494 

■ 

329 

585 

BJ  Services 

1,690 

161.0 

1,804 

6,324 

6,515 

35! 

335 

■ 

■ 

492 

591 

BJ's  Wholesale  Club 

4,932 

131.5 

1,234 

3,322 

3,212 

261 

356 

330 

■ 

491 

455 

Black  &  Decker 

4,561 

282.0 

4,090 

3,339 

4,674 

68! 

■ 

368 

446 

408 

481 

H&R  Block 

2,911 

245.0 

5,543 

4,569 

6,734 

86: 

■ 

■ 

■ 

371 

644 

BMC  Software 

1,558 

117.6 

2,946 

5,323 

5,341 

45- 

Enterprise  value:  Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents. 
■  Not  on  500  list.  'Formerly  Armstrong  World  Industries,  formerly  Meritor  Automotive. 
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He  heard  the  axle  snap  and  the  tires  explode 
as  the  car  smashed  through  the  guardrail  and 
flew  off  the  cliff. 

"I  wonder  what's  on  the  radio,"  he  thought. 


/  sweat  the  big  stuff?  Let  Aquila  help  turn  potential  disasters  for  your  business  into  real  opportunities, 
ause  no  matter  what  hazards  you  have  to  steer  your  business  through  -  from  bad  weather  to  treacherous 
ket  conditions  -  we  can  offer  a  variety  of  customized  risk  management  solutions  that  will  put  you  in  control. 


nd  out  how  Aquila  can  make  seemingly  bad  news  sound  like  music  to 
'  ears,  give  us  a  call  at  1-800-891-3687  or  visit  us  at  www.aquila.com. 


Aquila 


A  UtiliCorp  United  Company 


2000  RANK 


RANKIN 


MARKET     ENTERPRISE  OPE 


SALES 

PROFITS 

ASSETS 

MARKET 
VALUE 

SUPER 
RANK 

COMPANY 

SALES 

(SMIL) 

PROFITS 

(SMIL) 

ASSETS 

(SMIL) 

VALUE 

(SMIL) 

VALUE 

(SMIL) 

IN 

(S 

15 

54 

74 

51 

32 

Boeing 

'  51,321 

2,128.0 

42,018 

48,411 

56,200 

4.S 

230 

449 

462 

■ 

425 

Boise  Cascade 

7,807 

178.6 

5,267 

1,790 

4,140 

i 

■ 

■ 

299 

■ 

552 

BOK  Financial 

838 

100.1 

9,748 

1,132 

3.265 

467 

■ 

■ 

■ 

708 

Borders  Group 

3,271 

43.6 

2,047 

1,195 

1,296 

i 

■ 

261 

■ 

230 

376 

Boston  Scientific 

2,664 

373.0 

3,427 

7.295 

8,069 

I 

■ 

497 

470 

■ 

778 

Bowater 

2,500 

159.4 

5,028 

2,417 

4,469 

] 

108 

21 

189 

17 

52 

Bristol-Myers  Squibb 

18,216 

4,711.0 

17,578 

115,044 

113,198 

6.E 

■ 

■ 

430 

203 

488 

Broadcom 

1,132 

-693.4 

5,667 

8,129 

7,626 

■ 

■ 

407 

412 

577 

Broadwing 

2,050 

-376.3 

6,471 

4,482 

7,679 

1 

■ 

■ 

■ 

311 

565 

Brocade  Communications  Sys 

451 

93.1 

591 

6,608 

6,523 

] 

■ 

383 

■ 

435 

576 

Brown-Forman 

1,913 

230.8 

1,855 

4,124 

4,161 

4 

417 

■ 

■ 

■ 

685 

Brunswick 

3,812 

-95.8 

3,397 

1,847 

2,712 

j 

202 

100 

134 

203 

124 

Burlington  Northern  Santa  Fe 

9,205 

980.0 

24,375 

10,808 

24,065 

3,(1 

403 

150 

307 

211 

256 

Burlington  Resources 

3,147 

675.0 

7,506 

10,315 

12,750 

1,8 

■ 

301 

■ 

■ 

632 

Cabletron  Systems 

1,167 

250.0 

1,694 

2,179 

2,026 

300 

385 

341 

153 

287 

Cablevision  Systems 

4,411 

229.3 

8,273 

14,702 

23,336 

c 

■ 

240 

■ 

■ 

583 

Cabot 

1,535 

414.0 

2,007 

2,107 

2,335 

a 

■ 

■ 

■ 

334 

665 

Cadence  Design  Systems 

1,280 

50.0 

1,477 

4,879 

4,762 

2 

■ 

200 

300 

175 

275 

Calpine 

2,283 

324.7 

9,737 

12,730 

18,302 

7 

275 

158 

474 

170 

223 

Campbell  Soup 

6,318 

673.0 

5,094 

12,499 

15,915 

1,4 

317 

219 

173 

200 

182 

Capital  One  Financial 

5,424 

469.6 

18,889 

10,537 

17,276 

lj 

■ 

■ 

340 

■ 

687 

Capitol  Federal  Financial 

566 

77.7 

8,295 

1,285 

4,291 

1 

42 

136 

254 

05 

88 

Cardinal  Health 

32,515 

766.6 

12,326 

29,276 

31,527 

1,6 

305 

■ 

■ 

■ 

638 

Caremark  Rx 

4.430 

-176.6 

686 

2,707 

3,439 

2 

01 

30 

115 

144 

78 

Caterpillar 

20,175 

1,053.0 

28,464 

15,378 

30,441 

3/ 

413 

430 

■ 

■ 

677 

COW  Computer  Centers 

3,842 

162.3 

748 

3,083 

3,062 

2 

■ 

440 

■ 

■ 

748 

Cell  Genesys 

24 

178.9 

794 

494 

253 

- 

400 

161 

225 

197 

283 

Cendant 

3,930 

660.0 

14,500 

10,935 

13,935 

1,5 

■ 

414 

■ 

■ 

691 

Centennial  Communications 

560 

210.0 

1,524 

1,649 

3,043 

2 

273 

367 

421 

■ 

378 

Centex 

6,387 

245.8 

6,052 

2,297 

5,504 

5 

■ 

■ 

200 

■ 

518 

Centura  Banks 

1,040 

98.8 

11,482 

1,989 

4,261 

2 

■ 

302 

411 

454 

566 

CenturyTel 

1,846 

231.5 

6,393 

3,840 

7,690 

9 

400 

■ 

130 

374 

347 

Charter  Communications 

3,249 

-828.7 

23,044 

5,200 

22,219 

1,5 

■ 

231 

100 

355 

248 

Charter  One  Financial 

2,640 

434.0 

32,971 

5,732 

15,384 

7 

■ 

■ 

■ 

460 

754 

CheckFree 

367 

-198.8 

2,402 

3,768 

4,038 

- 

20 

13 

70 

43 

26 

Chevron 

46.532 

5,185.0 

41,264 

57,396 

67,194 

11,0 

■ 

■ 

■ 

264 

521 

Chiron 

888 

8.5 

2,458 

8,106 

8.022 

1 

244 

150 

129 

185 

139 

Chubb 

7,252 

714.6 

25,027 

11,799 

12,526 

9 

■ 

■ 

■ 

139 

425 

Ciena 

1,059 

125.6 

1,167 

15,967 

15,834 

2! 

34 

1D7 

34 

134 

66 

Cigna 

19,944 

987.0 

95,088 

16,529 

15,632 

1,8 

■ 

■ 

237 

352 

381 

Cincinnati  Financial 

2,331 

118.4 

13,287 

5,783 

8,399 

2 

210 

246 

253 

377 

225 

Cinergy 

8,422 

399.5 

12,330 

5,194 

10,533 

1,2 

■ 

406 

■ 

353 

516 

Cintas 

2,103 

215.1 

1,207 

5,745 

6.069 

4! 

171 

418 

■ 

■ 

381 

Circuit  City  Stores-Group 

10,757 

208.2 

4,127 

2,514 

2,623 

4 

■ 

423 

■ 

■ 

785 

Cirrus  Logic 

739 

200.5 

609 

1,699 

1,456 

73 

32 

81 

12 

35 

Cisco  Systems 

23,920 

3,109.0 

35,881 

147,347 

143,401 

6,6 

277 

173 

04 

271 

163 

CST  Group 

6,160 

611.6 

48,690 

7,868 

45,918 

2,4 

0 

2 

1 

5 

1 

Citigroup 

111,826 

13,519.0 

902,210 

225,498 

369,579 

31,2 

■ 

■ 

335 

■ 

681 

Citizens  Banking 

712 

90.7 

8,405 

1,135 

2,193 

1 

■ 

■ 

300 

465 

618 

Citizens  Communications1 

1,802 

-28.4 

6,955 

3,737 

7,641 

5 

Enterprise  value:  Sum  of  market 
■  Not  on  500  list.  'Formerly  Citi 


value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents. 

zens  Utilities. 
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att.com/homedepot 

AT&T  Integrated  Network  Connection  Service  lets  Home  Depot  manage  inventories 
in  real  time.  Providing  24/7  links  to  the  best  weather  data,  so  building  supplies  can 
get  to  storm-threatened  areas-well  before  the  storm.  Truly  stirring,  isn't  it? 


T&T 


BOUNDLESS 


RANKIN 


2000  RANK 


SALES 

PROFITS 

ASSETS 

MARKFT 
VALUE 

SUPER 
RANK 

COMPANY 

SALES 

(SMIL) 

PRflFTTC 
rnun  io 

(SMIL) 

HO  )E  I  O 

(SMIL) 

MARKET 

1HLUL 

(SMIL) 

ENTERPRISE 
vai  nr 

VflLUt 

(SMIL) 

OPEI 

(SI 

■ 

■ 

■ 

500 

816 

Citrix  Systems 

•  470 

94.5 

1,113 

3,239 

3,242 

1 

■ 

■ 

319 

■ 

579 

City  National 

756 

131.7 

9,097 

1,731 

1,963 

2 

291 

364 



69 

76 

164 

Clear  Channel  Communications 

5,848 

248.8 

50,750 

32,811 

49,947 

2,2 

391 

251 

■ 

272 

324 

Clorox 

4,071 

395.0 

4,198 

7,804 

9,132 

91 

■ 

■ 

495 

■ 

997 

CMGI 

1,319 

-4,259.8 

4,770 

1,132 

1,309 

-8 

296 

■ 

294 

452 

395 

CMS  Energy 

8,998 

41.0 

15,851 

3,864 

13,696 

1,7! 

311 

■ 

■ 

■ 

595 

CNF' 

5,572 

137.8 

3,245 

1,418 

2,037 

41 

99 

52 

153 

16 

59 

Coca-Cola 

20,458 

2,177.0 

20,834 

118,557 

117,952 

4/ 

124 

376 

143 

229 

199 

Coca-Cola  Enterprises 

14,750 

236.0 

22,162 

9,149 

24,750 

2,3 

195 

97 

375 

81 

153 

Colgate-Palmolive 

9,358 

1,063.8 

7,252 

31,435 

35,125 

2,0 

■ 

■ 

259 

■ 

514 

Colonial  SancGroup 

973 

112.7 

11,728 

1,363 

3,718 

2 

220 

55 

92 

65 

73 

Comcast 

8,219 

2,045.1 

35,745 

38,335 

55,131 

2,4 

493 

■ 

342 

■ 

595 

Comdisco 

3,900 

-23.0 

8,272 

1,728 

6,776 

2.5. 

399 

142 

75 

224 

191 

Comerica 

4,088 

749.3 

41,985 

9,382 

18,302 

1,8 

■ 

■ 

339 

■ 

605 

Commerce  Bancorp 

656 

80.0 

8,297 

1,928 

1,796 

1 

■ 

449 

279 

■ 

479 

Commerce  Bancshares 

1,065 

178.6 

11,115 

2,339 

2,249 

3 

■ 

■ 

249 

■ 

519 

Commercial  Federal 

1,048 

0.4 

12,540 

1,097 

4,645 

1 

■ 

■ 

419 

■ 

697 

Community  First  Bankshares 

553 

71.6 

6,090 

803 

1,199 

1 

29 

179 

131 

82 

69 

Compaq  Computer 

42,383 

595.0 

24,856 

30,993 

29,710 

~3jl 

■ 

371 

193 

■ 

379 

Compass  Bancshares 

1,732 

240.6 

19,992 

2,548 

6,412 

4 

339 

413 

215 

155 

231 

Computer  Associates  Intl 

4,928 

211.0 

15,046 

14,361 

20,817 

1,8 

179 

241 

349 

228 

297 

Computer  Sciences 

10,202 

413.4 

7,986 

9,150 

11,345 

1,3 

■ 

■ 

■ 

495 

997 

Compuware 

2,078 

119.0 

2,325 

3,299 

3,561 

2 

■ 

362 

■ 

195 

376 

Comverse  Technology 

1,225 

249.1 

2,625 

11,122 

10,800 

3 

65 

184 

193 

209 

126 

ConAgra  Foods 

26,271 

571.7 

17,318 

10,379 

18,838 

2,3 

■ 

443 

■ 

200 

426 

Concord  EFS 

1,229 

187.5 

1,336 

10,907 

10,871 

3 

331 

464 

496 

■ 

469 

Conectiv 

5,029 

170.8 

6,478 

1,950 

6,003 

7 

43 

60 

193 

126 

95 

Conoco 

32,513 

1,902.0 

18,127 

17,920 

24,220 

5,1 

219 

■ 

54 

426 

251 

Conseco 

8,296 

-1,130.9 

58,589 

4,235 

14,918 

1,9 

194 

178 

195 

267 

194 

Consolidated  Edison 

9,431 

596.4 

16,767 

7,468 

16,068 

1,9 

464 

■ 

■ 

■ 

792 

Consolidated  Stores 

3,277 

-380.7 

1,585 

1,244 

1,546 

2 

419 

292 

251 

324 

273 

Constellation  Energy  Group 

3,879 

345.3 

12,385 

6,401 

12,158 

1,31 

199 

279 

315 

■ 

291 

Continental  Airlines 

9,899 

348.0 

9,201 

2,213 

5,549 

1,01 

■ 

433 

■ 

354 

541 

Convergys 

2.163 

194.7 

1,780 

5,735 

5,998 

4 

394 

274 

491 

447 

397 

Cooper  Industries 

4,460 

357.4 

4,789 

3,972 

5,464 

8 

459 

■ 

■ 

■ 

743 

Cooper  Tire  &  Rubber 

3,472 

96.7 

3,028 

992 

2,322 

4. 

247 

236 

191 

199 

192 

Corning 

7,127 

422.0 

17,526 

22,256 

24,704 

1,8 

39 

167 

399 

135 

125 

Costco  Wholesale 

33,427 

626.6 

9,506 

16,418 

16,897 

1,31 

432 

264 

154 

399 

294 

Countrywide  Credit  Industries 

3,664 

369.7 

20,799 

4,910 

21,057 

i,oj 

446 

59 

132 

99 

151 

Cox  Communications 

3,507 

1,925.3 

24,721 

25,151 

39,598 

1,31 

■ 

311 

■ 

■ 

565 

Cox  Radio 

369 

305.9 

2,318 

2,192 

3,451 

l: 

341 

■ 

■ 

■ 

699 

Crestline  Capital 

4,817 

44.5 

1,017 

418 

882 

1! 

494 

■ 

■ 

■ 

994 

Cromproii 

3,038 

89.3 

3,528 

1,283 

2,769 

41 

■ 

■ 

412 

473 

654 

Crown  Castle  International 

649 

-203.3 

6,307 

3,576 

6,283 

2 

242 

■ 

277 

■ 

364 

Crown  Cork  &  Seal 

7,289 

-174.0 

10,861 

609 

6,012 

1,01 

221 

196 

159 

332 

199 

CSX 

8,191 

565.0 

20,491 

6,281 

15,712 

1,41 

■ 

■ 

364 

■ 

636 

Cullen/Frost  Bankers 

681 

108.8 

7,659 

1,725 

1,252 

2: 

271 

■ 

■ 

■ 

531 

Cummins  Engine 

6,597 

8.0 

4,500 

1,648 

2,854 

4 

92 

143 

359 

195 

135 

CVS 

20,088 

746.0 

7,950 

22,519 

23,625 

1,6: 

■ 

334 

■ 

■ 

600 

Cypress  Semiconductor 

1.288 

277.3 

2,362 

2,266 

2,408 

5: 

Enterprise  value:  Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents. 
■  Not  on  500  list.  'Formerly  CNF  Transportation,  formerly  CK  Witco. 
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These  printers  offer  our  unique  3-color  backlit  LCD  display  and  built-in 
full  duplex  (as  in  2-sided)  printing — bringing  you  one  step  closer  to  a 
paperless  office.  We  included  fast  16ppm  printing,  HQ1200  resolution  and  a 
standard  paper  capacity  of  up  to  350  sheets.  And  connectivity?  We  have 
that  covered  as  well — with  PC,  MAC  and  network*  compatibility. 

Whether  your  laser  printer  needs  are  for  a  power-user  or  small  workgroup, 
our  new  HL-1650  and  1670N  laser  printers  have  all  sides  covered. 


Available  At:  Office  Depot,  PC  Connection, 
CDW,  MicroCenter,  J&R  ComputerWorld, 
Insiaht.  MicroWarehouse.  MacConnection. 


For  large,  commercial  account  programs 
and  bid  inquiries,  call  (908)  252-3112 


RANKINi 


2000  BANK 


SALES 

PROFITS 

ASSETS 

MARKET 
VALUE 

SUPER 
RANK 

COMPANY 

SALES 

(SMIL) 

PROFITS 

(SMIL) 

ASSETS 

(SMIL) 

MARKET 
VALUE 

(SMIL) 

ENTERPRISE 
VALUE 

(SMIL) 

OPERJ 
INQ 

(SN 

H 

453 

n 

747 

Cytec  Industries 

.  149,3 

177.6 

1.719 

1,436 

1,691 

27 

149 

300 

268 

257 

Dans 

12,460 

324.0 

11,236 

2,762 

7,608 

1  ?C\ 

423 

299 

■ 

262 

349 

Danaher 

3,778 

324.2 

4,032 

8,168 

8,786 

70 

411 

439 

g 

617 

Darden  Restaurants 

3,874 

191.4 

2,098 

2,750 

3,362 

40 

382 

g 

g 

u 

652 

Dean  Foods 

4,155 

107.5 

2,352 

1,243 

2,347 

33 

141 

203 

156 

216 

144 

Deere  &  Co 

13,478 

504.2 

20,743 

9,914 

20,679 

1,83 

147 

g 

351 

468 

339 

Delhaize  America 

12,670 

155.5 

7,932 

3,692 

7,659 

96 

46 

49 

234 

38 

58 

Dell  Computer 

31,888 

2,236.0 

13,435 

63,501 

59,100 

3,0C 

55 

98 

176 

260 

105 

Delphi  Automotive  Systems 

29,139 

1,062.0 

18,521 

8,246 

10,668 

2,6£ 

117 

115 

145 

391 

159 

Delta  Air  Lines 

"Villi   mi  klllUU 

16,741 

928.0 

21,931 

4,905 

11,196 

2,93 

469 

773 

DpIiiyp 

1,263 

169.4 

649 

1,628 

1,730 

01 

g 

146 

390 

267 

288 

Devon  Enersv 

Vvf  VII  kllVI  gj 

2,784 

730.3 

6,860 

7,983 

10,580 

2,05 

215 

g 

347 

380 

Dillard's 

8,500 

71.9 

8.144 

1,587 

5,432 

5! 

g 

g 

126 

497 

418 

Dime  Bancorp 

2,170 

154.7 

25,688 

3,272 

12,352 

9C 

67 

124 

68 

44 

49 

Walt  Disney 

25,903 

847.0 

45,802 

56,355 

68,600 

6,8' 

345 

g 

g 

g 

613 

Dole  Food 

4,763 

67.7 

2,845 

894 

2,091 

3] 

357 

420 

g 

346 

417 

Dollar  General 

4,552 

206.0 

1,776 

5,868 

5,997 

41 

200 

239 

110 

145 

136 

Dominion  Rocourrp^ 

9,260 

415.0 

29,348 

15,313 

32,489 

3,2! 

295 

343 

g 

499 

423 

RR  Donnelley  &  Sons 

5,764 

266.9 

3,914 

3,270 

4,497 

8£ 

g 

453 

pj 

747 

Doral  Financial 

■Wl  **■  ■  iiiniivim 

490 

84.7 

5,463 

1,137 

4,428 

14 

318 

199 

485 

278 

279 

Dover 

5,401 

519.6 

4,892 

7,607 

8,968 

1,04 

77 

77 

119 

87 

57 

Dow  Chemical 

23,008 

1,513.0 

27,645 

28,600 

36,741 

3,4£ 

g 

g 

g 

409 

686 

Dow  Jones 

2,203 

136.3 

1,362 

4,553 

4,663 

6( 

g 

g 

275 

g 

532 

Downey  Financial 

825 

99.3 

10,894 

1,156 

3,160 

21 

g 

327 

g 

479 

558 

DPL 

1,274 

284.9 

4,436 

3,515 

6,325 

4J 

| 

405 

g 

313 

478 

DST  Systems 

1,362 

215.8 

2,583 

6,555 

7,102 

3S 

309 

220 

244 

362 

237 

DTE  Enererv 

5,597 

468.0 

12,662 

5,491 

12,067 

1,5! 

59 

46 

81 

54 

42 

El  riii  Pont  rip  Npmnnrc 

bi  uti  ■  will  uc  ncmuui  3 

28,268 

2,314.0 

39,426 

45,429 

56,516 

5,24 

19 

68 

55 

90 

38 

Duke  Energy 

48,911 

1,776.0 

58,176 

28,030 

48,873 

4,75 

53 

205 

149 

151 

92 

29,445 

500.5 

21,406 

14,824 

20,472 

1,08 

■ 

g 

187 

g 

462 

E*Trade  Group 

2,174 

27.8 

17,741 

2,345 

7,443 

]| 

320 

314 

402 

453 

353 

Eastman  Chemical 

5,292 

303.0 

6,550 

3,847 

6,373 

98 

134 

81 

227 

182 

116 

Eastman  Kodak 

13,994 

1,407.0 

14,212 

12,206 

15,486 

3,11 

218 

268 

346 

396 

262 

Est  on 

8,309 

363.0 

8,180 

4,812 

7,917 

g 

g 

g 

230 

491 

eBay 

431 

48.3 

1,182 

9,142 

8,986 

ij 

■ 

B 

170 

451 

EchoStar  Communications 

hviiwwini  vviiiiimiiivui iviiu 

2,715 

-621.2 

4,666 

13,322 

16,568 

-2 

g 

417 

■ 

373 

544 

Ecolah 

■WW  1(4  U 

2,264 

208.6 

1,714 

5,212 

5,539 

4; 

159 

153 

86 

410 

170 

Edison  International 

11,635 

702.9 

37,919 

4,548 

28,549 

3,4! 

495 

285 

454 

497 

AG  Edwards 

3,000 

342.3 

5,442 

2,771 

3,085 

7: 

29 

89 

84 

72 

45 

El  Paso1 

39  963 

1,236.4 

38  530 

35,169 

54,072 

3,8! 

p 

293 

547 

Elprtrnnir  Arte 

i  mq 

J. ,  J  u  o 

1(1  ? 

lO.L 

1  317 

7,328 

7,037 

99 

93 

243 

94 

90 

Electronic  Data  Systems 

19,227 

1,143.3 

12,700 

26,406 

28,969 

3,2! 

208 

67 

283 

28 

104 

EMC 

8,873 

1,782.1 

10,628 

77,819 

75,492 

2,81 

452 

g 

ffl 

746 

Empnr  Crnun 

■■lllwUI  VII  UURJ 

3,460 

40.1 

1,262 

310 

289 

1 

122 

79 

208 

88 

87 

Empr^on  Elprtrir 

hlllvl  tJVII  hlvvll  1  Kj 

15,921 

1,454.9 

15,514 

28,449 

33,301 

3,31 

388 

g 

g 

a 

656 

Encomnacc  Sprvippc 

4.099 

63.4 

2,700 

325 

1,567 

2: 

497 

374 

H 

■512 

Fnortfu  Fact 

9  PRO 

?3R  7 

COD.  / 

7004 

?  11? 

J  ,  J  D  J. 

6' 

312 

370 

■ 

■ 

460 

Engelhard 

5,543 

243.4 

3,167 

3,227 

3,944 

5: 

7 

109 

50 

52 

36 

Enron 

100,789 

979.0 

65,503 

47,389 

62,330 

2,81 

■ 

■ 

■ 

369 

642 

Ensco  International 

534 

85.4 

2,108 

5,334 

5,892 

2' 

Enterprise  value:  Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents. 
b  Not  on  500  list.  'Pro  forma  for  the  merger  of  El  Paso  and  Coastal. 
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Enterprise  value:  Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents. 
■  Not  on  500  list.  NA:  Not  available.  'Formerly  PECO  Energy.  Preliminary  figures. 


268     FORBES-  April  16,2001 


THE  GULFSTREAM  V-SP 


HE   S  PACE  SHIP 


ulfstream,  we  are  continuing  our  40-year  tradition  of  improving  on 
Hence  by  taking,  new  strides  into  the  future  of  business  aviation.  The 
stream  V-SP®  is  The  Space  Ship  of  corporate  aviation. 

gned  to  climb  quickly  and  operate  smoothly,  the  Gulfstream  V-SP  has 
atched  range  capability  -  6,750  nautical  miles  without  refueling.  Travel 
top  from  New  York  to  Tokyo  against  even  the  worst  headwinds,  from 
to  Buenos  Aires,  or  from  Shanghai  to  Dallas.  If  your  business  takes  you 
mote  destinations,  takeoff  performance  has  been  improved  to  give  you 
ss  to  smaller  airports. 

with  more  useable  cabin  space,  passengers  can  travel  in  unsurpassed  comfort. 

stretch  interior  allows  for  four  separate  living  areas  and  two  additional 
iture  oval  windows  for  even  more  natural  light.  The  Gulfstream  V-SP  also 
expanded  baggage  capacity  to  accommodate  additional  luggage. 

exclusive  Plane  View™  cockpit  is  the  next  generation  of  integrated 
nics  technology  -  technology  that  introduces  a  revolutionary  Visual 
lance  System  that  provides  an  even  greater  margin  of  safety  and  reliability. 

»u  are  a  business  leader  or  a  player  on  the  world  stage,  now  is  the  time  to 
Hence  the  legendary  safety,  reliability,  comfort  and  performance  of 
World  Standard.™  Gulfstream  -  The  Ship  of  choice  for  business  and 
d  leaders  since  1958. 

;arn  more  about  the  extraordinary  advancements  in  the  Gulfstream  V-SP, 
Joe  Walker,  Senior  Vice  President,  Worldwide  Sales,  at  (912)  965-5555 
walker@gulfaero.com)  or  visit  us  at  wwW.gulfstreamvsp.com. 


THE  WORLD  STANDARD™ 

Gulfstream 
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Hershey  Foods 

4,221 

334.5 

3,448 

8,806 

10,211 

79 

17 

34 

88 

41 

31 

Hewlett-Packard 

49,057 

3,072.0 

33,379 

59,812 

63,407 

4,95 

■ 

466 

186 

■ 

444 

Hibernia 

1,466 

170.6 

16,698 

2,121 

3,927 

32 

453 

338 

328 

448 

382 

Hilton  Hotels 

3,451 

272.0 

8,515 

3,922 

9,868 

1,21 

22 

42 

158 

26 

38 

Home  Depot 

45,738 

2,581.0 

21,385 

96,642 

98,246 

4,79 

78 

72 

125 

78 

54 

Honeywell 

25,023 

1,659.0 

25,917 

32,418 

38,345 

3,78 

428 

473 

■ 

■ 

674 

Hormel  Foods 

3,719 

167.9 

1,660 

2,937 

2,986 

32 

426 

438 

■ 

■ 

625 

DR  Horton 

3.732 

196.9 

2,885 

1,418 

2,832 

35 

154 

71 

44 

88 

56 

Household  International 

11,961 

1,700.7 

76,706 

28,115 

80,518 

4,94 

■ 

■ 

316 

■ 

563 



Hudson  City  Bancorp 

619 

114.8 

9,380 

2,504 

3,567 

18 

■ 

■ 

382 

■ 

663 

Hudson  United  Bancorp 

639 

49.8 

6,817 

1,216 

1,528 

15 

462 

■ 

■ 

■ 

757 

Hughes  Supply 

3,291 

67.0 

1,487 

403 

968 

17 

a 

■ 

■ 

342 

^683 

Human  Genome  Sciences 

22 

-235.6 

1,949 

5,994 

6,394 

-8 

Enterprise  value:  Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents. 
■  Not  on  500  list.  'Formerly  Columbia/Healthcare.  2Formerly  Foundation  Health  Systems. 
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Can  you  imagine  spending  more  time  doing 
business  — by  spending  less  time  copying? 


I 


SM 


j|     IKON's  digital  expertise  gives  you  more  time  for  the  things  that  really  count. 

Planning  time.  Project  time.  Presentation  time.  You  get  more  time  for  them  all,  with  IKON's  digital  solutions.  Our 
best-of-breed,  high-speed,  digital  black-and-white  and  color  copiers  connect  to  your  network,  so  you  can  print,  collate 
and  finish  documents  from  your  desktop.  You  can  even  distribute  and  print  in  up  to  34  different  cities,  with  our  Web-based 
:al  Express®  2000.  Let  IKON  help  you  communicate  your  business  information  more  effectively.  Jump  to  www.ikon.com/tLme 
II 1-888-ASK-IKON  ext.  160. 


fes,  IKON !  (or:  Copiers,  Printers,  Facilities  Management,  Legal  Document  Services,  Business  Imaging,  Copying  and 

g,  e-Business  and  Document  Management  Solutions,  Network  and  Integration  Services,  and  Training  and  Certification  Services 

■i  Office  Solutions,  Inc.  2000.  IKON  Office  Solutions*  IKON.  The  Way  Business  Gets  Communicated",  YES,  IKON!"  and  Digital  Express*  2000  are 
irks  o(  IKON  Office  Solutions,  Inc. 


iKpN 


The  Way  Business 
Gets  Communicated* 


2000  RANK 


RANKIN 


MARKET     ENTERPRISE  OPER 


cm  cc 
iALtl 

DDfiriTC 

r  HUH  Id 

ACCSTTC 

MARKET 

ujii  nr 
VALUt 

SUPER 
tiAfin 

rnuDiuv 
ItUMrAni 

SALES 

/(Mil  \ 

PROFITS 

MIL) 

ASSETS 

VALUE 

VALUE 

/CUII  \ 

( 5>  M 1 L) 

INC 

/CI 

'*1 

175 

■ 

■ 

■ 

455 

Humana 

.  10,395 

90.0 

4,167 

2,166 

2.108 

1 

■ 

294 

114 

472 

310 

Huntington  Bancshares 

2  602 

328.4 

28,599 

3.592 

7,757 

8 

■ 

■ 

313 

258 

395 

i2  Technologies 

1,126 

-1,752.0 

9,257 

8,295 

7,906 

2 

115 

■ 

■ 

■ 

409 

I8P 

16,950 

152.7 

4,426 

2,546 

4,005 

6, 

■ 

■ 

■ 

284 

539 

IDEC  Pharmaceuticals 

155 

57.4 

856 

7,536 

7,569 

— —\ 

■ 

96 

■ 

■ 

394 

IDT 

1.087 

1,067.7 

2,198 

814 

417 

-A 

316 

■ 

408 

■ 

483 

IKON  Office  Solutions 

5,449 

100.4 

6,460 

756 

4.741 

51 

187 

111 

304 

119 

146 

Illinois  Tool  Works 

9,984 

958.0 

9,603 

18,767 

20,650 

1.9] 

■ 

■ 

■ 

180 

459 

Immune* 

862 

154.4 

2,039 

12,315 

11,762 

i: 

■ 

■ 

■ 

269 

528 

IMS  Health 

1,424 

116.1 

1,201 

7.903 

8,304 

3< 

■ 

■ 

380 

■ 

651 

Independence  Community  Dank 

492 

60.3 

7,065 

1.006 

2.383 

l] 

209 

159 

284 

293 

197 

Ingersoll-Dand 

8,798 

669.4 

10,529 

7,279 

11,379 

1,4 

48 

393 

466 

■ 

299 

Ingram  Micro 

30,715 

223.8 

6,609 

1,871 

2,361 

41 

■ 

208 

■ 

469 

457 

Integrated  Device  Technology 

976 

493.3 

1,491 

3,683 

3,318 

4( 

38 

5 

65 

7 

18 

Intel 

33,726 

10,535.0 

47.945 

195,245 

194,620 

15.31 

■ 

■ 

427 

■ 

712 

International  Dancshares 

479 

75.2 

5,800 

801 

2,408 

i: 

8 

9 

37 

10 

9 

International  Dusiness  Machines 

88,396 

8,093.0 

88,349 

167.206 

194,097 

16.6; 

■ 

499 

■ 

456 

735 

International  Game  Technology 

1,100 

162.6 

1,660 

3,819 

4,592 

3fl 

60 

■ 

73 

131 

159 

International  Paper 

28,180 

142.0 

42,109 

17,121 

38,545 

4,4^ 

308 

272 

290 

191 

219 

Interpublic  Group  of  Cos 

5,626 

358.7 

10,238 

11,275 

12,649 

1.05 

440 

■ 

■ 

731 

Interstate  Oakeries 

3,540 

66.5 

1,648 

812 

1,543 

2E 

■ 

322 

242 

391 

Intuit 

1,136 

292.7 

3,179 

8,742 

8,438 

22 

■ 

■ 

493 

801 

Invitrogen 

246 

-54.3 

2,369 

3,308 

3,301 

-t 

■ 

469 

■ 

■ 

772 

Iomega 

1,300 

169.6 

815 

988 

769 

22 

■ 

499 

■ 

813 

Ipalco  Enterprises 

859 

158.8 

2,095 

2,006 

3,182 

Al 

340 

347 

■ 

477 

446 

ITT  Industries 

4,829 

264.5 

4.611 

3.526 

4,476 

6£ 

■ 

■ 

■ 

376 

646 

IVAX 

793 

139.8 

1,068 

5,194 

5,208 

IE 

396 

477 

445 

574 

Jabil  Circuit 

3,997 

166.9 

2,150 

4,007 

3,947 

34 

441 

■ 

...  ■ 

■ 

732 

Jacobs  Engineering  Group 

3,539 

76.9 

1,399 

1,375 

1,438 

li 

■ 

■ 

130 

91 

259 

JDS  Uniphase 

2,630 

-2,571.5 

24,945 

27,787 

28,311 

82 

473 

193 

120 

368 

228 

a     mm       _  * 

Jeff erson  Pilot 

3,238 

536.6 

27,321 

6,735 

7,729 

84 

240 

123 

38 

199 

107 

John  Hancock  Financial  Services 

7,380 

849.1 

87,353 

10,920 

8,818 

1,22 

55 

20 

165 

14 

32 

Johnson  &  Johnson 

29,139 

4,800.0 

31.321 

129,705 

129,481 

7,9£ 

112 

216 

306 

363 

207 

Johnson  Controls 

17,291 

475.9 

9,542 

5,463 

7,448 

1,42 

383 

316 

■ 

417 

407 

Jones  Apparel  Group 

4,121 

302.0 

2,979 

4,420 

5,728 

71 

■ 

■ 

■ 

127 

419 

Juniper  Networks 

674 

147.9 

2,103 

17,886 

18,480 

23 

399 

415 

■ 

■ 

570 

KD  Home' 

3,931 

210.0 

2,829 

899 

2,485 

37 

257 

162 

484 

196 

231 

Kellogg 

6,955 

587.7 

4.896 

10,986 

13,144 

1,36 

363 

■ 

■ 

■ 

635 

Kelly  Services 

4,487 

87.2 

1,088 

956 

971 

IE 

■ 

308 

■ 

■ 

562 

Kemet 

1,326 

312.0 

1,278 

1,609 

1.558 

59 

383 

125 

362 

318 

250 

Kerr-McGee 

4,121 

842.0 

7,666 

6,443 

9,410 

2,26 

224 

104 

39 

265 

101 

KeyCorp 

8,139 

1,002.0 

87,270 

10,539 

34,634 

2,71 

325 

319 

374 

388 

319 

KeySpan 

5,121 

300:8 

7,253 

4,994 

7,864 

1,13 

135 

G6 

226 

69 

86 

Kimberly-Clark 

13,982 

1,800.6 

14,480 

36,397 

40,950 

3,20 

■ 

■ 

333 

334 

449 

Kinder  Morgan 

2,714 

152.0 

8,418 

6,184 

11,994 

50 

■ 

■ 

■ 

316 

574 

King  Pharmaceuticals 

620 

104.6 

1.282 

6,544 

6,585 

33 

■ 

258 

■ 

259 

363 

KLA-Tencor 

2,003 

380.2 

2,204 

8,289 

7,811 

54 

34 

■ 

221 

424 

248 

Kmart 

37,028 

-244.0 

14.630 

4,247 

7,828 

73 

476 

395 

■ 

446 

485 

Knight  Ridder 

3,212 

314.4 

4,244 

3,977 

5,881 

85 

■ 

352 

■ 

■ 

621 

Knight  Trading  Group2 

1,298 

259.9 

2,521 

1,957 

1,613 

44 

Enterprise  value:  Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents 
■  Not  on  500  list.  Formerly  Kaufman  &  Broad  Home.  ^Formerly  Knight/Trimark  Group. 
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Open  wide  and  say,  "I'm  glad  that  drill 
inning  at  1/2  million  rpm  has  Timken  precision  bearings." 


1  ental  drills,  rolling  mills,  race  cars,  and  robotics, 
I  rever  high-speed  precision  is  critical,  there's  a  Timken 
;  »vation.  A  century  of  transforming  ideas  into  reality 
transformed  our  company  into  a  worldwide  leader  of 
neered  solutions.  Learn  how  our  products  and 
jresses  can  help  yours.  Visit  www.  timken.com. 


WORLDWIDE  LEADER  IN  BEARINGS  AND  STEEL 


TIMKEN  COMPANY  (NYSE:  TKR). 


CT  THE  TIMKEN  COMPANY  AT  330-471-38: 


RANKI 


2000  RANK 


SALES 

PROFITS 

ASSETS 

MARKET 
VALUE 

SUPER 
RANK 

COMPANY 

SALES 

(SMIL) 

PROFITS 

(SMIL) 

ASSETS 

(SMIL) 

MARKET 
VALUE 

(SMIL) 

ENTERPRISE 
VALUE 

(SMIL) 

OPERA 
INCH 

(SM 

280 

262 

■ 

110 

241 

Kohl's 

.  6,152 

372.1 

3.855 

21,032 

21,818 

77 



18 

118 

181 

118 

74 

Kroger 

49,000 

880.1 

18,190 

18,789 

27,030 

2,49 

■ 

■ 

■ 

399 

673 

Laboratory  Corp  of  America 

1,919 

112.1 

1,667 

4,697 

5,155 

33 

■ 

354 

■ 

■ 

623 

Lafarge 

2,788 

257.4 

3,903 

2,185 

3,172 

57 

■ 

329 

■ 

■ 

596 

Lam  Research 

1,627 

282.9 

1,471 

3,164 

3.358 

40 

■ 

■ 

■ 

488 

796 

Lamar  Advertising 

687 

-94.1 

3,611 

3,372 

5,394 

33 

■ 

474 

■ 

■ 

779 

Lattice  Semiconductor 

568 

167.9 

1.296 

2.102 

1,826 

20 

133 

337 

337 

■ 

290 

Lear 

14,073 

274.7 

8,376 

2,101 

5,234 

1.22 

■ 

297 

■ 

■ 

550 

Lee  Enterprises 

441 

325.0 

1,127 

1,363 

1,480 

14 

■ 

476 

488 

■ 

759 

Legg  Mason 

1,568 

167.0 

4,824 

2,687 

733 

33 

374 

348 

■ 

463 

461 

Leggett&  Piatt 

4,276 

264.1 

3,373 

3,749 

4,778 

68 

64 

69 

18 

143 

47 

Lehman  Brothers  Holdings 

26,447 

1,775.0 

224,720 

15,398 

81,814 

4,87 

346 

386 

■ 

■ 

494 

Lennar 

4,707 

229.1 

3,778 

2,170 

3,137 

53 

470 

■ 

■ 

■ 

774 

Lennox  International 

3,247 

59.1 

2,055 

683 

1,336 

24 

■ 

■ 

216 

343 

378 

Level  3  Communications 

1,185 

-1,455.0 

14,919 

5,954 

12,090 

-78 

418 

326 

■ 

330 

386 

Lexmark  International 

3,807 

285.4 

2,073 

6,317 

6,398 

54 

■ 

■ 

160 

■ 

441 

Liberty  Financial  Cos 

1,342 

127.6 

20,151 

2,097 

980 

28 

169 

36 

219 

22 

76 

Eli  Lilly 

10,862 

3,057.8 

14,691 

86,599 

85,392 

3,99 

183 

234 

■ 

305 

259 

Limited 

10,105 

427.9 

4,088 

6,858 

6,837 

1.14 

262 

170 

31 

249 

143 

Lincoln  National 

6,852 

621.4 

99,858 

8,482 

8,327 

1,20 

■ 

257 

■ 

157 

325 

Linear  Technology 

887 

381.4 

1,792 

14,267 

13,982 

52 

307 

389 

482 

470 

432 

Litton  Industries 

5,626 

226.1 

4,908 

3,643 

5,245 

66 

486 

447 

■ 

■ 

722 

Liz  Claiborne 

3,104 

184.6 

1,742 

2,420 

2,871 

3S 

68 

■ 

109 

136 

173 

Lockheed  Martin 

25,329 

-424.0 

30,349 

16,266 

25,456 

2,58 

104 

62 

47 

201 

66 

Loews 

18,889 

1,876.7 

70,877 

10,874 

21,890 

2,85 

393 

■ 

■ 

■ 

664 

Longs  Drug  Stores 

4,027 

44.9 

1,358 

1,092 

1,312 

15 

■ 

■ 

463 

■ 

759 

Loral  Space  &  Communications 

1,224 

-1,369.0 

5,265 

901 

3,521 

15 

105 

131 

263 

106 

109 

Lowe's  Cos 

18,779 

809.9 

11,376 

22,504 

25,290 

1,81 

■ 

375 

■ 

360 

498 

LSI  Logic 

2,738 

236.6 

4,197 

5,602 

6,350 

81 

334 

■ 

447 

.  ■ 

536 

LTV 

4,934 

-719.0 

5,507 

19 

1,265 

15 

47 

■ 

62 

66 

133 

Lucent  Technologies 

31,589 

-1,022.0 

50,041 

37,508 

42,897 

3,11 

392 

218 

382 

■ 

354 

Lyondell  Chemical 

4,036 

470.0 

7,047 

1,887 

6,369 

61 

■ 

■ 

467 

■ 

768 

MAF  Bancorp 

381 

56.6 

5,196 

600 

2,059 

10 

■ 

324 

113 

322 

271 

M&TBank 

2,097 

286.2 

28,949 

6,409 

10,135 

60 

170 

463 

■ 

■ 

422 

Manpower 

10,843 

171.2 

3,042 

2,291 

2.666 

37 

■ 

■ 

451 

■ 

744 

Market 

1,094 

-27.6 

5,473 

1,550 

2.063 

2 

185 

214 

344 

220 

201 

Marriott  International 

10,017 

479.0 

8,237 

9,454 

11,178 

9S 

180 

91 

232 

90 

108 

Marsh  &  McLennan  Cos 

10,157 

1,181.0 

13,773 

25,367 

27,811 

2,66 

■ 

303 

124 

372 

287 

Marshall  &  llsley 

2,676 

317.4 

26,078 

5.236 

8,141 

64 

245 

181 

359 

202 

205 

Masco 

7,243 

591.7 

7,744 

10,863 

14,079 

1,29 

347 

■ 

■ 

274 

415 

Mattel 

4,670 

-431.0 

4,313 

7,751 

9.157 

65 

■ 

278 

■ 

166 

333 

Maxim  Integrated  Products 

1,073 

350.0 

1,504 

13,609 

13,569 

50 

127 

122 

257 

190 

137 

May  Department  Stores 

14,511 

858.0 

11,574 

11,481 

16,829 

2,25 

376 

422 

■ 

■ 

550 

Maytag 

4,248 

201.0 

2,669 

2,649 

3,847 

62 

■ 

195 

230 

295 

258 

MBIA 

1,057 

528.6 

13,894 

7,309 

8,581 

78 

229 

84 

83 

95 

85 

MBNA 

7,869 

1,312.5 

38,678 

26,363 

29,296 

3.07 

131 

56 

147 

70 

64 

McDonald's 

14,243 

1,977.3 

21,700 

35,951 

44,281 

4,13 



373 

217 

480 

194 

272 

McGraw-Hill  Cos 

4,281 

471.9 

4,931 

11,126 

12,331 

ixi 

30 

188 

262 

282 

156 

McKesson  HBOC 

39,938 

554.7 

11,437 

7,546 

8,635 

50 

■ 

■ 

370 

279 

434 

McLeodUSA 

1,397 

-452.9 

7,346 

7,582 

11,276 

6 

Enterprise  value:  Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents. 
■  Not  on  500  list. 
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Thinking  about  e-commerce? 


Think  ThomasRegister.com 


;n  you  decide  that  you  want  to  make  your  business 
•business,  you'll  want  to  work  with  a  company  that 
meet  your  needs  and  respond  to  the  market  every 
of  the  way. 

nas  Register  is  a  trusted  name  that  has  served 
?rican  industry  for  the  last  century.  We're 
doned  to  maintain  our  key  role  as  a  result  of 
?arly  entry  into  e-business. 

masRegister.com  is  the  leading  industrial  B2B 
icetplace  on  the  Internet.  It  is  used  by  nearly 
'million  qualified  industrial  buyers,  including 
lane  500  companies  and  the  government. 


Your  company  will  benefit  from  our  completely 
integrated  approach.  Our  program  will  enable 
you  to  put  your  catalogs  online,  receive  orders 
and  RFQs  and  process  credit  and  purchase  card 
payments  online  ...  and  much,  much  more. 
We've  already  helped  over  3,000  companies  accept 
orders  and  RFQs  online. 

To  find  out  more  about  how  we  can  help  you  become 
e-commerce  enabled  for  less  than  you  might  expect, 
call  us  at  l-800-TRWORKS  (879-6757),  or  e-mail 
us  at  bghanson@thomaspublishing.com. 


ThomasRegister.com 

Five  Penn  Plaza,  New  York,  NY  10001 


RANKING 


2000  RANK 


SALES 

PROFITS 

ASSETS 

MARKET 
VALUE 

SUPER 
RANK 

COMPANY 

SALES 

(SMIL) 

PROFITS 

(SMIL) 

ASSETS 

(SMIL) 

MARKET 
VALUE 

(SMIL) 

ENTERPRISE 
VALUE 

(SMIL) 

opera: 

INCOl 

SMI 

■ 

■ 

487 

■ 

795 

MCN  Energy  Group 

.2,791 

108.9 

4,864 

2,234 

4,318 

343 

368 

485 

434 

■ 

540 

Mead 

4,368 

163.6 

5.680 

2,535 

4,690 

682 

■ 

■ 

■ 

277 

534 

Medlmmune 

540 

145.0 

1,007 

7,647 

7,572 

315 

90 

405 

46 

185 

Medtronic 

5.466 

1,218.2 

6,512 

54,304 

54,045 

2.126 

285 

101 

61 

115 

95 

Mellon  Financial 

5,979 

1,007.0 

50.364 

19,805 

18,940 

2,189 

■ 

457 

323 

■ 

535 

Mercantile  Bankshares 

772 

175.2 

8.938 

2,626 

3,226 

296 

28 

12 

80 

11 

21 

Merck 

40,363 

6,821.7 

39,910 

165,986 

176,635 

10.366 

■ 

■ 

■ 

489 

797 

Mercury  Interactive 

307 

64.7 

974 

3,357 

3,525 

471 

■ 

■ 

■ 

777 

Merisel 

3,241 

-132.2 

302 

11 

49 

M 

24 

27 

8 

57 

19 

Merrill  Lynch 

44,872 

3,784.0 

407,200 

42,579 

645,708 

10,631 

44 

112 

15 

109 

46 

MerLife 

32,337 

953.0 

255,018 

21,870 

23,046 

2,842 

■ 

425 

■ 

■ 

707 

Metris  Cos 

1,439 

198.6 

3,728 

1,341 

1,532 

43E 

■ 

■ 

■ 

467 

768 

Metro-Goldwyn-Mayer 

1,237 

51.0 

3,548 

3,693 

4,326 

799 

■ 

■ 

415 

431 

613 

Metromedia  Fiber  Network 

188 

-407.2 

6,252 

4,158 

5.659 

-150 

■ 

191 

■ 

333 

367 

MGIC  Investment 

1,110 

542.0 

3.858 

6,260 

6,652 

84; 

474 

479 

281 

440 

452 

MGM  Mirage1 

3,233 

166.2 

10,735 

4,033 

11,416 

976 

■ 

■ 

■ 

494 

804 

Microchip  Technology 

651 

152.5 

1,060 

3,299 

3,239 

298 

237 

76 

298 

97 

139 

Micron  Technology 

7,584 

1,515.1 

9,802 

25,822 

26,073 

3,304 

74 

6 

56 

2 

22 

Microsoft 

23,845 

9,999.0 

57,691 

288,111 

296,029 

ll,69&j 

■ 

■ 

■ 

351 

619 

Millennium  Pharmaceuticals 

196 

-201.9 

1,812 

5,796 

5,769 

-95 

118 

64 

223 

56 

80 

Minnesota  Mining  &  Mf  g 

16,724 

1,857.0 

14,522 

42,589 

45,529 

4,08! 

142 

291 

136 

248 

175 

Mirant 

13,289 

332.0 

24,136 

8,488 

14,966 

982 

■ 

355 

■ 

■ 

625 

Mitchell  Energy  &  Development 

1,667 

257.1 

1,520 

2,669 

3,150 

536 

468 

488 

■ 

■ 

749 

Mohawk  Industries 

3,256 

162.6 

1,793 

1,518 

2,183 

399 

■ 

358 

■ 

303 

441 

Molex 

2.437 

255.2 

2,301 

7,020 

6,931 

582. 

■ 

402 

■ 

■ 

677 

Montana  Power 

1,000 

217.2 

2,626 

1,581 

2,278 

148 

■ 

350 

133 

■ 

349 

MONY  Group 

2,182 

262.3 

24,575 

1,662 

1,915 

421 

■ 

500 

■ 

422 

701 

Moody's 

602 

158.5 

398 

4,315 

4,496 

309i 

12 

15 

2 

24 

4 

JP  Morgan  Chase  &  Co 

60,065 

5,727.0 

715,348 

84,371 

208,329 

14,960 

23 

17 

7 

37 

15 

Morgan  Stanley  Dean  Witter 

45,413 

5,456.0 

426,794 

63,663 

161,902 

10,874 

33 

83 

72 

80 

43 

Motorola 

37,580 

1,318.0 

42,343 

31,750 

40,637 

5,312 

350 

312 

■ 

■ 

444 

Murphy  Oil 

4,614 

305.6 

3,134 

2,814 

3,436 

682 

■ 

■ 

■ 

251 

511 

Nabors  Industries 

1,365 

135.5 

3,134 

8,405 

9,104 

369 

394 

■ 

■ 

■ 

665 

Nash  Finch 

4,016 

15.8 

881 

186 

545 

108 

205 

85 

36 

141 

82 

National  City 

9.051 

1,302.4 

88,535 

15,650 

36,610 

3,46B| 

■ 

■ 

198 

386 

389 

National  Commerce  Bancorp 

1,499 

117.5 

16,553 

5,019 

7,284 

3901 

■ 

224 

■ 

421 

429 

National  Semiconductor 

2,307 

444.0 

2,502 

4,330 

3,553 

655 

496 

■ 

■ 

■ 

810 

National  Steel 

2,979 

-129.8 

2,565 

95 

643 

391 

478 

230 

35 

395 

239 

Nationwide  Financial  Services 

3,195 

434.9 

93,179 

4,821 

5,476 

1,048 

231 

■ 

398 

■ 

420 

Navistar  International 

7,792 

54.0 

6,638 

1,503 

3,602 

697 

287 

451 

473 

432 

427 

NCR 

5,959 

178.0 

5,106 

4,143 

4,287 

5681 

498 

■ 

■ 

■ 

812 

Neiman  Marcus  Group 

2,949 

143.4 

1,839 

1,618 

1,794 

352 

■ 

■ 

.  ■ 

304 

557 

Network  Appliance 

980 

98.9 

1,039 

6,898 

6,689 

211 

■ 

■ 

499 

■ 

813 

New  York  Community  Bancorp 

196 

24.5 

4,711 

1,185 

2,089 

46 

449 

247 

■ 

307 

357 

New  York  Times 

3,489 

397.5 

3,607 

6,743 

7,710 

863 

258 

238 

373 

289 

242 

Newell  Rubbermaid 

6,935 

421.6 

7,262 

7,459 

10,574 

1,172 

298 

■ 

140 

193 

234 

Nextel  Communications 

5,714 

-711.0 

22,686 

11,142 

23,885 

1,264) 

359 

■ 

246 

■ 

399 

Niagara  Mohawk  Holdings 

4,539 

-45.6 

12,642 

2,727 

10,003 

1,1471 

198 

17G 

428 

215 

211 

NIKE 

9.270 

601.0 

5,778 

9,926 

10,991 

1,251 

283 

■ 

165 

339 

284 

NiSource 

S.031 

156.9 

19,697 

6,019 

16,588 

1,007 

Enterprise  value:  Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents. 
■  Not  on  500  list.  'Formerly  MGM  Grand. 
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[booking  for  a  good  home  for  the  retirement  savings  plan  you've  left  behind? 
pok  no  further  than  Vanguard.  We'll  make  it  simple  to  rollover  those  assets 
[to  a  Vanguard  IRA,  provide  you  with  all  the  investment  choices  you 
>uld  want,  and  keep  our  expenses  prudently  low.  So,  who  says  you  can't 
ke  it  with  you?  Call  1-800-523-8797  or  visit  THEVkngUaixiGROUP 
ww.  vanguard  .com/?  rollover.  www.  vanguard,  com 

r  more  complete  information  about  Vanguard  funds,  including  risks,  charges,  and  expenses,  call  for  a  prospectus.  Read  it  caiefully  before  you 
est  or  send  money.  ©  2001  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor. 


2000  RANK 


MARKET  SUPER 


SALES 


PROFITS  ASSETS 


MARKET 
VALUE 


RANKIN 


ENTERPRISE 
VALUE 


SALES 

PROFITS 

ASSETS 

VALUE 

RANK 

COMPANY 

(SMIL) 

(SMIL) 

(SMIL) 

(SMIL) 

(SMIL) 

($1 

■ 

438 

■ 

■ 

729 

Noble  Affiliates 

.  1,394 

191.6 

1,879 

2,589 

3,203 

56 

■ 

481 

■ 

326 

559 

Noble  Drilling 

883 

165.6 

2,596 

6,380 

7,052 

35 

313 

■ 

■ 

■ 

578 

Nordstrom 

5,529 

101.9 

3.609 

2,294 

3,464 

278 

462 

172 

336 

268 

Norfolk  Southern 

6,159 

172.4 

18.976 

6,101 

16,582 

■ 

378 

218 

441 

372 

North  Fork  Bancorporation 

1,175 

234.8 

14,841 

4,013 

7,996 

290 

398 

289 

■ 

343 

Northeast  Utilities 

5,901 

220.1 

10,242 

2,547 

8,124 

439 

210 

90 

168 

191 

Northern  Trust 

3.548 

485.1 

36,023 

13,394 

21,825 

91 

234 

174 

383 

315 

213 

Northrop  Grumman 

7,618 

608.0 

9.622 

6,549 

8,802 

1.41 

183 

356 

276 

■ 

285 

Northwest  Airlines 

11,415 

256.0 

10.877 

1,678 

7,006 

1.1E 

248 

■ 

■ 

■ 

588 

Northwestern 

7,132 

44.0 

2,537 

561 

2,092 

14 

■ 

377 

■ 

314 

464 

Novellus  Systems 

1,174 

235.7 

2,015 

6,551 

5,887 

32 

■ 

458 

441 

■ 

678 

NStar 

2,700 

175.0 

5,570 

2,071 

5,386 

8C 

■ 

■ 

116 

265 

311 

NTL 

2,841 

-2,963.7 

28,384 

8,071 

23,721 

2C 

355 

389 

■ 

485 

433 

Nucor 

4,586 

310.9 

3,722 

3,399 

3,786 

73* 

■ 

■ 

■ 

451 

744 

Nvidia 

735 

99.9 

1,016 

3,886 

3,488 

14 

148 

74 

168 

235 

112 

Dccidental  Petroleum 

13,574 

1,569.0 

19,414 

9,014 

18,688 

3,69 

■ 

489 

■ 

■ 

686 

Dcean  Energy 

1,074 

213.2 

2,890 

2,952 

4,042 

7E 

168 

■ 

■ 

■ 

441 

Office  Depot 

11,570 

49.3 

4,196 

2,654 

3,342 

4] 

324 

■ 

■ 

■ 

588 

OfficeMax 

5,156 

-133.2 

2,293 

353 

516 

] 

468 

■ 

■ 

■ 

754 

OGE  Energy 

3,298 

147.0 

4,320 

1,774 

4,385 

52 

■ 

333 

137 

368 

298 

Old  Kent  Financial 

2,138 

278.3 

23,842 

5,338 

8,915 

54 

■ 

■ 

325 

■ 

589 

Old  National  Bancorp 

740 

61.7 

8,768 

1,505 

2,775 

14 

■ 

320 

372 

■ 

465 

Old  Bepublic  International 

2,071 

297.6 

7,281 

3,194 

3,405 

44 

279 

206 

297 

156 

194 

Omnicom  Group 

6,154 

498.8 

9,859 

14,956 

15,981 

1,06 

269 

■ 

368 

■ 

424 

Oneok 

6,643 

143.5 

7,500 

1,214 

3,901 

41 

■ 

■ 

■ 

481 

786 

ONI  Systems 

60 

-136.9 

1,015 

3,500 

2,948 

-IS 

■ 

■ 

■ 

385 

655 

Openwave  Systems' 

238 

-636.8 

2,034 

5,024 

4,874 

-3 

168 

13 

369 

21 

88 

Oracle 

10,970 

6,618.6 

9,451 

89,727 

86,191 

4,24 

447 

■ 

■ 

■ 

739 

Owens  &  Minor 

3,504 

33.1 

868 

516 

817 

10 

333 

■ 

398 

■ 

491 

Owens  Corning 

4,940 

-465.0 

6,638 

185 

2,870 

5£ 

318 

■ 

287 

■ 

394 

Owens-Illinois 

5,577 

-269.7 

10,343 

1,216 

7,665 

41 

387 

325 

■ 

■ 

474 

Oxford  Health  Plans 

4,112 

285.4 

1,445 

2,772 

2,754 

55 

227 

226 

343 

475 

274 

Paccar 

7,919 

441.8 

8,271 

3,539 

7,000 

1,08 

■ 

■ 

229 

■ 

489 

Pacific  Century  Financial 

1.309 

113.7 

14,014 

1,532 

3,962 

26 

162 

493 

459 

■ 

485 

PacifiCare  Health  Systems 

11,468 

161.0 

5,323 

940 

1,430 

39 

484 

365 

■ 

■ 

616 

Pactiv 

3,134 

247.0 

4,341 

2,082 

4,125 

57 

■ 

■ 

■ 

226 

487 

Palm 

1,546 

60.9 

1,453 

9,205 

8,465 

id 

338 

■ 

272 

■ 

482 

Park  Place  Entertainment 

4,896 

143.0 

10,995 

2,885 

9,006 

1,28 

282 

235 

466 

384 

388 

Parker-Hannifin 

5,811 

423.0 

5,308 

5,026 

6,581 

90 

■ 

372 

■ 

169 

373 

Paychex 

838 

238.7 

2,671 

13,323 

13,218 

35 

489 

■ 

■ 

■ 

813 

Payless  ShoeSource 

2,948 

124.2 

1,003 

1,446 

1,763 

33 

41 

■ 

159 

414 

229 

JC  Penney 

32,649 

-409.0 

20,413 

4,447 

12,339 

89 

477 

■ 

■ 

■ 

781 

Pennzoil-Quaker  State 

3,204 

-86,2 

2,821 

1,072 

2,302 

li 

■ 

■ 

258 

■ 

516 

People's  Bank 

1,060 

108.4 

11,571 

1,554 

3,911 

21 

■ 

■ 

■ 

328 

594 

PeopleSoft 

1,736 

145.7 

1,970 

6  333 

5,755 

18 

225 

387 

360 

357 

295 

Pepsi  Bottling  Group 

7,982 

229.0 

7,736 

5,641 

9,998 

1.05 

89 

51 

178 

35 

55 

PepsiCo 

20,438 

2,183.0 

18,339 

64,189 

67,104 

4,18 

52 

28 

97 

4 

29 

Pfizer 

29,574 

3,726.0 

33,510 

246,246 

250,939 

9,63 

78 

■ 

96 

383 

218 

PG&E 

22,945 

142.0 

33,891 

5,071 

18,834 

2,19 

im 

113 

122 

39 

63 

Pharmacia 

18,144 

947.0 

26.656 

61,963 

66,594 

3,93 

Enterprise  value:  Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents. 
■  Not  on  500  list.  'Formerly  Phone.com. 
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DU  ALREADY  HAVE  A  KILLER  BUSINESS  APR 

FS  YOUR  BROWSER.^ 


log  on  to  sale.sforce.com  -  a  powerful  online  customer  relationship  management  service 
helps  you  acquire,  grow,  and  retain  more  customers  without  buying  or  installing  a  single 
pe  of  software.  That  means  no  start-up  costs.  No  risk.  No  need  to  wait.  It's  all  just  a  click 
(ty.  For  a  limited  time,  sign  up  online  and  your  first  five  users  are  FREE  for  the  first  12  months, 
us  at  1-800-NO-SOFTWARF  or  better  yet,  visit  us  online  at  www.salesforce.com. 


salesforce.com 

Point.  Click.  Close. 


ranking: 


2000  RANK 


MARKET  ENTERPRISE 


DUALI W 

rnllrlld 

MARKET 

VAI  1IC 
VALUE 

SUPER 

DA  II  If 
JUS  fi  n 

rnuDAiiv 

lUMrANT 

SALES 

PROFITS 

/run  \ 

ASSETS 

limit) 

VALUE 

/  C  Mil  i 

( I>  MIL ) 

VALUE 

/(yil  V 

(SMIL; 

INCOMI 

1 S  MIL 

361 

■ 

356 

478 

466 

Phelps  Dodge 

4,525 

29.0 

7,831 

3,518 

6,487 

753.1 

11 

7 

41 

18 

12 

Philip  Morris  Cos 

63,276 

8,510.0 

79,067 

105,977 

140,827 

16,396] 

85 

63 

157 

161 

81 

Phillips  Petroleum 

20,835 

1,862.0 

20,509 

13,972 

22,873 

5,208] 

430 

315 

377 

466 

396 

Pinnacle  West  Capital 

3,690 

302.3 

7,149 

3,734 

7,368 

1,100.! 

■ 

482 

■ 

■ 

788 

Pioneer  Natural  Resources 

853 

164.5 

2,954 

1,707 

3,289 

475J 

409 

166 

353 

246 

244 

Pitney  Bowes 

3,881 

627.2 

7,901 

8,780 

13,280 

1  316* 

415 

■ 

■ 

■ 

692 

Pittston 

3,834 

-204.7 

2,479 

1,003 

1,329 

281.] 

344 

■ 

■ 

■ 

611 

Plains  Resources 

4,785 

40.8 

1,372 

373 

1,252 

195J 

■ 

■ 

■ 

359 

631 

PMC-Sierra 

695 

75.3 

1,126 

5,620 

5,414 

250i 

■ 

351 

■ 

■ 

619 

PMI  Group 

763 

260.2 

2,393 

2,439 

2,658 

403.1 

233 

87 

48 

122 

84 

PNC  Financial  Services  Group 

7,623 

1,279.0 

69,844 

18,358 

27,574 

2,4894 

■ 

336 

117 

458 

323 

Popular 

2,615 

276.1 

28,057 

3,774 

13,233 

6291 

■ 

276 

383 

■ 

439 

Potomac  Electric  Power 

2,624 

352.0 

7,027 

2,450 

5,664 

80C 

212 

171 

318 

246 

196 

PPG  Industries 

8,629 

620.0 

9,125 

8,602 

12,133 

1,649.1 

302 

209 

252 

325 

224 

PPL 

5,683 

487.0 

12,360 

6,388 

13,542 

1,584.1 

329 

268 

358 

386 

269 

Praxair 

5,043 

363.0 

7,762 

7,228 

10,880 

1,220.1 

■ 

341 

■ 

429 

528 

T  Rowe  Price  Group 

1,212 

269.0 

1,469 

4,171 

4,403 

521.1 

31 

29 

88 

23 

27 

Procter  &  Gamble 

39,595 

3,618.0 

36,825 

86,572 

99,846 

7,8411 

385 

215 

161 

256 

216 

Progress  Energy1 

4,119 

478.4 

20,091 

8,470 

20,577 

1.554.J 

265 

■ 

293 

366 

306 

Progressive 

6,771 

46.1 

10,052 

6,780 

7,520 

19L< 

■ 

■ 

212 

■ 

476 

Protective  Life 

1,734 

153.5 

15,159 

1,932 

2,448 

293.j 

■ 

■ 

449 

■ 

742 

Provident  Bankshares 

490 

44.8 

5,505 

566 

1,673 

90.1 

■ 

■ 

231 

■ 

494 

Provident  Financial  Group 

1,225 

73.6 

13,857 

1,368 

4,748 

281.j 

288 

162 

185 

165 

167 

Providian  Financial 

5,948 

651.8 

18,055 

13,752 

14,152 

1,196.1 

■ 

■ 

443 

■ 

734 

PSINet 

1,029 

-1,985.1 

5,557 

132 

4,069 

-57. 

263 

138 

155 

247 

168 

Public  Service  Enterprise  Group 

6,848 

764.0 

20,796 

8,535 

21,597 

2,381. 

454 

435 

444 

■ 

598 

Puget  Energy 

3,442 

193.8 

5,557 

1,943 

5,301 

689 

381 

442 

■ 

■ 

585 

Pulte 

4,159 

188.5 

2,886 

1,375 

2,111 

392,' 

336 

271 

■ 

174 

276 

Quaker  Oats 

5,041 

360.6 

2,419 

12,896 

13,524 

916. 

■ 

■ 

440 

64 

358 

Qualcomm 

2,761 

135.5 

5,580 

38,661 

37,883 

947. 

461 

■ 

■ 

■ 

756 

Quantum-HDD  Group 

3,298 

21.5 

1,224 

801 

525 

63. 

456 

■ 

■ 

434 

658 

Quest  Diagnostics 

3,421 

104.9 

2,865 

4,137 

4,993 

452. 

126 

■ 

46 

42 

141 

Qwest  Communications  Int! 

16,610 

-81.0 

73,501 

58,458 

79,138 

6.9171 

■ 

363 

■ 

■ 

635 

Radian  Group 

615 

248.9 

2,273 

2,293 

2,621 

3521 

343 

265 

■ 

294 

317 

RadioShack3 

4,795 

368.0 

2,577 

7,318 

8,139 

736i 

■ 

255 

■ 

219 

342 

Ralston  Purina 

2,766 

382.8 

3,068 

9,593 

11,148 

637 

■ 

■ 

■ 

482 

788 

Rambus 

95 

-95.6 

242 

3,470 

3,399 

48i 

■ 

■ 

■ 

406 

681 

Rational  Software 

754 

91.5 

1,455 

4,580 

4,803 

152 

■ 

■ 

378 

■ 

647 

Raymond  James  Financial 

1,736 

130.6 

7,130 

1,411 

1,257 

239 

116 

■ 

121 

217 

199 

Raytheon 

16,895 

141.0 

26,777 

9,756 

19,589 

2,3191 

■ 

■ 

493 

■ 

861 

RCN 

333 

-768.7 

4,779 

554 

4,463 

-332 

■ 

459 

■ 

■ 

752 

Reader's  Digest  Association 

2S03 

174.4 

1,919 

2,997 

3,106 

324 

■ 

■ 

494 

■ 

864 

Redback  Networks 

278 

-1,007.5 

4,771 

2,800 

3,254 

9 

414 

196 

71 

327 

269 

Regions  Financial 

3,835 

527.5 

43,688 

6,360 

12,811 

898 

■ 

■ 

420 

■ 

699 

Reinsurance  Group  of  America 

1,726 

77.7 

6,062 

1,922 

2,294 

195 

479 

■ 

247 

■ 

485 

Reliance  Group  Holdings 

3,192 

-1,028.6 

12,598 

4 

525 

-914 

54 

227 

181 

184 

97 

Reliant  Energy 

29,339 

440.1 

32,077 

11,906 

26,797 

2,745 

■ 

395 

■ 

■ 

667 

Republic  Services 

2,103 

221.0 

3,562 

3,155 

4,537 

638 

■ 

■ 

445 

■ 

737 

Riggs  National 

473 

21.6 

5,554 

442 

890 

89 

136 

■ 

331 

■ 

341 

Rite  Aid 

13,915 

-2,017.8 

8,502 

1,994 

8,345 

-254 

Enterprise  value: 
■  Not  on  500  list 


Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents. 
'Formerly  Carolina  Power  &.  Light,  formerly  U  S  West,  formerly  Tandy. 
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ROBJN  NOTICED  THE  PKOBLEM 
ALMOST  IMMEDIATELY 


While  some  solutions  are  readily  apparent,  others  require  deeper  insight. 
[  With  capital  markets  experience  across  all  industries,  First  Union  Securities 
has  guided  hundreds  of  growing  companies  through  complex  strategic 
I  decisions  with  unmatched  private  equity  investing,  advisory  services  and 
'  capital-raising  solutions.  Our  ideas  can  help  you  achieve  your  goals. 

I  F 

A  powerful  ally. 


Hllnion  Securities  is  the  trade  name  under  which  First  Union  Corporation  conducts  its  investment  banking,  securities  and  capital  markets  businesses  through  its  bank  and 
11  >ank  subsidiaries,  including  FIRST  UNION  SECURITIES,  INC.  ("FUSI"),  member  NASD,  NYSE  and  S1PC,  and  the  institutional  finance  divisions  of  First  Union  National  Bank 
HxlB").  M&A  advisory,  equity  and  debt  underwriting  are  provided  by  FUSI.  Principal  investing  is  provided  by  First  Union  Corporation  ("FTU").  ©2001  First  Union  Corp. 


2000  RANK 


MARKET  ENTERPRISE 


SALES 

PROFITS 

ASSETS 

MARKET 
VALUE 

SUPER 
RANK 

COMPANY 

SALES 

(SMIL) 

PROMTS 

(SMIL) 

ASSETS 

(SMIL) 

VALUE 

(SMIL) 

VALUE 

(SMIL) 

IHCO 

(SMI 

223 

276 

207 

348 

217 

RJ  Reynolds  Tobacco  Holdings 

.  8,167 

352.0 

15,554 

5,826 

6,886 

1,391 

493 

■ 

■ 

■ 

991 

Roadway  Express 

3,040 

56.5 

870 

418 

353 

15! 

■ 

445 

■ 

439 

953 

Robert  Half  International 

2,699 

186.1 

971 

4,037 

3,811 

34' 

270 

172 

424 

252 

239 

Rockwell  international 

6,598 

613.0 

5,928 

8,400 

9.612 

1.18! 

261 

275 

266 

291 

229 

Rohm  and  Haas 

6,879 

354.0 

11,251 

7,363 

12,299 

1.39! 

■ 

■ 

363 

■ 

935 

Roslyn  Bancorp 

546 

89.9 

7,664 

1,412 

4,184 

13j 

■ 

421 

■ 

■ 

791 

RSA  Security 

280 

205.8 

590 

1.605 

1,514 

55 

319 

■ 

459 

■ 

527 

Ryder  System 

5,337 

89.0 

5,475 

1,220 

4,273 

881 

■ 

■ 

■ 

399 

979 

Sabre  Holdings 

2,617 

144.1 

2,650 

4,781 

5,919 

591 

249 

■ 

194 

■ 

393 

Safeco 

7,118 

114.6 

31,512 

3.040 

5,789 

47! 

45 

95 

213 

93 

79 

Safeway 

31,977 

1,091.9 

15,137 

26,488 

32,877 

3,11 

■ 

■ 

■ 

425 

797 

StJude  Medical 

1,179 

129.1 

1,529 

4,242 

4,522 

32! 

214 

196 

77 

221 

113 

St  Paul  Cos 

8,608 

993.5 

41,075 

9.432 

11,452 

i,68: 

272 

■ 

475 

■ 

599 

Saks 

6,581 

75.2 

5,051 

1,735 

3,478 

56! 

■ 

319 

■ 

■ 

579 

SanDisk 

602 

298.7 

1,108 

1,419 

1,386 

141 

399 

345 

■ 

237 

332 

Sanmina 

4,538 

265.2 

3,768 

9,001 

9,252 

661 

■ 

■ 

■ 

415 

993 

Santa  Fe  International 

584 

107.2 

1,694 

4,427 

4,280 

19 

■ 

■ 

395 

■ 

939 

Santander  RanCorp1 

668 

76.6 

7,643 

781 

2,588 

111 

119 

73 

259 

129 

199 

Sara  Lee 

17,850 

1,627.0 

11,532 

17,550 

21,601 

2,341 

14 

9 

33 

13 

11 

SBC  Communications 

51,476 

7,967.0 

98,651 

142,091 

175,534 

20,49 

455 

395 

379 

■ 

499 

Scana 

3,433 

221.0 

7,128 

2,744 

6,874 

79 

199 

45 

279 

49 

93 

Schering-Plough 

9,815 

2,423.0 

10,805 

52,295 

51,215 

3,391 

294 

149 

95 

194 

119 

Charles  Schwab 

5,788 

718.1 

38,154 

23,611 

21,928 

1,641 

293 

499 

■ 

■ 

494 

SCI  Systems 

9,147 

213.2 

4,161 

2,743 

3,977 

541 

■ 

331 

■ 

295 

499 

Scientific-Atlanta 

2,222 

281.3 

1,814 

7,524 

7,082 

37 

■ 

497 

■ 

493 

959 

EW  Scripps 

1,719 

163.5 

2,573 

4,602 

5,442 

45 

499 

399 

■ 

■ 

649 

Sealed  Air 

3,068 

225.3 

3,990 

3,111 

5,912 

681 

27 

92 

99 

179 

91 

Sears,  Roebuck 

40,937 

1,343.0 

36,350 

12,498 

30,252 

4.60 

■ 

■ 

■ 

494 

792 

SEI  Investments 

599 

99.0 

376 

3,746 

3,676 

16! 

253 

233 

299 

491 

229 

Sempra  Energy 

7,037 

429.0 

15,612 

4,682 

9,690 

1,461 

■ 

■ 

235 

■ 

499 

Service  Corp  International 

2,565 

-455.9 

13,419 

1,097 

5,285 

491 

299 

449 

■ 

■ 

494 

ServiceMaster 

5,971 

185.0 

3,968 

3,016 

4,796 

57 

222 

■ 

■ 

■ 

492 

7-Eleven 

8,186 

106.5 

2,742 

1,042 

2,722 

45 

322 

■ 

■ 

444 

523 

Sherwin-Williams 

5,212 

16.0 

3,751 

4,007 

4,754 

72 

444 

■ 

■ 

■ 

735 

ShopKo  Stores 

3,517 

-15.8 

1,984 

230 

1,101 

20 

■ 

394 

■ 

179 

393 

Siebel  Systems 

1,795 

221.9 

2,162 

12,719 

12,267 

39 

■ 

■ 

437 

■ 

727 

Sierra  Pacific  Resources 

2,334 

-39.8 

5,639 

1,041 

4,562 

28 

a 

392 

■ 

497 

543 

Sigma-Aldrich 

1,096 

320.2 

1,348 

3,374 

3,624 

28 

■ 

499 

439 

■ 

724 

Silicon  Valley  Rancshares 

576 

159.1 

5,627 

1,277 

-377 

27 

■ 

■ 

339 

■ 

992 

Sky  Financial  Group 

748 

114.4 

8.387 

1,531 

3,010 

19 

■ 

■ 

■ 

492 

757 

Smith  International 

2,761 

72.8 

2,295 

3,754 

4,680 

27 

293 

426 

■ 

■ 

479 

Smithf  ield  Foods 

5,790 

198.5 

3,172 

1,685 

2,799 

46 

219 

391 

295 

■ 

397 

Smurfit-Stone  Container 

8,796 

225:0 

11.280 

3,197 

9,862 

1.4] 

342 

■ 

■ 

■ 

999 

Sodexho  Marriott  Services 

4,805 

71.0 

1,463 

1,826 

2,775 

29 

99 

175 

222 

149 

122 

Solectron 

19,495 

603.2 

14,605 

15,034 

18,863 

1,24 

480 

■ 

■ 

■ 

794 

Solutia 

3,185 

49.0 

3,581 

1,409 

2,668 

21 

292 

■ 

■ 

■ 

537 

Sonic  Automotive 

6,052 

74.2 

1,789 

333 

1,423 

23 

■ 

397 

■ 

■ 

569 

SonicRlue 

537 

312.8 

1,264 

520 

758 

-19 

■ 

479 

■ 

■ 

793 

Sonoco  Products 

2,711 

166.3 

2,213 

1,998 

2,955 

4E 

■ 

■ 

■ 

361 

632 

Sonus  Networks 

52 

-50.0 

195 

5,588 

5,501 

_c 

Enterprise  value: 
■  Not  on  500  list 


Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents. 
'Formerly  Banco  Santander  Puerto  Rico. 
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send 
rporate  e-mail 

late  calendar 

ck  inventory 
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directory 


Looking  to  prosper  in  a  rapidly  changing  business  world?  Keep  moving 


The  Sprint  PCS  Wireless  Web™  for  business  gives  your  employees  a  fast,  secure  connection 
to  your  company's  network,  even  when  they're  out  of  the  office.  With  their  wireless  Internet- 
ready  Sprint  PCS  Phone]"  they  can  submit  reports,  place  orders,  send  and  receive  e-mail, 
even  access  Microsoft  Exchange  and  Siebel  eBusiness  Applications  -  all  in  real  time. 
Plus,  they'll  enjoy  crystal-clear  calls,  thanks  to  the  only  all-digital,  all-PCS  nationwide 
network  serving  more  than  300  major  metropolitan  areas  and  all  major  airports. 

To  start  making  your  business  more  productive,  call  1-888-895-4186  or  visit  sprintpcs.com. 


Sprint 


The  Sprint  PCS  Clear  Wireless  Workplace.  Because  business  can't  wait 


Sprint  PCS 


int  PCS  Wireless  Web  Browser  is  not  available  while  roaming  off  the  Sprint  PCS  Network.  Subject  to  credit  approval.  Sprint  PCS  Wireless  Web  service  may  not  be 
jjtely  available  in  select  affiliate  markets.  Terms  and  restrictions  for  Sprint  PCS  Wireless  Web  services  are  available  in  the  Wireless  Web  brochure.  ©2001  Sprint  Spectrum 
I  rights  reserved.  Sprint,  Sprint  PCS,  Sprint  PCS  Wireless  Web,  Sprint  PCS  Phone  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  LP 

tm 
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2000  RANK 


SALES 

PROFITS 

ASSETS 

MARKET 
VALUE 

SUPER 
RANK 

COMPANY 

SALES 

(SMIL) 

PROFITS 

(SMIL) 

ASSETS 

(SMIL) 

MARKET 
VALUE 

(SMIL) 

ENTERPRISE 
VALUE 

(SMIL) 

OPER 
INC 

(SW 

■ 

■ 

466 

■ 

766 

South  Financial  Group 

•  438 

7.0 

5,221 

598 

1.198 

184 

105 

118 

173 

182 

Southern  Co 

10,066 

994.0 

28,042 

12,996 

30,290 

3,74 

404 

212 

69 

299 

204 

SouthTrust 

3,900 

482  3 

45,147 

7,257 

16,721 

91 

305 

169 

397 

177 

215 

Southwest  Airlines 

5,650 

625.2 

6.670 

12,651 

13,851 

1,32 

■ 

■ 

98 

■ 

396 

Sovereign  Bancorp 

2,378 

-41.0 

33,458 

1,992 

7,745 

2£ 

459 

■ 

■ 

■ 

752 

Spartan  Stores 

3,343 

20.4 

814 

190 

474 

1 

424 

■ 

■ 

■ 

706 

Spherion1 

3,741 

74.5 

2,483 

569 

1,307 

2E 

427 

■ 

■ 

■ 

712 

Spiegel 

3,725 

124.9 

2,583 

791 

1.563 

34 

111 

57 

138 

123 

72 

Sprint  FON 

17,688 

1,967.0 

23,649 

18,205 

23,867 

5.1C 

274 

■ 

164 

128 

228 

Sprint  PCS 

6,341 

-1,868.0 

19,763 

17,676 

32,276 

-, 

■ 

427 

■ 

■ 

712 

SPX 

2,679 

198.3 

3,165 

2,896 

4,550 

4" 

485 

■ 

■ 

■ 

792 

Staff  Leasing 

3,104 

0.6 

212 

62 

39 

■ 

■ 

391 

■ 

662 

StanCorp  Financial  Group 

1,463 

94.7 

6,860 

1,256 

816 

r 

■ 

434 

■ 

■ 

723 

Stanley  Works 

2,749 

194.4 

1,885 

3.006 

3,341 

42 

172 

■ 

■ 

280 

336 

Staples 

10,674 

59.7 

3,989 

7.553 

7,915 

7] 

■ 

■ 

■ 

261 

519 

Starbucks 

2,310 

108.8 

1,602 

8,190 

8,047 

3) 

371 

244 

245 

312 

246 

Starwood  Hotels  &  Resorts 

4.345 

406.0 

12,660 

6,565 

13,393 

l,5t 

289 

178 

48 

154 

131 

State  Street 

5,921 

595.0 

69,298 

14,614 

-5,926 

9( 

■ 

■ 

464 

■ 

762 

Staten  Island  Bancorp 

387 

53.9 

5,241 

820 

2,957 

j 

416 

412 

■ 

■ 

582 

Steelcase 

3,824 

212.0 

3,190 

1,901 

2,407 

4/ 

■ 

168 

■ 

347 

358 

Stilwell  Financial 

2,248 

663.7 

1,581 

5,858 

5,778 

1,1' 

■ 

385 

■ 

212 

486 

Stryker 

2,289 

221.0 

2,430 

10,239 

11,184 

6( 

296 

■ 

■ 

■ 

548 

Suiza  Foods 

5,756 

118.7 

3,780 

1,314 

3,308 

52 

180 

53 

184 

46 

61 

Sun  Microsystems 

19,181 

2,161.5 

18,080 

60,105 

60,568 

3,7: 

■ 

411 

■ 

301 

474 

SunGard  Data  Systems 

1,661 

213.0 

1,845 

7,088 

6,666 

4£ 

158 

236 

456 

■ 

300 

Sunoco 

12,426 

422.0 

5,426 

2,817 

3.763 

94 

213 

86 

36 

120 

78 

SunTrust  Banks 

8.619 

1,294.1 

103,496 

18,694 

34,906 

2.61 

76 

366 

394 

■ 

287 

Supervalu 

23,249 

246.9 

6,739 

1,749 

4,561 

9E 

■ 

■ 

498 

■ 

799 

Susquehanna  Bancshares 

427 

55.0 

4,793 

708 

1,610 

1( 

■ 

■ 

■ 

486 

793 

Sycamore  Networks 

419 

15.3 

1,793 

3,383 

3,062 

] 

■ 

313 

■ 

■ 

578 

Sylvan  Learning  Systems 

317 

305.2 

1,010 

972 

938 

i 

■ 

■ 

■ 

316 

563 

Symbol  Technologies 

1,450 

-68.9 

2,093 

6,632 

6,899 

2£ 

■ 

348 

217 

286 

382 

Synovus  Financial 

1,931 

262.6 

14,908 

7.491 

8,515 

52 

86 

198 

479 

132 

188 

Sysco 

20,645 

521.4 

4,988 

16,774 

18,018 

l.lf 

35 

88 

166 

79 

59 

Target 

36,903 

1,264.0 

19,490 

31.872 

39,043 

3.4] 

■ 

444 

269 

■ 

476 

TCF  Financial 

1,155 

186.2 

11,197 

2,856 

5,648 

3C 

■ 

441 

385 

415 

448 

TD  Waterhouse  Group 

1,541 

190.4 

9.593 

4,440 

4,087 

4c 

90 

452 

■ 

■ 

374 

Tech  Data 

20,428 

178.0 

4,616 

1,557 

2,989 

42 

■ 

368 

435 

476 

528 

TECD  Energy 

2.295 

250.9 

5,676 

3,538 

6,941 

6£ 

■ 

48 

328 

378 

269 

Telephone  &  Data  Systems 

2,327 

2,271.3 

8,635 

5,166 

7,876 

81 

457 

148 

■ 

125 

258 

Tellabs 

3,387 

760.0 

3,073 

17,935 

17,614 

ui 

372 

432 

182 

■ 

351 

Temple-Inland 

4,286 

195.0 

18,142 

2,225 

7,536 

63 

161 

253 

238 

172 

177 

Tenet  Healthcare 

11,589 

387.0 

13,121 

13,012 

18,483 

2,06 

438 

■ 

■ 

■ 

729 

Tenneco  Automotive 

3,549 

-41.0 

2,886 

112 

1,762 

2E 

482 

201 

■ 

341 

368 

Teradyne 

3.044 

517.8 

2,305 

5,996 

5,732 

7E 

328 

■ 

■ 

■ 

584 

Tesoro  Petroleum 

5.103 

73.3 

1,544 

375 

943 

IS 

16 

43 

167 

68 

39 

Texaco 

50,100 

2,542.0 

30,867 

36,838 

46,382 

5,66 

157 

33 

188 

45 

71 

Texas  Instruments 

11,875 

3,087.0 

17,720 

54,667 

55,755 

3,71 

145 

335 

281 

278 

198 

Textron 

13,090 

277.0 

16,370 

7,889 

15,186 

2,07 

■ 

■ 

486 

420 

688 

Thermo  Electron 

2.281 

-23.7 

4,880 

4,374 

5,536 

29 

Enterprise  value:  Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents. 
■  Not  on  500  list   Formerly  Interim  Services. 
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FORDABLE  COLOR  COPIERS 


The  Toshiba  FC22  color  copier  boasts  our  exclusive  Color  Inline  Printing  System, 
which  makes  it  the  fastest,  smallest  and  most  affordable  copier  in  its  class.  Delivering  an 
unprecedented  9600x600  dpi  color  resolution,  this  champ  comes  network-capable  so  you  can 
print  remotely  and  color  scan  on  the  fly.  In  short,  it's  a  whole  lot  of  copier  for  very  little  coin. 
For  more  information  on  our  copiers,  fax  machines  and  printers  visit  copiers.toshiba.com. 


ihiba  America  Business  Solutions.  Inc.  Electronic  Imaging  Division.  All  rights  reserved 


TOSHIBA 

Don't  copy.  Lead. 


RANKIN 


2000  BANK 

MARKET     ENTERPRISE  0PEH 


SALES 

PROFITS 

ASSETS 

MARKET 
VALUE 

SUPER 
RANK 

COMPANY 

SALES 

(SMIL) 

PROFITS 

(SMIL) 

ASSETS 

(SMIL) 

VALUE 

(SMIL) 

VALUE 

(SMIL) 

INC 

(SI 

433 

■ 

498 

■ 

718 

3Com 

.  3,630 

1247 

4.720 

2,041 

1,190 

-1 

■ 

440 

■ 

423 

634 

Tiffany 

1,668 

190  6 

1.568 

4.313 

4  429 

3" 

■ 

■ 

■ 

321 

583 

Time  Warner  Telecom 

487 

1.2 

1.353 

6.417 

6,766 

1, 

192 

192 

■ 

254 

240 

TJX  Cos 

9.579 

538  1 

2,932 

8.370 

8.596 

1.0 

■ 

■ 

■ 

427 

712 

TMP  Worldwide 

1.292 

569 

1,992 

4,224 

3.688 

2 

■ 

486 

■ 

■ 

793 

Toll  Brothers 

1.942 

163.5 

2,242 

1,266 

2  058 

3 

■ 

270 

242 

413 

328 

Torchmark 

2.516 

361.8 

12,963 

4,471 

5.324 

6 

71 

184 

322 

340 

183 

Tosco 

24,545 

529.4 

9,004 

6,010 

9,101 

1,3 

166 

245 

324 

387 

234 

Toys  "R"  Us 

11,332 

404.0 

8.929 

4.809 

7,397 

6 

442 

■ 

■ 

■ 

733 

Trans  World  Airlines 

3.538 

-374.2 

2.104 

8 

750 

- 

327 

■ 

■ 

■ 

592 

TransMontaigne 

5,104 

6.3 

800 

127 

485 

337 

392 

220 

187 

238 

Tribune 

4,910 

224.4 

14.676 

11,663 

18,085 

1.4 

250 

242 

■ 

367 

384 

Tricon  Global  Restaurants 

7.093 

413.0 

4,296 

5,368 

7,765 

1,4 

■ 

■ 

388 

■ 

656 

Trustmark 

613 

104.2 

6,887 

1,356 

3,147 

1 

113 

229 

189 

484 

195 

TRW 

17.231 

438.1 

16,467 

4,595 

12,191 

1,8 

82 

116 

70 

213 

83 

TOP 

22.009 

916.0 

44,990 

10,093 

36,428 

3,9 

248 

■ 

489 

■ 

501 

Tyson  Foods 

7,122 

121.0 

4,799 

2,923 

4,744 

5 

98 

346 

135 

■ 

221 

UAL 

19.352 

265.0 

24,355 

1.852 

11,500 

1,8 

130 

223 

422 

■ 

276 

Ultramar  Diamond  Shamrock 

14,292 

444.3 

5,988 

3,167 

5.224 

1,0 

■ 

■ 

355 

■ 

625 

UMB  Financial 

627 

65.1 

7,867 

790 

657 

1 

156 

125 

108 

171 

93 

Union  Pacific 

11,878 

842.0 

30,499 

13,087 

29.976 

3,0 

488 

243 

94 

387 

254 

Union  Planters 

3.087 

409  3 

34,721 

5.003 

8,950 

8 

482 

228 

93 

433 

263 

UnionBanCal 

3,148 

439.9 

35,162 

4,142 

5,256 

7 

268 

369 

432 

487 

340 

Unisys 

6,885 

244.8 

5,718 

4,570 

4,954 

6 

338 

■ 

■ 

■ 

605 

United  Auto  Group 

4,884 

34.0 

1,756 

234 

1,372 

1 

■ 

■ 

483 

■ 

790 

United  Bankshares 

412 

59.0 

4,905 

915 

1,810 

51 

37 

148 

36 

44 

United  Parcel  Service 

29,771 

2,934.0 

21,662 

64,178 

69,238 

5,6 

■ 

456 

471 

■ 

710 

United  Rentals 

2,919 

176.4 

5,124 

1,311 

4,866 

9 

114 

38 

23 

61 

41 

US  Bancorp 

17,078 

2,875.6 

164,818 

39,390 

66,141 

6,4 

398 

■ 

■ 

■ 

670 

United  Stationers 

3,945 

98.6 

1,447 

792 

1,205 

2 

63 

65 

128 

71 

51 

United  Technologies 

26,583 

1,808.0 

25.364 

35,302 

40,406 

3,9 

■ 

■ 

362 

■ 

554 

UnitedGlobalCom 

1,159 

-852.4 

9,714 

1,606 

11,547 

-4 

84 

145 

271 

121 

114 

UnitedHealth  Group 

21,122 

736.0 

11,053 

18,418 

18,524 

1,4 

■ 

■ 

417 

■ 

695 

Unitrin 

1,953 

91.0 

6,165 

2,461 

2,828 

1 

475 

■ 

■ 

■ 

788 

Universal 

3,232 

111.0 

1,931 

1,036 

1,828 

2 

■ 

■ 

■ 

292 

546 

Univision  Communications 

863 

116.9 

1,448 

7  360 

7,776 

3. 

287 

138 

294 

243 

187 

Unocal 

8,914 

760.0 

10.010 

8,716 

12,519 

2,11 

183 

187 

78 

328 

168 

UnumProvident 

9,438 

564.2 

40,364 

6,424 

8,634 

1,1' 

188 

■ 

317 

■ 

362 

US  Airways  Group 

9,269 

-166.0 

9.127 

2,252 

4,745 

31 

388 

221 

63 

188 

183 

USA  Education2 

4,166 

465  0 

48,792 

11661 

56,710 

1,31 

352 

■ 

273 

253 

389 

USA  Networks 

4,601 

-55.5 

10,969 

8,385 

13,646 

1.4- 

422 

■ 

■ 

■ 

784 

USG 

3,781 

-259.0 

3,214 

728 

1,369 

6 

■ 

225 

■ 

393 

412 

USTInc 

1,512 

441.9 

1,646 

4.888 

5,848 

7! 

49 

232 

211 

244 

151 

 1 

USX-Marathon 

30,143 

432.0 

15,232 

8,699 

13,902 

3,6 

281 

■ 

327 

■ 

401 



USX-US  Steel 

6,090 

-21.0 

8,711 

1,383 

4,645 

4! 

58 

419 

228 

■ 

253 

UtiliCorp  United 

28,975 

206.8 

14,116 

2,963 

6.562 

51 

126 

288 

■ 

■ 

325 

Valero  Energy 

14,671 

339.1 

4,308 

2.228 

3,862 

71 

■ 

■ 

418 

688 

Valley  National  Bancorp 

512 

106.8 

6,426 

2.037 

2,550 

2] 

■ 

470 

■ 

774 

Vector  Group3 

650 

168.8 

444 

519 

604 

i 

376 

■ 

■ 

643 

Venator  Group 

4,356 

-239.0 

2,232 

1,691 

1,895 

3: 

■ 

■ 

178 

281 

335 

VeriSign 

475 

-3,115.5 

19,168 

7,548 

6,955 

-1.2 

Enterprise  value:  Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents 
■  Not  on  500  list.  'Formerly  Texas  Utilities,  formerly  SLM  Holding,  formerly  Brooke  Group. 
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IT'S  63 
FLOORS 
DOWN  TO 
THE  COLD. 


ASPHALT. 


Unrestricted  access  to  your  messages  is  a 
must-have.  Access  via  the  device  of  your 
choice  is  more  than  a  mere  convenience. 
That's  why  real-world  professionals  rely  on 
FirstClass®  Unified  Communications  from 
Centrinity  to  manage  and  control  their 
messages.  With  FirstClass,  you  can  retrieve 
all  of  your  email,  voice  mail  and  fax 
messages  directly  from  your  computer, 
telephone,  PDA  or  wireless  handheld — 
whichever  tool  is  most  practical  for  the 
way  you  work.  Wherever  it  is  you  work. 
No  mere  messaging  tool  even  comes  close. 
Drop  by  www.63floors.centrinity.com  and 
let  our  free  demo  prove  it  to  you. 


FirstClass  Unified  Communications. 

Work  On  Your  Terms. 


Centr/nity  Unified  Communications 


2000  RANK 


MARKET  SUPER 


SALES 


PROFITS  ASSETS 


MARKET 
VALUE 


RANKIN! 


ENTERPRISE 
VALUE 


SALES 

PROFITS 

ASSETS 

VALUE 

RANK 

COMPANY 

(SMIL) 

(SMIL) 

(SMIL) 

(SMIL) 

(SMIL) 

(SW 

■ 

■ 

■ 

100 

397 

Veritas  Software 

1,207 

-619.8 

4,083 

24,391 

24,477 

42 

10 

4 

24 

15 

4 

Verizon  Communications 

64,707 

10,810.0 

164,735 

126,724 

219,504 

25,22 

297 

342 

■ 

455 

393 

VF 

5,748 

267.1 

4,358 

3,833 

4,928 

68 

93 

■ 

40 

33 

129 

Viacom  - 

20,044 

-363.8 

82,423 

68,389 

87,282 

4,24 

■ 

■ 

413 

■ 

690 

Viad 

1,727 

144.5 

6,300 

2,129 

2.543 

25 

■ 

429 

■ 

■ 

716 

Vintage  Petroleum 

829 

197.3 

1.338 

1,251 

1,732 

46 

■ 

200 

■ 

■ 

476 

Vishay  Intertechnology 

2,465 

517.9 

2,807 

2,700 

2,673 

83 

97 

340 

264 

■ 

252 

Visteon 

19,467 

270.0 

11,325 

1,900 

2,618 

1,33 

■ 

■ 

■ 

266 

524 

Vitesse  Semiconductor 

517 

36.1 

1.964 

8,015 

8,345 

26 

■ 

■ 

167 

112 

280 

VoiceStream  Wireless 

1,923 

-2,081.9 

19,430 

20,042 

26,738 

-64 

■ 

399 

■ 

405 

555 

Vulcan  Materials 

2,492 

219.9 

3,229 

4,582 

5,862 

57 

243 

128 

45 

183 

106 

Wachovia 

7,277 

832.3 

74,032 

12,163 

28,143 

2,34 

2 

14 

42 

6 

10 

Wal-Mart  Stores 

191,329 

6,295.0 

77,895 

210,827 

228.897 

12,39 

83 

132 

352 

55 

115 

Walgreen 

21,998 

807.5 

7,911 

42,884 

43,439 

1,50 

■ 

■ 

389 

■ 

658 

Washington  Federal 

523 

102.8 

6,877 

1,438 

3,864 

18 

123 

61 

19 

96 

48 

Washington  Mutual 

15,766 

1,898.6 

194,716 

26,059 

125,093 

3,82 

■ 

■ 

■ 

358 

630 

Washington  Post 

2,412 

136.5 

3,201 

5,636 

6,670 

52 

148 

■ 

174 

140 

281 

Waste  Management  Holdings 

12,492 

-97.0 

18,565 

15,856 

25,141 

3,21 

■ 

■ 

■ 

319 

579 

Waters 

795 

145.3 

692 

6,429 

6,358 

23 

■ 

465 

■ 

356 

582 

Watson  Pharmaceuticals 

812 

170.7 

2,585 

5,704 

6,461 

21 

■ 

■ 

■ 

338 

683 

Weatherford  International 

1,814 

-44.8 

3,503 

6,026 

7,226 

37 

■ 

■ 

295 

■ 

548 

WebMD 

351 

-1,971.4 

9,990 

2,356 

2,568 

-39 

■ 

■ 

267 

■ 

525 

Webster  Financial 

868 

118.3 

11,250 

1,340 

4,303 

23 

201 

266 

448 

344 

278 

WellPoint  Hearth  Networks 

9,229 

342.3 

5,505 

5,946 

5,938 

70 

61 

26 

13 

27 

20 

Wells  Fargo 

27,568 

4,026.0 

272,426 

79,834 

123,495 

10,09 

■ 

487 

■ 

■ 

768 

Wendy's  International 

2,237 

169.6 

1,958 

2,684 

3,040 

41 

408 

■ 

■ 

■ 

685 

Wesco  International 

3,881 

33.4 

1,143 

389 

857 

15 

■ 

■ 

354 

■ 

623 

Westcorp 

761 

74.5 

7,868 

514 

4,659 

17 

463 

■ 

■ 

■ 

759 

Western  Gas  Resources 

3,282 

57.8 

1,438 

998 

1,584 

17 

■ 

■ 

357 

■ 

629 

Western  Resources 

2,238 

29.0 

7,787 

1,700 

6,454 

69 

419 

373 

404 

-  ■ 

467 

Westvaco 

3,790 

237.7 

6.529 

2,428 

6,027 

86 

121 

127 

180 

198 

118 

Weyerhaeuser 

15,980 

840.0 

18,195 

10,931 

19,032 

2,53 

177 

266 

387 

480 

291 

Whirlpool 

10,325 

367.0 

6,902 

3,510 

5,503 

1,20 

■ 

■ 

416 

■ 

693 

Whitney  Holding 

489 

67.0 

6,242 

1,009 

1,337 

12 

348 

283 

472 

381 

348 

Willamette  Industries 

4,652 

344.9 

5,118 

5,086 

7,300 

96 

182 

197 

79 

111 

99 

Williams  Cos 

10,110 

524.3 

40,197 

20,202 

37,502 

2,69 

■ 

■ 

371 

■ 

644 

Wilmington  Trust 

747 

120.9 

7,322 

1,915 

2,957 

21 

144 

■ 

■ 

474 

412 

Winn-Dixie  Stores 

13,157 

-210.6 

3,065 

3,547 

4,098 

32 

■ 

■ 

481 

■ 

786 

WinStar  Communications 

759 

-765.4 

4,922 

655 

5,135 

-21, 

458 

■ 

334 

■ 

545 

Wisconsin  Energy 

3,355 

154.2 

8,406 

2,551 

7,583 

84 

32 

25 

32 

53 

23 

WorldCom2 

39,090 

4,174.0 

98,903 

47,361 

80.543 

13,031 

■ 

379 

■ 

■ 

648 

WorldPort  Communications 

28 

234.6 

251 

63 

-110 

-2 

■ 

293 

■ 

208 

356 

WmWrigleyJr 

2,146 

328.9 

1.575 

10,476 

10,216 

52 

164 

190 

146 

223 

147 

Xcel  Energy 

11,409 

545.8 

21,769 

9,387 

21,701 

2,501 

106 

■ 

111 

450 

244 

Xerox 

18,632 

-384.0 

29.283 

3,911 

22,325 

1,42 

■ 

157 

■ 

152 

293 

Xilinx 

1,559 

673.7 

2,504 

14,767 

14,904 

57 

■ 

■ 

320 

411 

491 

XO  Communications 

724 

-1,101.3 

9,085 

4,524 

10,009 

6 

■ 

■ 

■ 

245 

506 

Yahoo! 

1,110 

70.8 

2,270 

8,640 

8,212 

38 

436 

■ 

■ 

■ 

726 

Yellow 

3,588 

68.0 

1,308 

445 

717 

26 

497 

■ 

■ 

■ 

683 

York  International 

3,888 

106.6 

2,774 

1,179 

2,048 

29 

■ 

492 

144 

300 

371 

Zions  Bancorporation 

1,915 

161.7 

21,939 

4,683 

7,888 

53 

Enterprise  value: 
■  Not  on  500  list 


Sum  of  market  value  of  common,  liquidation  value  of  preferred  and  all  debt,  minus  cash  and  equivalents. 
'Forme  !y  Healtheon/WebMD.  ^Formerly  MCI  WorldCom. 
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[     SPECIAL     ADVERTISING  SECTION 


JAHt 


designs  on  the 


Futu  * 


By  Steven  Cole  Smith 


[  ADVERTISEMENT 


Axiomatic? 
The  Newest  Isuzu  Qualifies 

Webster's  New  World  Dictionary  defines 
"axiom"  as  "a  statement  universally  accept- 
ed as  true."  Isuzu  defines  it  as  "a  versatile 
new  sport  wagon  designed  as  a  driver's 
machine,  with  the  heart  of  an  SUV." 

One  of  Japan's  oldest  automotive  man- 
ufacturers, Isuzu  has  become  a  sport  utili- 
ty vehicle  specialist,  presently  marketing 
the  big  Trooper,  the  smaller  Rodeo,  the 
sporty  Rodeo  Sport  (once  known  as  the 
Amigo)  and  the  unique  VehiCross. 

The  2002  Axiom,  which  is  just  now 
reaching  Isuzu  dealers,  is  a  roomy,  power- 
ful SUV  that  successfully  blends  trucklike 
durability  and  utility  with  carlike  comfort.  It's 
a  mainstream  product,  aimed  directly  at  the 
best-selling  SUVs  on  the  market  today. 

The  Axiom  is  of  "body-on-frame"  con- 
struction, which  is  how  pickup  trucks  — 
and  those  vehicles  typically  derived  from 
pickups  —  are  usually  built.  Body-on-frame 
means  that  there's  a  separate  frame,  with 
the  body  attached  to  it.  Most  cars  —  and 
most  SUVs  derived  from  cars  —  are  of 
"unit  body"  construction,  which  means 
that  instead  of  a  frame,  the  platform  is 
stamped  out  of  a  big  sheet  of  metal. 

Though  substantial  advances  in  vehicle 
construction  have  made  the  differences 
less  and  less  perceptible,  SUVs  with 
frames  are  generally  regarded  as  more 
rugged,  and  more  rough-riding,  than  unit 
body  SUVs.  The  Axiom  is  perhaps  the  best 
example  of  how  blurred  that  line  has 
become  —  though  it  rides  on  a  massive. 


rigid  frame,  the  newest  Isuzu  has  the 
dynamic  look  and  comfortable  feel  of  a 
vehicle  that  is  car-derived,  instead  of 
truck-derived. 

Beneath  the  hood  is  a  potent,  excep- 
tionally smooth-running  240-horsepower 
aluminum  alloy  3.5-liter  V-6,  which  has 
more  power  than  many  V-8  engines  and 
proves  it  with  4,500  lb.  towing  capability. 
The  engine  is  nicely  matched  to  a  four- 
speed  automatic  transmission. 

Inside,  the  Axiom  is  roomy,  with  seats 
and  trim  that  are  unusually  upscale  for  such 
an  affordable  vehicle.  The  dashboard  is 
bold  in  design,  with  the  stereo  and  climate 
controls  bordered  by  prominent  vertical 
struts.  A  Multi-Information  Display  (MID) 
screen  has  controls  for  the  sound  system, 
automatic  climate  control  and  trip  comput- 
er, and  it  keeps  time  with  an  onboard  clock 
calibrated  to  the  U.S.  atomic  clock.  The 
MID  also  monitors  vehicle  heading  with  a 
digital  compass. 

The  Axiom  is  available  in  rear-wheei- 
drive,  or  with  a  four-wheel-drive  system 
called  Torque-On-Demand™  (TOD),  which 
has  been  used  in  Isuzu  Troopers  since 
1 998.  TOD  allows  the  Axiom  to  run  in  rear- 
wheel-drive  until  onboard  sensors  detect 
that  one  or  both  of  the  rear  wheels  has  lost 
traction.  Then,  the  system  transfers  as 
much  as  half  the  available  power  to  the 
front  wheels  until  the  rear  wheels  regain 
their  grip.  There's  also  a  low-range  setting 
in  the  four-wheel-drive  gearing  to  give  the 
Axiom  additional  grunt  for  real  off-roading. 


Chevrolet  Corvette 

The  Axiom  will  be  offered  in  two 
levels  —  the  base  model  and  the  m 
deluxe  XS.  Even  the  base  trim  gets 
plenty  of  features,  such  as  the  230-hi 
engine  and  automatic  transmission, 
air-conditioning,  power  windows,  mirti 
and  locks,  an  eight-speaker  AMj 
stereo  with  a  cassette  and  compact 
player,  cruise  control,  four-wheel  antii 
brakes  and  a  full-size  spare  tire.  The 
adds  a  sunroof,  fog  lights,  exception 
handsome  leather  seating  trim  and  c 
power  front  seats. 

Isuzu  plans  to  build  only  32,000  for 
first  model  year,  so  get  in  line  now. 

Chevrolet  Corvette: 
A  Winner  On  Track,  and  Off 

Each  February,  dozens  of  vehicles  an 
erally  hundreds  of  drivers  migrate  to 
tona  Beach,  Fla.,  for  America's  prem 
endurance  race:  the  Rolex  24  Hour 
Daytona. 

Just  finishing  at  all  is  a  triumph,  and 
year,  a  Chevrolet  Corvette  won.  It  was 
supposed  to.  The  Corvette  runs  in  the 
class,  which  means  the  racing  versic 
derived  from  the  passenger  car  you 
buy  at  your  local  Chevrolet  dealer, 
fastest  cars,  costing  far  more  than 
racing  Corvette,  are  in  the  Sports  R; 
Prototype  class.  They  are  all-out  race  c 
having  nothing  in  common  with  passet 
cars  except  for  the  fact  both  have 
wheels  and  an  engine. 

The  Sports  Racer  Prototype  ent 
proved  fast,  but  fragile.  The  Chevr 
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Isuzu  defines  the  Axiom  as  "a  versatile  new  sport  wagon 
designed  as  a  driver's  machine  with  the  heart  of  an  SUV." 


Corvette  driven  by  Ron  Fellows,  Johnny 
O'Connell,  Chris  Kneifel  and  Franck  Freon 
was  fast  and  very  nearly  bulletproof.  In  the 
allotted  time,  the  Corvette  completed  665 
laps  —  more  than  2,335  miles  —  on  the 
Daytona  International  Speedway  road 
course.  The  second-place  car  was  eight 
laps  behind. 

Why  is  a  motorsports  program  important 
for  the  Corvette?  Simple,  says  Corvette 
brand  manager  Jim  Campbell.  "The  Corvette 
racing  program  reinforces  and  underscores 
our  commitment  to  the  Corvette  and  its 
heritage.  Racing  just  furthers  that  commit- 
ment. If  you  look  at  the  product  we  put  on 
the  track  and  the  one  we  put  in  the  show- 
room, they're  so  similar,  and  both  get  better 
because  of  the  other." 

Indeed,  the  current  model  Corvette  is 
inarguably  the  most  sophisticated  ever. 

"Corvette  for  2001  offers  more  in  sev- 
eral dimensions  —  more  performance, 
more  agility  and  more  refinements,"  says 
Dave  Hill,  Corvette  chief  engineer.  "We've 
expanded  the  envelope  in  every  direction, 
especially  with  the  new  Z06." 


The  "new"  Z06  is  actually  the  second 
time  around  for  that  performance  designa- 
tion. The  original  Z06  was  a  race-ready  ver- 
sion of  the  1963  Corvette,  of  which  fewer 
than  200  were  built.  While  that  Z06  was 
barely  street-legal  and  offered  virtually  no 
comfort  and  safety  amenities,  the  2001 
Z06  achieves  a  comparable  degree  of  per- 
formance, yet  retains  leather  upholstery, 
air-conditioning,  a  sophisticated  stereo  and 
all  the  power-operated  creature  comforts. 

While  the  Z06  may  be  receiving  the  lion's 
share  of  attention  this  model  year,  it's  one 
of  three  models  in  the  lineup,  the  other 
two  being  the  Corvette  hardtop  and  con- 
vertible. All  Corvettes  are  powered  by  a 
5.7-liter  V-8  engine  —  350  horsepower  for 
the  coupe  and  convertible,  385  horsepow- 
er for  the  Z06  hardtop. 

It's  worth  noting  that  despite  the  ground- 
pounding  performance,  the  manual-trans- 
mission versions  of  all  three  Corvette  models 
still  achieve  EPA-rated  fuel  economy  of 
19mpg  in  the  city,  28mpg  on  the  highway. 
For  Jim  Campbell,  maintaining  the 
Corvette's  dominance  in  the  market- 
place and  on  the  racetrack  is  not 
taken  lightly.  "It  would  be 
easy  to  be  intimidated 


by  the  responsibility  of  carrying  on  the 
dition  and  heritage  Corvette  enjoys.  1 1 
the  job  very  seriously,  but  I  sleep  \ 
with  all  the  tools  at  my  disposal  — 
ticularly  Dave  Hill,  his  engineering  te 
and  members  of  my  own  brand  tea 
know  we'll  succeed." 

Chevrolet  Suburban,  Tahoe: 
Two  Target  Markets,  Two  Bull's-Eye 

Think  the  sport-ute  phenomenon  is  a  r 
one?  Consider  then,  that  Chevrolet  be 
building  the  Suburban  in  1935.  But  at 
time,  the  Suburban  was  considered  a  b 
of  burden  and  was  largely  ignored  by 
general  public,  despite  redesigned  b 
styles  in  1 937,  1 941 ,  1 948,  1 955  and  1 ! 

It  was  that  '73  model,  which  had 
doors,  that  really  began  to  make  custon 
consider  the  Suburban  as  the  ultirr 
family  vehicle.  By  the  time  Texas  Mor 
magazine  proclaimed  the  Suburban  tc 
the  "national  car  of  Texas, "  the  secret 
already  out. 

Since  1969,  the  Suburban  has  b 
joined  in  the  Chevrolet  lineup  by  a  sma 
but  still  full-sized  two-door  SUV.  That  mi 
was  called  the  Blazer,  a  name  that  eve 
ally  was  awarded  exclusively  to  a  sm 
Chevy  SUV.  In  1995,  what  we  had 
thought  of  as  the  big  Blazer  was  re-cl 
tened  the  Tahoe,  and  for  the  first  time, 
model  received  four  doors.  Suddenly 
tomers  who  wanted  the  sort  of  utili 
Suburban  offered  but  didn't  need  a 
a  large  vehicle  had  a  natural  alterna 
Steve  Ramsey,  brand  manager  for  I 


Chevrolet  Tahoe 


mam 


Z 


in  that's  beautifully  appointed  wi 
xury  SUV  in  the  world  to  receive 
nment's  highest  crash-test  rating.*  For  more  information  or  to  schedule  a 
ive,  visit  lincolnvehicles.com  or  call  800-688-8898. 
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Cadillac  Escalade 


the  Suburban  and  Tahoe,  says  that  the  two 
models,  though  they  share  some  mechan- 
ical bits  and  pieces,  target  different  audi- 
ences. The  Tahoe,  due  largely  to  its  1 16- 
inch  wheelbase,  "is  an  authentic  sport  utility 
that's  popular  with  off-road  enthusiasts  and 
urban  adventurers  alike,"  says  Ramsey. 
"Tahoe  is  the  genuine  article,  with  a  tried 
and  true  reputation  for  dependability  that 
the  competition  just  can't  match." 

With  its  130-inch  wheelbase,  the  Subur- 
ban may  not  be  as  nimble  off-road  as  the 
Tahoe,  but  the  extra  length  —  the  Subur- 
ban is  20.4  inches  longer  than  the  Tahoe  — 
allows  the  Suburban  to  seat  as  many  as 
nine,  and  still  have  some  room  left  over  for 
luggage  or  groceries.  "With  more  families 
spending  time  on  the  road,"  Ramsey  says, 
"they're  turning  to  the  brand  they  trust. 
They  want  it  all:  exceptional  power,  cargo 
space,  passenger  room,  towing  capacity 
and,  most  of  all,  safety." 

If  you  need  a  workhorse,  the  Suburban  is 
available  in  a  three-quarter  ton  model  called 
the  2500  that  is  designed  for  heavier-duty 
service.  It's  available  with  the  all-new  Vortec 
81 00  V-8  engine  that  pumps  out  340  horse- 
power and  455  pound-feet  of  torque  (the 
measure  of  pulling  power).  The  all-new  8.1- 
liter  engine  (496  cubic  inches)  still  runs  on 
regular  gasoline,  as  do  the  5.3-  and  6.0-liter 
V-8s  that  are  also  available  in  the  Suburban. 
With  the  8.1 -liter  engine,  the  Suburban  can 


tow  a  remarkable  12,000  pounds. 

The  Tahoe  is  no  slouch  when  it  comes  to 
trailer  towing:  with  the  285-horsepower 
5.3-liter  V-8,  it  can  tow  as  much  as  8,700 
pounds  when  properly  equipped. 

With  an  available  leather  interior,  OnStar 
emergency  communications  system  and  a 
premium  audio  system,  the  Suburban  and 
Tahoe  can  be  outfitted  to  be  as  luxurious  as 
most  any  car,  yet  lose  none  of  their  heavy- 
duty  versatility. 

A  sophisticated  four-wheel-drive  system, 
Autotrac,  is  available  on  Suburbans  and 
Tahoes.  Autotrac  has  an  "Auto"  setting  that 
allows  the  vehicle  to  run  in  regular  rear- 
wheel-drive  until  sensors  detect  some 
wheel  slippage.  Then,  the  system  imme- 
diately sends  power  to  the  front  wheels 
until  proper  traction  is  restored. 

With  the  Suburban  and  Tahoe  on  its  roster, 
Chevrolet  is  prepared  to  take  on  all  comers 
in  the  full-size  SUV  market  —  as  the  com- 
pany has  for  more  than  65  years. 

Cadillac  Escalade:  Raising  the  Bar 

When  Cadillac  jumped  into  the  sport  utility 
market  with  the  Escalade  in  1998,  the 
move  was  greeted  with  skepticism.  Cadil- 
lac? A  sport-ute? 

It  was  also  greeted  with  startling  suc- 
cess. Within  a  year,  Cadillac  was  selling 
Escalades  at  a  rate  70%  greater  than  the 
company  had  forecast.  It  promptly  became 


one  of  the  most  profitable  vehicles  in  11 
entire  General  Motors  lineup. 

That  aside,  Cadillac  was  in  for  a  few  o 
very  pleasant  surprises. 

The  Escalade  was  attracting  a  youn 
buyer  —  1 2  years  younger,  in  fact  —  t 
the  average  Cadillac  car  buyer,  someth 
the  brand  had  been  single-mindedly 
suing  for  over  a  decade.  Thirty-six  perc 
of  the  buyers  were  female,  compare« 
28%  for  the  car  segment,  and  the  at 
age  annual  household  income  for 
Escalade  customer  was  $155,000.  / 
42%  of  Escalade  customers  were  "c 
quest"  sales,  meaning  they  had  co 
from  other  brands  to  General  Mot 
specifically  to  buy  the  Cadillac. 

Still,  Cadillac  executives  were  tell 
journalists,  "Just  wait.  You  haven't  si 
anything  yet." 

They  were  talking  about  the  bo 
styled  2002  Escalade,  inarguably 
most  powerful  SUV  on  the  market.  V 
a  6.0-liter  V-8  engine  pumping  out  I 
horsepower,  the  2002  Escalade  con 
with  full-time  all-wheel-drive  and  a  wh 
ping  10.7  inches  of  ground  clearance. " 
manufacturers  of  most  SUVs  are  v 
aware  that  few  of  the  vehicles  spe 
much  time  off-road,  but  Cadillac  m« 
the  Escalade  quite  capable  of  travers 
unfriendly  terrain,  should  the  need  ari 

That  all-wheel-drive  system  (a  rear-d 


son,  environmental  responsibility  is  more 
|  philosophy.  It's  part  of  our  corporate 
j  and  product  development  process.  And 
omotive  systems  reflect  that  commitment, 
hstic  PZEV  Fuel  Tank  System  for  instance, 
heet  Zero  Emission  Vehicle  standards  by 
king  many  of  the  external  fuel  components 
e  tank  itself.  Additionally,  our  lead-free 
paste  technology  eliminates  lead  in  its 
ntion  on  electronic  circuitry  modules. 


Our  commitment  to  the  environment  hasn't  gone 
unnoticed.  The  Environmental  Protection  Agency 
(EPA)  honored  Visteon  with  its  prestigious  Climate 
Protection  Award  for  Superintegration"  technology. 
Visteon  is  also  the  first  global  automotive  supplier 
to  achieve  ISO  14001  certification  and  has  received 
The  Clean  Corporate  Citizen  (C3)  award  in 
recognition  of  its  strong  environmental  ethic.  If 
you're  searching  for  environmentally  responsible 
systems  solutions  and  technologies,  think  Visteon. 


Visteon  received  the 
Climate  Protection 
Award  from  the  EPA. 
Visteon  is  one  of  only 
eight  corporations 
worldwide  to  receive  this  award 


Visteon 


See  the  possibilities  '" 
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"Navigator  is  every  inch  a  standout  SUV,  but  its  level  of  comf< 
features  and  luxury  amenities  mean  it  is  also  every  inch  a  Lincolr 
—  Jim  O'Sullivan,  Lincoln  Group  Brand  Manager 


version  of  the  Escalade  with  a  5.3-liter  V- 
8  will  be  offered  soon,  for  customers 
living  in  friendlier  climates)  is  transparent, 
delivering  38%  of  the  engine's  power  to 
the  front  wheels,  the  rest  to  the  rear.  If 
the  system's  computer  detects  that  one 
or  more  wheels  are  slipping,  it  redirects 
the  power  from  the  slipping  wheel  to  the 
wheels  that  are  still  getting  traction. 

The  Escalade  also  benefits  from  Cadil- 
lac's sophisticated  StabiliTrak™  system, 
which  uses  sensors  to  measure  steering 
angle,  wheel  speed,  brake  pressure,  later- 
al and  longitudinal  acceleration  and  yaw 
rate.  The  sensors  feed  that  information  to 
a  central  computer,  which  continually 
monitors  the  driver's  intended  vehicle 
path  and  compares  it  to  the  vehicle's 
actual  path.  When  there's  a  difference, 
such  as  during  a  skid  on  slick  pavement, 
the  system  can  modulate  engine  power 
and  apply  braking  to  one  or  more  wheels, 
until  the  vehicle  is  back  on  course. 

The  2002  Escalade  also  has  the 
advanced  Road  Sensing  Suspension 
System,  which  uses  electronical- 
ly controlled  shock  absorbers 
that  can  adjust  the  ride 
to  the  speed,  pave 
ment  and  angle  of 
travel  by  using 


microproces- 
sor-based control 
module  that  monitors 
each  input  1 ,000  times 
per  second. 


That  isn't  the  end  of  the  2002  Escalade's 
safety  story.  Aside  from  the  expected  fea- 
tures such  as  antilock  disc  brakes  on  all 
four  wheels  and  airbags,  the  Escalade 
comes  with  OnStar,  GM's  satellite-linked 
emergency  communications  system,  a  fea- 
ture standard  on  every  Cadillac  since  the 
2000  model  year. 

In  addition  to  its  emergency  tracking  and 
assistance  capabilities,  OnStar  offers 
Escalade  owners  two  other  services  — 
Personal  Calling,  which  allows  the  system 
to  make  hands-free,  voice-activated  phone 
calls,  and  Virtual  Advisor,  which  delivers 
personalized,  Internet-based  information 
such  as  stock  quotes,  sports  scores,  news 
headlines  and  weather  reports.  Buyers  get 
this  service  free  for  the  first  year. 

"This  is  yet  another  example  of  Cadil- 
lac's and  General  Motor's  commitment  to 
giving  customers  first-in-the-world 
advanced  technology, "  says 
I  Mike  O'Malley,  Cadillac  gen- 
eral manager.  "GM  is  building  a 
broad  portfolio  of  in-vehicle  com- 
munication and  information  products 
for  its  customers." 

Besides  convenience,  Cadillac  spent 
plenty  of  time  on  comfort  for  Escalade  cus- 
tomers. The  heated,  leather-trimmed  front 
bucket  seats  are  six-way  power  adjustable. 
The  two  middle-row  seats  can  fold  flat  for 
cargo  or  for  easy  access  to  the  rear  seats, 
which  can  also  be  folded  down,  flipped  for- 
ward and  stowed,  or  removed  completely. 
The  standard  audio  system  is  a  Bose 
Acoustimass,  which  pumps  250  watts  of 


power  into  1 1  speakers  and  includes  ai 
dash  six-disc  CD  changer.  There's  mi 
but  you  get  the  idea. 

"The  Escalade  has  been  a  catalys 
attracting  a  new  and  important  custo' 
to  Cadillac  showrooms,"  says  O'Mai 
"The  2002  Escalade,  with  its  dist 
design  and  innovative  technologies,  sj 
fies  a  direction  for  Cadillac's  portfolio 
will  further  broaden  Cadillac's  appeal." 

Cadillac  and  the  Escalade  brand  te 
aren't  done  yet.  At  January's  Los  Ang 
auto  show,  the  company  previewec 
newest  addition  —  the  2002  Escalade  I 
described  as  a  "luxury  sport  utility  tax 
The  EXT  is  essentially  a  five-passer 
Escalade,  with  a  5-foot,  3-inch  bed  rep 
ing  the  rearmost  seat  and  cargo  are 
removable  rear  window  and  folc 
"midgate"  allows  the  bed  to  extend 
the  cabin  if  more  cargo  room  is  neede 

"Cadillac  research  showed  that  tf 
was  a  real  need  for  the  EXT,"  says  Si 
Docherty,  Escalade  brand  mana 
"About  20%  of  luxury  households  ov 
full-sized  pickup,  and  23%  of  Cad' 
households  own  a  full-sized  pickup.  \ 
most  of  these  pickup  owners  purcha 
the  optional  up-level  trim,  there  wj 
clear  signal  to  us  that  Cadillac  neede 
tap  into  this  market." 

Lincoln  Navigator: 
Up  to  the  Challenge 

It  has  been  ingrained,  with  good  rea: 
into  the  minds  of  American  consurr 
for  decades:  Lincoln  means  luxury.  W 
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Lincoln  Navigator 

the  company  sought  to  develop  a  sport 
utility  vehicle  worthy  of  the  brand,  the 
challenges  were  clear. 

It  had  to  offer  unparalleled  luxury,  com 
parable  to  the  cars  Lincoln  sells,  because 
the  company  figured  that  many  cus- 
tomers would  come  from  its  own  ranks. 
Lincoln  did  not  want  to  reward  loyalty 
with  disappointment. 

But  a  Lincoln  SUV  also  had  to  be 
rugged  and  capable  —  not  just  a  big  sta- 
tion wagon.  Melding  the  durability  of  a 
truck  with  the  level  of  luxury  Lincoln 
owners  had  become  accustomed  to 
would  not  be  easy.  Add  to  that  the  need 
to  make  it  family-friendly,  and  the  task 
seemed  nearly  insurmountable. 

"Nearly"  being  the  watchword.  As 
soon  as  it  was  introduced,  the  Lincoln 
Navigator  was  a  major  success.  Cus- 
tomers indeed  came  from  its  own  ranks, 
but  also  from  other  brands,  in  search  of 
the  Lincoln  level  of  refinement.  The  Nav- 
igator, says  Jim  O'Sullivan,  Lincoln  Group 
brand  manager,  blazed  a  new  trail  "by 
proving  that  a  rugged  and  powerful  truck 
can  also  be  a  true  luxury  vehicle." 

At  the  heart  of  the  Navigator  is  the  5.4- 
liter  V-8,  possibly  the  smoothest,  most 
sophisticated  truck  engine  available.  With 
300  horsepower  and  355  foot-pounds  of 
torque,  the  engine  has  double  overhead 
camshafts  and  four  valves  per  cylinder, 
features  typically  found  in  high-end  luxury 
automobiles.  The  transmission  is  an  elec- 
tronically controlled  four-speed  automat- 
ic overdrive. 

The  Navigator's  suspension  is  comparably 


innovative.  On  the  four- 
wheel-drive  Navigator  (a  rear-wheel  drive 
version  is  also  available),  the  shock 
absorbers  are  air-controlled,  allowing  for 
automatic  and  immediate  load-leveling  at 
all  four  corners,  maintaining  the  proper 
ride  height  regardless  of  onboard  weight 
or  while  towing  a  trailer.  There's  1 09.9  cubic 
feet  of  cargo  space  available,  or  it  can  seat 
as  many  as  eight  people.  Brakes  are  four- 
wheel  discs  with  the  antilock  feature. 

Unlike  many  so-called  luxury  SUVs,  the 
Navigator  offers  a  true  truck-based  four- 
wheel-drive  system  that  makes  it  among 
the  most  capable  of  the  big  sport-utes  off 
the  beaten  path.  The  ControlTrac  system 
can  be  operated  in  "4x4  Auto,"  which 
continuously  monitors  road  conditions 
and  adjusts  the  front  wheel  torque  up  to 
50  times  per  second.  In  "4x4  High,"  the 
system  locks  the  front  and  rear  drive- 
shafts  together  in  a  50-50  torque  split  for 
optimum  traction  off-road  or  on  slick 
pavement.  In  "4x4  Low,"  the  system 
locks  the  front  and  rear  driveshafts 
together  and  adds  a  2:48:1  gear  reduc- 
tion, giving  the  Navigator  low-speed 
power  for  selected  duties,  such  as 
towing  a  heavy  boat  out  of  the  water. 

Inside,  the  Lincoln  Navigator  is,  well,  a 
Lincoln.  Seats  are  Nudo  leather-covered, 
and  the  front  seats  are  power-adjustable, 
as  are  the  brake  and  accelerator  pedals. 
There's  an  available  climate-controlled 


seating  system  that  warms  cold  seats  a 
cools  hot  seats  in  two  to  three  minutesj 
There  are  multiple  options  available 
personalize  the  Navigator,  ranging  from 
satellite-linked  navigation  system  that  f\ 
tures  an  "emergency"  function  tH 
instantly  displays  the  vehicle's  precj 
location,  along  with  a  user-programma| 
assistance  phone  number,  to  a  rear  s< 
entertainment  system  that  includes 
video  player,  a  6.8-inch  retractable  coj 
LCD  screen,  two  infrared  wireless  hej 
phones  and  a  remote  control. 

"Navigator  is  every  inch  a  standc 
SUV,"  says  O'Sullivan,  "but  its  level 
comfort  features  and  luxury  ameniti 
mean  it  is  also  every  inch  a  Lincoln.' 


Delphi  Automotive: 
Driving  Tomorrow's  Technology 

Count  Delphi  among  the  unheralded  hen 
of  automotive  design.  The  vast  majority 
the  company's  innovations  and  technolc 
are  hidden  beneath  the  hood  or  inside  1 
dashboard,  but  the  contribution  of  Delpl 
21 1 ,000  employees  toward  the  vehicles 
today  —  and  certainly  the  vehicles  of  torr 
row  —  can't  be  discounted. 

At  Delphi  Automotive  Systems,  the  cc 
pany's  ability  to  create  the  technologies 
tomorrow  is  rooted  in  its  past.  While  1 
company  has  been  known  as  Delphi  o 
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^    "GiVI  is  building  a  broad  portfolio  of  in-vehicle  communica- 
tion and  information  products  for  its  customers." 
—  Mike  O'Malley,  Cadillac  General  Manager 


1995,  its  seven  divisions,  organized 
a  collection  of  smaller  manufacturing 
:erns,  have  existed  and  evolved  over 
years. 

blphi  traces  its  origins  to  1888,  when 
iiNew  Departure  Bell  Company  manu- 
tured  the  first  doorbell-ringing  device, 
i!  company  soon  moved  into  the  trans- 
lation business  with  the  first  bicycle 
;ter  brake,  followed  by  plenty  of  addi- 
al  innovations:  in  1912,  the  first  pro- 
lion  self-starting  engine;  in  1936,  the 
car  radio;  in  1 949,  the  first  modern-day 
iuretor;  in  1954,  the  first  car  air-condi- 
er  with  all  the  parts  concealed  beneath 
nood;  and  in  1973,  the  first  production 
ig  restraint  system.  What's  next? 
i  could  be  any  of  multiple  projects 
)hi  engineers  are  working  on,  but 
je's  a  very  good  chance  it  will  involve 
«tronics.  "As  we  look  toward  the 
'e,"  says  Frank  Ordonez,  Delphi's  gen- 
i  manager  of  aftermarket  operations, 
i  the  electronics  category  that  will  have 
f.nost  dramatic  impact  on  this  industry 
te  coming  years.  Calling  it  a  trend 
>.n't  do  it  justice." 

ectronics,  Ordonez  says,  now  repre- 
ss 22%  of  a  vehicle's  value,  and  that's 
cted  to  rise  to  40%  in  the  next  decade, 
s  a  few  functions  on  vehicles  that  are 
ently  not  operated  by  electronics  will 
oon,  such  as  power  steering.  Present 
er  steering  systems  use  hydraulic 
stance  —  sapping  power  from  the 
ne,  decreasing  performance  and  fuel 
age  —  but  Delphi  has  perfected  a 


power  steering  system  that  is  entirely  market  is  the  Communiport®  Mobile  Pro- 
electronic  and  will  soon  find  its  way  into  ductivity  Center,  an  electronic  device  that 
production  vehicles. 

High  on  Delphi's  list  of  priorities  is  the 
completion  of  its  Integrated  Safety  System 
(ISS),  which  marries  more  than  40  innova- 
tions that  complement  each  other  into  one 


synchronizes  select  cellular  telephones 
with  handheld  computers,  allowing  users 
to  access  information  contained  in  the 
computer  unit  via  voice  recognition  and 
text-to-speech.  "People  have  expressed  a 


inclusive  safety  package.  Some  are  avail-    desire  to  be  more  productive  while  corn- 


able  now;  some  are  under  development. 
Some  ISS  features  are: 

•  Forewarn  Adaptive  Cruise  Control,  which 
uses  radar  to  ensure  a  safe  distance  is 
maintained  between  vehicles. 

•  Road  Surface  Monitoring,  which  would 
reliably  sense  whether  the  road  ahead  is 
wet,  dry,  icy,  rough  or  any  number  of  con- 
ditions that  could  affect  handling. 

•  Automatic  Windshield  Fog  Prevention, 
which  is  a  climate  control  system  that 
predicts  fogging  situations  and  activates 
defoggers  automatically. 

"ISS  consists  of  multiple  technologies 
that  increase  driver  safety 
throughout  the  entire  dri- 
ving experience,"  says 
Rodney   O'Neal,  Delph 
executive  vice  president. 
"From  advanced  collision 
avoidance  to  post-incident 
protection,  Delphi's  ISS  is 
thinking  about  the  driver's 
safety  every  moment  they're 
in  the  vehicle." 

That's  barely  scratching  the 
surface  of  the  technology 
under   development  at 
Delphi.  Already  on  the 


muting,"  says  J.T  Battenberg,  Delphi  chair- 
man, president  and  chief  executive  officer. 
"At  Delphi,  we  are  developing  mobile  mul- 
timedia technologies  that  will  help  drivers 
stay  more  focused  and  productive." 

Visteon:  Collaboration  Is  the  Key 

"No  company  is  an  island,"  says  Mike 
Johnston,  president  and  chief  operating 
officer  of  the  Visteon  Corporation.  "We 
are  looking  at  virtual  partnerships,  techni- 
cal partnerships  and  handshake 
agreements  —  anything  that 
makes  sense. 
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Delphi's  Rear-Seat  Entertainment  System 


Boundaries  between  suppliers  will  blur  as 
collaboration  becomes  the  key." 

If  Visteon  was  an  island,  it  would  be  an 
enormous  one  —  more  than  80,000 
employees  in  23  countries,  84  production 
facilities  in  every  major  world  region,  sell- 
ing to  18  of  the  20  largest  vehicle  manu- 
facturers in  the  world.  But,  as  Johnston 
says,  being  a  supplier  means  that  every 
product  the  company  sells  essentially  cre- 
ates a  partnership  between  Visteon  and 
its  customer.  Anticipating  the  customer's 
needs,  then  not  only  filling  it,  but  exceed- 
ing expectations,  is  Visteon's  philosophy. 

A  philosophy  that,  considering  the  fact 
that  Visteon  was  launched  in  just  1997, 
has  been  profoundly  successful.  Some 
37%  of  the  $2.6  billion  in  new  business 
Visteon  won  in  2000  came  from  cus- 
tomers other  than  Ford  Motor  Company, 
from  which  Visteon  originated.  Though 
Ford  remains  Visteon's  largest  customer, 
the  fact  that  so  many  of  Ford's  competi- 
tors are  choosing  Visteon  speaks  to  the 
company's  prowess. 

Example:  The  first  factory-installed  Digi- 
tal Versatile  Disc  (DVD)  Rear  Seat  Enter- 
tainment Systems  in  the  industry  will 
appear  in  the  three  new,  mid-sized  Gener- 
al Motor  sports  utility  vehicles:  the  Chevro- 
let Trailblazer,  GMC  Envoy  and  Oldsmobile 
Bravada.  "Our  Rear  Seat  Entertainment 
System  is  an  exciting  example  of  just  how 
attuned  Visteon  and  GM  are  to  consumer 
lifestyles  and  their  automotive  technology 
preferences,"  says  Johnston. 


Visteon's  DVD  Rear  Seat  Entertainment 
System  is  fully  integrated  into  the  vehi- 
cle's overhead  console.  The  system  fea- 
tures a  fold-down  seven-inch  screen  and 
a  parental  control  button  near  the  front 
seat,  as  well  as  wireless  headsets.  A 
wireless  infrared  remote  control  allows 
rear  seat  passengers  to  control  the 
system  without  moving  around  the  inte- 
rior of  the  vehicle,  and  Visteon  is  hard  at 
work  on  a  voice-operated  capability  for 
the  DVD  system. 

Many  of  Visteon's  most  recent  innova- 
tions can  be  found  under  the  hood,  such 
as  the  first  factory-installed  Long  Life  Fil- 
tration System,  which  should  virtually 
eliminate  the  need  to  change  air  filters 
over  the  life  of  the  vehicle. 

Even  deeper  into  a  vehicle's  mechanicals 
is  the  driveshaft,  which  is  an  assembly  of 
one  or  more  tubular  shafts.  Visteon  has 
just  introduced  an  aluminum  Slip-in-Tube 
propshaft,  which  has  a  pair  of  splined 
tubes  plunging  into  one  another,  instead 
of  connecting  with  components  such  as 
slip  and  stud  yokes  that  are  used  in  tradi- 
tional design.  Besides  its  light  weight  and 
ease  of  assembly,  the  Slip-in-Tube  prop- 
shaft  design  is  expected  to  increase 
safety,  as  it  is  designed  to  collapse  in  on 
itself  in  the  event  of  an  accident,  absorb- 
ing energy  that  otherwise  might  be  harm- 
fully transferred  elsewhere. 

Indeed,  Visteon  is  pioneering  the  field 
of  "virtual  performance  testing,"  which  is 
aimed  at  reducing  the  entire  vehicle 


design  and  development  process.  Arr 
the  utilities  used  for  this  is  GENI 
(Generic  Economically  Nimble  Parar 
ric  Automated  Design),  a  three-din 
sional  solid  modeling,  knowledge-bc 
computer  tool  used  to  quickly  explore 
customization  of  many  different  autc 
tive  interior  configurations. 

GENPAD  allows  Visteon  engineeii 
evaluate  the  impact  of  human  factor 
its  products  such  as  vision,  reach,  r 
ability  of  instruments  and  passenger  c 
fort  and  safety.  "This  innovative  vi 
process  eliminates  months  of  design 
development  work,"  says  John  Bar! 
Visteon's  director  of  advanced  techr 
gy,  "which  helps  save  time  and  mo 
while  significantly  accelerating  the  e 
design  development  process." 


Steven  Cole  Smith  is  the  execu 
editor  of  Auto  World  Weekly  at 
columnist  for  The  New  York  Times' 
dicate  and  is  the  former  executive  e 
of  Car  and  Driver. 

For  more  information  on  the  produi 
and  companies  featured  in  this  sect 
please  visit: 

www.cadillac.com 

www.chevrolet.com 

www.delphiauto.com 

www.isuzuaxiom.com 

www.lincolnvehicles.com 

www.visteon.com 


YOU  ARE  A  MICROSCOPIC  SPECK  IN  THE  UNIVERSE. 
YOU  MIGHT  AS  WELL  BE 
A  MICROSCOPIC  SPECK  WITH  MORE  POWER. 


The  Chevy  Tahoe"  has  more  power  than  ever.  Advanced  Vortec"  engines  are  among  the  most  powerful  V8s 


in  their  class!  With  available  Autotrac'  four-wheel  drive,  you  can  use  all  this  power  to  go  way  out  there,  take  in 


the  awe-inspiring  vastness  and  realize  that,  with  your  powerful  new  Tahoe,  your  position  in  the  world  has  just 


risen  slightly.  The  new  Chevy  Tahoe.  It's  nowhere  near  anything.  Call  800-950-2438  or  visit  chevy.com 


TAH  O  E 


v_orp.  oucKie  up,  Miner  ltd:  ■  i-ouv-7jw-iTjo 


You're  inspired  by  the  heavens.  We're  inspired  by  the  structural  rigidi 

The  important  thing  iSf  there's  inspiration.  Forget  the  breathtaking  scenery.  Get  into  a  Cor  - 
convertible  and  you'll  discover  something  even  more  inspiring.  Namely,  the  way  it's  been  engineered  to  offer  an  unexpected  level  of  rigiditl 
a  convertible.  For  instance,  we  house  the  drivetrain  in  a  structural  tunnel.This  stiff  backbone  allows  the  suspension  to  deliver  precise  nana 
and  a  smooth  ride.  It's  a  difference  you'll  notice  immediately.  That  is,  if  you  can  peel  your  eyes  away  from  that  night  sky.  corvette.i 
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MTED  BY  MELANIE  WELLS 


iqual's  new  owners 
re  scrambling  to 
arve  out  a  new 
iche  to  survive 
gainst  Johnson  & 
ohnson's  Splenda. 


i  BRANDON  COPPLE 

EVEN  AT  A  FIRE-SALE  PRICE, 
most  people  passed  on  buying 
Monsanto's  $400  million 
(worldwide  sales)  artificial- 
sweetener  business  in  1999. 
ire,  it  had  the  industry's  top  brand, 
qual,  and  a  dominant  30%  market 
lare.  But  the  sugar  substitute  business 
idn't  grown  for  ten  years.  And  John- 
n  &  Johnson,  the  $30  billion  (sales) 
msumer  products  Goliath,  had  just 
inounced  its  plan  to  crash  the  cate- 
iry  with  a  product  called  Splenda,  the 
anular  version  of  sucralose,  already 
ed  in  some  400  products  like  Diet 
te,  Ocean  Spray  and  Swiss  Miss.  Its 
ggest  plus:  It  tastes  more  like  sugar 
an  aspartame-based  Equal. 

Surprising  then  that  Andrew  Bursky, 
anager  of  the  $1  billion  Pegasus  Cap- 
tl  Advisors,  agreed  to  buy  Equal  last 
ar  for  $570  million.  Two  other  invest  - 
ent  firms,  including  Michael  Dell's 
SD  Capital,  kicked  in  financing  for 
;arly  all  the  purchase  price. 

What  were  they  thinking?  Arnold  W. 
onald,  chief  executive  of  the  newly  cre- 
d  Merisant  Co.,  says  he  sees  potential 
r  significant  growth.  But  the  former 


Sticking  it  to  J&J? 
Merisant's  Arnold  Donald 


head  of  Monsanto's  $4  billion  agricul- 
ture division  is  not  trying  to  fight  J&J 
head-on  in  a  contest  he  can't  win:  the 
market  for  young,  health-conscious 
women.  J&J  is  targeting  this  group  in  a 
$30  million  ad  campaign.  It  is  also  using 
soccer  star  Mia  Hamm  as  a  pitchwoman. 
Already  J&J  has  claimed  a  16%  share  of 
the  $270  million  domestic  tabletop 
sweetener  market. 

But  J&J  is  focusing  on  a  youthful 
market  that's  not  doing  a  lot  of  cook- 
ing. Instead,  Donald  is  going  after  an 
older  group  that's  often  neglected:  aging 
boomers  with  weight  or  health  prob- 
lems like  diabetes  who  need  a  sugar  sub- 
stitute for  more  than  sweetening  tea. 
Thus  Merisant  has  already  started  run- 
ning ads  for  Equal  in  Diabetes  Digest, 
Voice  of  the  Diabetic  and  the  mature  ver- 
sions of  TV  Guide  and  Reader's  Digest. 

Now  for  the  really  tough  sell:  Per- 
suading folks  who  need  to  avoid  sugar 
that  Equal  is  tasty  in  cakes  and  cookies. 
Use  it  in  an  angel  food  cake,  for  in- 


stance, and  you  end  up  with  a  pile  of 
mush.  But  for  desserts  that  don't  need 
the  chewy  texture  of  sugar,  like  cheese- 
cake or  sweet  potato  pie,  Equal  works 
fine.  Merisant  spent  several  years  devis- 
ing recipes  in-house  before  rolling  out 
its  campaign  last  October. 

Equal  has  so  far  avoided  the  notice 
that  Splenda  received  in  the  Washington 
Post  when  a  food  critic  made  Dutch 
Chocolate  Cake  from  a  Splenda  recipe. 
The  critic  found  it  "so  rubbery  that  it 
practically  bounced  in  the  sink  as  I  was 
throwing  it  down  the  garbage  disposal." 

The  good  news  for  Merisant:  J&J 
seems  to  be  stealing  business  from  pri- 
vate-label sweeteners,  not  Equal, 
which  has  actually  increased  its  market 
share  to  40%.  And  since  Splenda's 
launch,  overall  sales  of  tabletop  sweet- 
eners are  up  1 1%.  With  $9  million  in 
January  domestic  grocery  sales, 
Merisant  is  on  track  to  book  10% 
earnings  growth  this  year.  A  sweet  start 
for  a  business  nobody  wanted.  F 
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BY  JOANNE  GORDON 

BEATRIZ  V.  INFANTE  HAD  A 
tough  act.  The  chief  executive 
of  San  Jose-based  Aspect 
Communications  stood  in 
front  of  some  30  disbelieving 
executives  in  August  1999,  warning 
them  that,  as  previously  threatened,  the 
company  would  start  reinventing  itself 
that  month.  After  spending  15  years 
selling  call-center  switches,  Aspect  was 
moving  aggressively  into  higher-mar- 
gin customer- relationship  management 
software,  systems  that  make  much 
more  complex  distinctions  between 
callers  and  route  them  to  appropriate 
voice-mail  or  operator  assistance.  She 


might  as  well  have  announced  that  the 
company  was  relocating  to  Uranus. 
After  a  numbed  silence,  a  rep  com- 
plained it  was  too  hard  to  sell  some- 
thing he  couldn't  touch. 

"Hello?"  thought  Infante.  "Ever  hear 
of  Oracle  or  SAP?"  This  wasn't  going  to 
be  easy.  "If  it  didn't  weigh  a  thousand 
pounds  it  had  no  value  in  their  eyes." 

Aspect's  engineers  were  ready  to  ship 
the  first  version  of  the  software.  But  the 
350  or  so  salespeople  were  completely 
unprepared.  Infante  wasn't  much  help. 
Her  expertise  was  technical — she  spent 
four  years  at  Oracle,  where  she  headed 
up  product  development,  after  getting 
an  M.S.  in  engineering  and  computer 


science  from  California  Institute  « 
Technology  and  a  B.S.  in  electrical  ei 
gineering  from  Princeton.  At  one  poii 
she  handed  regional  sales  manage 
copies  of  This  Isn't  the  Company 
Joined,  about  how  to  motivate  emplo' 
ees  during  a  restructuring.  It  had  the  o] 
posite  effect,  and  software  revenue  fe 
far  short  of  target.  Last  July,  Aspe 
missed  second  quarter  sales  estimates  1 
$17  million  and  lost  $2.6  million,  senc 
ing  the  stock  down  almost  50%  in  a  da 
Infante,  47,  takes  some  of  the  ra 
"We  waited  too  long  to  do  the  sales  for 
reengineering,"  she  admits  in  her  smj 
office,  where  a  carved  gargoyle  perch 
in  the  corner.  Organizational  behavi« 
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her  soft  spot. 

Setting  out  to  rebuild  the  sales  divi- 
)n — most  of  whom  had  either  quit  or 
:en  axed — she  leaned  on  Gary  Smith, 
red  from  EDS.  His  approach  was  in- 
emental,  beginning  with  compensa- 
>n.  To  attend  the  annual  sales  trip  to 
e  Cayman  Islands,  salespeople  had  to 
eet  one  of  two  criteria:  software  sales 
id  to  be  60%  of  the  minimum  quota, 

40%  on  top  of  the  quota.  Those  who 
hieved  the  first  goal  also  got  shares  of 
upect.  About  one-fifth  of  the  staff  qual- 
ed.  Smith  also  encouraged  his  staff 
ith  cash  bonuses  to  close  deals  earlier 

the  quarter  so  the  company  could  im- 
ove  forecasting;  1 5%  or  so  of  all  con- 


tracts were  signed  two  weeks 
earlier  than  projected. 

So  much  for  the  carrot. 
Starting  this  year,  Aspect  picked 
up  the  stick,  raising  commis- 
sions for  software  sales  and 
counting  only  software  sales  to- 
ward meeting  a  quota.  A  sales 
rep  now  got  paid  when  prod- 
ucts shipped,  not  when  a  deal 
closed.  But  the  caps  on  software 
sales  commissions  disappeared. 

Infante  and  Smith  hired  like 
mad,  but  in  a  discriminating 
way.  Of  the  150  field  sales- 
people they  added,  almost  all 
had  experience  in  enterprise 


learning  about  the  software  and  making 
sales  calls  together.  And  to  prevent  con- 
tracts from  falling  through  the  cracks, 
Aspect  installed  tracking  software  that 
lets  sales  reps,  their  managers,  vice  pres- 
idents— even  folks  in  manufacturing 
and  finance — keep  tabs  on  the  status  of 
every  contract.  If  a  prospect  drops  out  of 
the  picture,  a  sales  manager  can  usually 
find  another  candidate. 

Finally,  Smith  and  Infante  reconsti- 
tuted sales  territories.  Instead  of  assign- 
ing a  geographic  area,  like  Detroit,  reps 
were  given  specific  companies  to  tar- 
get— GM,  say,  or  Ford.  Result:  avoiding 
duplication  and  making  sure  that  target 
companies  in  certain  markets  didn't  get 


ALWAYS  ASSUME  IT  WILL  TAKE 

TWICE  AS  LONG  AND  BE  TWICE  AS  HARD 

AS  YOUR  WORST  POSSIBLE  DREAMS.'' 


software.  They  still  had  to  learn 
the  ins  and  outs  of  Aspect's 
main  products,  which  run 
about  $800,000  each.  The  soft- 
ware can  identify,  say,  a  re- 
tailer's high-ticket  shoppers 
and  give  them  special  treat- 
ment, putting  them  in  touch 
with  a  live  operator  who  has  ac- 
cess to  their  buying  history. 
Those  who  don't  shell  out  as 
much  may  be  put  on  hold  or  sent  to  an 
automated  device.  In  addition,  all  sales 
reps  had  to  complete  and  take  tests  in 
33  of  70  mini-courses,  from  product  de- 
scriptions to  selling  to  executives.  Score 
less  than  a  70%  three  times  and  you 
could  be  out  of  a  job.  (By  March  31,  the 
entire  sales  organization  completed  the 
requirements;  one  failed.) 

Aspect  is  leaving  little  to  chance. 
New  salespeople  receive  a  detailed  to-do 
list  for  their  first  30,  60  and  90  days  on 
the  job — whether  it's  learning  to  write 
contracts,  reviewing  the  company's 
product  Web  site  or  listening  to  sales  lec- 
tures on  the  Internet.  They're  also  paired 
with  an  experienced  rep  for  six  months, 


ignored.  Aspect's  marketing  research  de- 
partment also  works  with  an  outside 
firm  to  generate  new  leads,  make  cold 
calls  and  set  up  appointments  with 
high-level  executives. 

So  how's  it  working?  Last  year  the 
company  lost,  on  a  pro  forma  basis,  $4.5 
million  on  revenues  of  $591  million, 
compared  with  a  loss  of  $14.2  million 
on  $489  million  the  year  before.  One 
bright  spot:  Software  sales  surged  to 
$210  million  in  2000;  in  the  second  half, 
those  revenues  rose  68%  compared  to 
the  previous  year.  Priorities  are  clear. 
When  Aspect  announced  a  6%  cut  in  its 
work  force  (160  people)  and  a  one-time 
quarterly  charge  of  up  to  $6  million  in 
February,  it  spared  its  sales  force. 

Investors  aren't  yet  believers.  From 
a  high  of  $67  in  February  last  year,  As- 
pect shares  recently  traded  at  $8.30. 
Clearly,  the  benefits  of  this  makeover 
won't  kick  in  for  a  while,  especially  given 
the  expected  $40  million  shortfall  in 
first-quarter  revenues.  But  for  Infante 
there's  a  fresh  lesson:  "Always  assume  it 
will  take  twice  as  long  and  be  twice  as 
hard  as  your  worst  possible  dreams."  F 
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cale.  The  great  benefit  of  being  bigger  is  it  makes  the  world  smaller.  With  a  presence 
i  30  countries,  we  match  our  clients' worldwide  activities  with  our  global  coverage, 
ut  sheer  size  is  not  enough.  What's  important  is  realizing  its  full  potential  through 
perational  synergy,  speed  of  action,  and  the  ability  to  profitably  apply  a  global 
erspective  to  local  situations.  With  the  seamless  integration  of  investment  banking, 
icurities  and  wealth  management  businesses,  we  create  the  perfect  climate  for  our 
ients  to  thrive.  From  biotechnology  to  buildings,  we  cultivate  one  thing  above  all. 
lore  client  success,  www.ubswarburg.com 


iuccess  demands  more. 


UBS  Warburg 


fiber  of  the  New  vork  Stock  Exchange  and  other  principal  exchanges  and  SIPC  In  the  UK,  these  services  are  provided  by  U8S  Warburg  Ltd  ,  regulated  in  the  UK  by  the  SFA,  to  persons  who  are  not  private  customers  in  the  UK 


WOOL 
GATHERER 

A  tiny  sportswear  outfit  brings  back  an  old 
fabric— but  needs  help  managing  cash. 


BY  DANIEL  LYONS 

JOHN  FERNSELL  STARTED  HIS  COM- 
pany  on  a  selfish  whim:  He  wanted 
nicer  ski  clothes.  "You'd  go  into 
stores,  and  everything  looked  the  same," 
he  says.  "It  was  all  either  Gore-Tex  or 
polyester  fleece."  So  the  former  stock- 
broker took  $500,000  of  his  savings  in 
1997  and  hatched  Ibex  Outdoor  Cloth- 
ing in  Woodstock,  Vt.  He  designed  jack- 
ets that  didn't  fit  very  well  but  were  cool 
enough  to  attract  repeat  customers.  Part 
of  the  appeal  was  that  Fernsell  used  a 
fabric  first  cultivated  by 
Babylonians  nearly  4,000 
years  ago — wool.  Not  just 
any  wool,  but  high-grade 
stuff  from  Europe. 

In  the  past  20  years  wool 
clothing  has  all  but  disap- 
peared from  ski  slopes  and 
hiking  trails.  But  now, 
thanks  to  tiny  companies 
like  Ibex,  it's  making  a 
comeback.  (Even  woolen 
long  underwear  is  reappear- 
ing.) Fernsell's  five-person 
operation  isn't  yet  prof- 
itable— last  year  it  lost 
money  on  sales  of  $1  mil- 
lion— but  its  revenues 
nearly  tripled  last  year.  "We 
got  the  timing  right,"  he 
says.  "If  we'd  started  this 
company  eight  years  ago  we 
would  have  fallen  flat." 

In  fact  he  very  nearly 
did — again  and  again.  By 
dint  of  his  odd  business 
cycle,  Fernsell  often  faces  a 
potentially  ruinous  cash 
crunch.  Ibex  orders  wool 
from  Europe  in  February, 
and  pays  in  June — about 


$500,000  worth  in  2001  — 
when  the  mills  ship  fabric  to 
garmentmakers  in  Califor- 
nia. They  send  finished 
goods  to  Ibex  in  July  and  Au- 
gust, and  Fernsell  pays 
them— some  $200,000  this 
year — on  receipt.  Ibex  ships 
to  retailers  in  September  and 
October,  but  gets  paid  in  No- 
vember, December  or  even  January. 

That  means  from  June  to  December 
Fernsell  spends  like  crazy — and  takes  in 
virtually  nothing.  A  $500,000  line  of 
credit  helps  cover  the  cost  of  the  raw 
material  and  the  finished  product.  Last 
year  Fernsell  survived  because  European 
wool  suppliers — who  view  him  as  a 
leading  crusader  for  wool  in  the  U.S. — 
let  him  slide  a  month  or  two  on  pay- 
ments. Not  a  long-term  solution. 

Fernsell's  answer:  a  new  line  of 
wool  summer  clothing.  The  idea  is  to 
get   revenue   from  May 


Entrepreneur  in  sheep's 

clothing:  John  Fernsell  through  July— when  Ibex 
and  a  warm  friend.         has  been  cash-strapped. 


Fernsell  hopes  to  generate  $300,001 
with  20  summer  items  this  season;  3 
next  year. 

But  solving  one  problem  creates  an 
other — a  rather  steep  marketing  chal| 
lenge.  Sure,  England's  Mancheste 
United  soccer  team  now  wears  jersey) 
made  of  "sportwool,"  a  new  blend  tha 
wicks  away  moisture.  But  wool  bikin 
shorts?  The  thought  makes  you  itch. 

Not  so,  Fernsell  insists.  Today's  woo 
bears  little  resemblance  to  the  scratch 
stuff  of  yesteryear.  With  new  chemica 
wash  processes,  woolmakers  remove  th 
tiny  barbs  on  the  end  of  each  strand  o 
wool.  Woolmakers  also  stretch  wool  s» 
the  strands  are  finer  and  softer.  Othe 
advantages:  Wool  breathes  better  thai 
Gore-Tex  and  is  more  water-repellan 
than  synthetic  fleece  that,  unlike  woo 
doesn't  stay  warm  when  wet. 

"We're  not  using  wool  because  it' 
cool  or  retro,"  Fernsell  says.  "But  becaus 
it  works  better."  It  also  costs  more — $1! 
to  $20  a  yard  for  Ibex  jackets,  versus  $8 1 
$10  for  synthetic  fleece.  But  wool  lovei 
are  willing  to  pay — up  ti 
$235  for  Ibex's  top-of-the-lin 
Berg  jacket,  compared  wit 
$180  for  a  high-end  fleec 
model  from  The  North  Fao 
Last  year  Ibex  debuted  th 
Berg  jacket,  one  of  its  mo: 
expensive  items  ever.  Fernse 
made  only  500  pieces;  the 
sold  out  in  three  months. 

About  half  of  Ibex's  salci 
are  from  repeat  customer 
They're  all  over  the  map- 
100  U.S.  retailers,  a  fej 
Japanese  boutiques  and  foll| 
who  find  its  Web  si) 
(www.ibexwear.com).  Filrr 
maker  and  playwright  Davi 
Mamet  is  a  fan;  he  ordere 
1 50  wool  vests  for  the  crew  c 
his  upcoming  movie,  Heist. 

Which  prompts  Fernse 
to  daydream.  "There  was 
time  when  Patagonia  ju 
started  out,  selling  crazy  ne 
stuff  called  fleece.  Noboc 
wanted  it,"  he  says.  Merin 
bikinis,  anyone? 
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"When  will  the  computers 
be  ready  for  the  new  people? 

Translation:  I  think  I  forgot  to  tell  you  about  the  new  people. 


feu 


www.cdw.com 


800.778.4239 


How  to  give  your  employees 
the  computers  they  need 
and  IT  a  helping  hand. 


At  CDW,  we  understand  you  put  a  lot  of  demands 
on  your  IT  department.  That's  why  we  have  the 
products  and  solutions  they  need  to  solve 
problems.  Even  the  ones  they  didn't  know  about. 


Personal  Account  Manager:  CDW 

assigns  an  account  manager  and  a  team 
of  product  experts  to  your  business,  so 
we  really  get  to  understand  your  IT  needs 


Custom  Configuration:  With  thousands 
of  name  brand  hardware  and  software 
products  in  stock,  CDW  will  configure 
and  test  any  combination  you  need. 


Computers:  We  stock  hundreds  of 
name  brand  desktops,  notebooks  and 
servers  with  a  wide  variety  of  fea- 
tures. Most  orders  sr>:;;  ihe  same  day. 


pulor  Center,.  Inc. 


Computing  Solutions 
Built  for  Business 


*•  ft.  ft.  ft. 


Screen  test: 
Nooncy  must 
persuade 
retailers  that 
he  can  help 
spark  sales. 


ATTENTION, 
WAL-MART  SHOPPERS 

Charlie  Nooney  is  using  ad-rich  TV  airtime  in  an  effort  to  turn 
indifferent  customers  into  active  buyers.  Is  anyone  noticing? 


deals  he  can  nail.  If  a  retailer  puts  ii 
50%  of  the  infrastructure,  it  expects  i 
least  50%  of  the  ad  revenue.  PRM 
biggest  client,  Wal-Mart,  paid  for  muq 
of  the  rollout,  in  exchange  for  perhaps  i 
much  as  75%  of  ad  revenues. 

There  have  been  screwups — even  n 
ports  of  sabotage  by  retail  employees  wh1 
override  the  preset  volume  of  the  videoj 
Some  screens  get  lost  in  the  glare  < 
nearby  fluorescent  lights.  That's  hard] 
reassuring  to  potential  advertisers,  whiq 
must  pay  rates  roughly  equivalent  tt 
what  they  shell  out  for  cable  netwon 
prime  time — a  cost-per-thousand-vievl 
ers  of  $5 — for  PRN's  four-week  packag 
of  30-second  spots  storewide. 

It's  a  far  cry  from  PRN's  inceptioj 
eight  years  ago  as  a  music-samplirj 
kiosk  distributor.  Sales  grew  only  to  S 


BY  VICTORIA  MURPHY 

EIGHT  FEET  ABOVE  EVERY  FIFTH  AISLE 
of  every  Wal-Mart  in  America  lurks 
a  not-so-subliminal  effort  to  get  you 
to  buy  more  stuff.  A  series  of  25-inch  TV 
monitors  beams  hourlong  strings  of  ads, 
consumer  advice  and  sponsored  con- 
certs. If  shoppers  look  up  at  the  right  mo- 
ment while  angling  carts  down  the 
"health  and  beauty"  aisle,  say,  they  can 
catch  a  30-second  Gillette  Mach  3  com- 
mercial— and  maybe,  on  impulse,  pick 
up  some  razor  blades. 

That's  the  plan,  anyway.  And  it's 
what  got  Premier  Retail  Networks,  the 
producers  of  these  "aislevertorials,"  into 
4,500  stores,  including  Sears,  Best  Buy 
and  Circuit  City,  beaming  down  at  a 
million  shoppers  every  week.  "We're  the 
CNN  for  shoppers,"  says  PRN  President 
Charles  Nooney,  who  launched  Disney's 
cable  cartoon  channel,  Toon  Disney. 

GE  Capital  and  Allen  &  Co.,  along 
with  other  investors,  put  in  $30  million 
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for  45%  of  the  company.  They  liked  the 
business  model — a  series  of  ad  revenue- 
sharing  deals  with  retailers  that  welcome 
any  new  approaches  to  bulking  up  rev- 
enues— and  the  directness  of  the 
medium.  "This  is  great  targeted  mar- 
keting at  a  time  when  people  are  realiz- 
ing the  diminishing  impact  of  the  30- 
second  spot,"  says  Enrique  Senior,  a 
managing  director  at  Allen  &  Co. 

No  profits  yet  at  PRN.  Last  year  it 
pulled  in  $25  million — payments  from 
advertisers  like  Schering-Plough,  DirecTV 
and  Procter  &  Gamble,  and  fees  from  re- 
tailers for  maintaining  the  system  and 
packaging  programs  such  as  Pet  Tales, 
which  offers  tips  for  the  tick  season  and 
other  advice.  Initial  rollouts  are  expen- 
sive. A  system  of  10  to  12  TV  monitors  in 
750  stores,  cable  lines,  servers  and  satellite 
hookups  can  cost  $20  million.  This  year 
Nooney  hopes  to  break  even  on  sales  of 
$50  million. 

Success  depends  on  the  kinds  of 


million  in  tne  nrst  two  years,  bince  aj 
riving  at  PRN  last  year,  Nooney  hi 
outsourced  more  content  from  tq 
Discovery  Health  channel,  VHl  ani 
ABC.  PRN  takes  the  video  feeds,  alorj 
with  the  commercials,  and  packaga 
them  in  the  two  editing  studios  at  ij 
headquarters  in  San  Francisco. 

Wal-Mart  began  by  having  the  T\| 
just  in  the  electronics  and  music  d^ 
partments.  But  now  with  monitoj 
throughout  the  stores,  it's  been  able  ij 
attract  a  wider  range  of  advertisers  lili 
Bayer  and  Unilever.  Nooney  wants  eva 
more  direct  targeting.  Example:  sunj 
mer  skin-care  tips,  shown  only  in  healt) 
and  beauty  departments. 

A  couple  of  things  are  in  his  favor.  Frj 
one,  giants  like  Wal-Mart  are  "advising 
preferred  suppliers  to  buy  ads  on  the  nel 
work  if  they  want  to  boost  sales  to  corj 
tinue  getting  attractive  floor  space.  Lai 
Christmas  Rayovac,  for  example,  pushei 
its  Harley-Davidson  flashlights  over  PRNl 
network  and  has  sponsored  a  series  of  ill 
fomercials  about  VHl  concerts  starrin 
Aretha  Franklin,  Mariah  Carey  and  Shs 
nia  Twain.  "It  was  a  way  to  show  oil 
commitment  to  Wal-Mart,"  says  Stephe 
Shanesy,  Rayovac's  head  of  marketing. 

A  second  factor  may  be  more  corrj 
pelling.  In  a  sinking  economy  retailei 
are  desperate  for  new  ways  to  drrV 
business.  ( 


. .  >     i  i 


yquw  imKihf  fit  kin*-. 


^)  Quick  &  Reilly 


A  FleetBoston  Financial  Company 


Introducing  a  Personal  Financial  Consultant  who  can  help  you  set  up  an  IRA  and  build  an  entire 

plan  around  it.  Someone  who  will  assess  your  portfolio  with  tools  like  the  Retirement  Goal  Analyzer. 

Someone  who  will  survey  your  current  investments  with  an  eye  toward  diversification,  who  will 

make  sure  you're  on  track  and  show  you  different  investment  scenarios  if  you  aren't.  Someone  who's 

assigned  to  you,  at  no  extra  charge,  when  you  open  any  Quick  &  Reilly  IRA.  By  phone,  online  or  in 

person.  Do  it  today.  Personally,  it's  the  better  way.SM 

To  open  an  account,  simply  call  or  visit: 

1-877-805-0373 

www.  QuickandReiliy.  com/ira/ 

any  of  our  115  Quick  &  Reilly  Investor  Centers 

or  any  Fleet  Branch 


Securities  offered  through  Quick  &  Reilly:       •  Not  FDIC  Insured  •  No  Bank  Guarantee  •  May  Lose  Value 
Retirement  Goal  Analyzer  software  helps  customers  evaluate  financial  goals.  Quick  &  Reilly,  Inc.  is  a  member  NYSE/SIPC  and  an  affiliate  of  Fleet  Bank.  03/01 


JUNKYARD  DOG 

Bill  Hyman  has  built  the  first  semiautomatic  scrapyard  in  the 
U.S.,  recycling  99%  of  each  car.  Profits  may  one  day  follow. 


BYCHANDRANI GHOSH 

LIKE  A  SKILLED  HOODLUM,  WILLIAM 
Hyman  can  strip  a  car  in  as  little  as 
45  minutes.  But  Hyman  is  legit:  He 
helped  design  and  now  runs  the  only 
semiautomated  "disassembly"  line  in 
the  U.S.,  a  cavernous  200,000-square- 
foot  facility  on  the  outskirts  of  Balti- 
more. CARS  (Comprehensive  Automo- 
tive Reclamation  Services)  is  the  largest 
salvage  yard  in  the  country  and  can  dis- 
mantle up  to  30,000  vehicles  a  year, 
compared  with  about  600  at  an  average 
junkyard,  reclaiming  99%  of  the  carcass 
(versus  the  typical  75%). 

Hyman  is  a  born  tinkerer.  A  gifted 
draftsman  as  a  kid,  he  sold  sketches  and 
paintings  of  naked  women  until  his  father 
caught  him.  For  years  he  ran  a  studio  that 
did  interior  and  architectural  design  for 
commercial  real  estate  and  restaurants. 
But  he  found  his  real  calling  in  1995,  when 
he  heard  about  a  Dutchman  who  had  put 
together  a  mechanical  salvage  operation. 
"I  realized  the  last  thing  the  world  needed 
is  yet  another  junkyard,"  says  Hyman.  But 


he  couldn't  stop  thinking  about  it.  "I  was 
very  busy  those  days,"  recalls  Leo  Reuser, 
the  salvage  system's  inventor,  "but  Bill 
wouldn't  stop  phoning.  Finally  my  wife 
said,  'Give  that  damn  American  a  call,  he's 
driving  me  mad.' "  Hyman  jumped  on  a 
plane  to  Amsterdam  and  spent  $800,000 
buying  machinery — including  a  steel  vise 
that  can  flip  a  7,500-pound  car  upside 
down  for  disassembly — to  form  the  guts 
of  his  operation. 

But  he  needed  more  money — the 
total  eventually  came  to  $24  million — to 
build  it  out.  So  Hyman  did  his  home- 
work. "Knowing  what  a  tough  swallow  a 
60-year-old  Jewish  boy  in  ponytail  and 
jeans  was  going  to  be  for  the  financial 
community,"  he  recalls,  "I  went  in  with 
a  really  detailed  business  plan."  Aside 
from  a  design  of  the  plant  that  outlined 
every  step,  Hyman  brought  signed 
agreements  from  insurance  companies, 
auto-leasing  outfits  and  charities  that 
would  provide  the  cars,  as  well  as  letters 
from  metal  processors  and  rebuilders 
that  agreed  to  buy  the  scrap. 


"I  was  impressed,"  says  Phillip  Lu<  ' 
vigsen,  a  vice  president  at  America  : 
Re-Insurance,  which  invested  over  J  : 
million.  All  told,  Hyman  raised  $1 5  mi 
lion  from  a  group  that  included  John  \ 
Cullen,  former  chief  executive  of  Nav  - 
mar,  a  maker  of  plastic  laminate  -' 
B.  Charles  Ames,  vice  chairman  of  tl  - 
LBO  firm  Clayton,  Dubilier  &  Rice;  Jolj  »l 
L.  Steffens,  vice  chairman  of  Merr  : 
Lynch;  and  Frank  Bonsai,  founder  ar  f: 
partner  of  New  Enterprise  Associates.  ( 
Hyman  spent  three  months  build  " 
ing  the  disassembly  line.  Relying  oni  11 
metal  track,  it  pulls  apart  a  car  in  te  :: 
steps,  starting  with  the  suctioning  of  fli  1 
ids  and  the  removal  of  the  wheels,  dooi  a 
and  hood,  through  the  final  stagej  1 
where  the  chassis,  engine  and  transmi  ' 
sion  are  lifted  out  and  all  nonmetalll 
parts  are  separated  (see  diagram).  "l  ': 
had  no  textbooks  to  follow  becaui 
there  was  no  precedent  for  this  in  tl 
salvage  business,"  says  Hyman.  Take  hi 
ing,  for  example.  You  couldn't  advertil 
for  people  with  the  necessary  skills  b 
cause  such  experience  didn't  yet  exii 
Nor  was  there  a  bumper  crop  of  sal 
and  marketing  folks  since  most  sm< 
junkyards  handled  that  stuff  themselvf 
Hyman  ended  up  doing  extensive  oi 
the-job  training. 

Given  the  scale  of  the  operatiojl 
■  with  an  inventory  of  more  tha 
45,000  parts,  he  needed  to  creai 
an  inventory  management  systefl 
Thanks  to  software  concocted  1 
his  staff,  every  usable  auto  part  hi 
a  bar  code  that's  entered  into 
computer,  along  with  the  code  fi 
the  location  of  the  part.  As  a  n 
suit,  it  takes  less  than  14  minutl 
for  a  CARS  salesman  to  pinpoi] 
an  order  and  have  it  ready  fi 
packaging  and  shipping. 

After  a  yearlong  courtship,  ii 
eluding  what  Hyman  calls  lot 
"love  letters"  to  the  head  of  pu 
chasing,  General  Motors  sign*! 
on.  Today  it  is  Hyman's  large 
customer,  buying  all  the  sen 
metal,  which  is  melted  down  ini 
new  steel,  60%  of  the  reclaim* 
What  a  crush:  Hyman  can  disassemble  an  automobile  in  45  minutes  and  sell  virtually  all  the  scrap.      batteries  and  all  the  catalytic  coi 
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pjters  (useful  for  their  precious  metals 
B  ceramic  combs).  GM  is  also 
Oman's  biggest  creditor,  with  more 
||n  $2  million  in  the  project. 
■Still  no  profits,  even  on  2000  rev- 
iles of  $8  million.  Although  Hyman 
Wees  $3,000  to  $6,000  selling  parts  on 
Kir  he  buys  for  $  1 ,000,  he  is  often  cash- 
fy.pped.  It's  partly  the  huge  initial  costs, 

I  lack  of  a  playbook  and  the  fall  of 
$A  prices.  But  Hyman  is  an  inveterate 
lt:  spirit  when  it  comes  to  the  disci- 
lies  of  the  business.  He  may  some- 

II  es  barely  meet  payroll.  But  he  makes 
I  s  that  his  women  employees — all  16 
l|hem,  from  the  janitor  to  the  chief  fi- 
larial officer — are  treated  to  monthly 
pnicures  and  weekly  bouquets  of  flow- 
8t,  Everyone  on  staff  gets  a  half-day  off 
fra  birthday,  and  Hyman  picks  up  part 
IB  he  tab  for  honeymoons. 

yj.Now  to  pamper  the  business, 
jjman  insists  he  will  slip  into  the  black 
fef.  year,  hoping  to  earn  at  least  $1  mil- 
m  on  revenues  of  $12  million  or  so.  F 


Bumper-to-Bumper  Dismemberment-in  Ten  Steps 


I.  At  the  greening  station,  fuel, 
oil,  hydraulic  fluids,  wiper  fluids 
and  engine  coolants  removed, 
along  with  battery  and  gas  tank. 


3.  Large  interior 
items,  seats  and 
dashboard  come  out. 


5.  Wiring  harnesses, 
headlights  and  tail- 
lights,  small  compo- 
nents disassembled. 


7.  Additional 
small  electro- 
mechanicals, 
f  ^  interior 

accessories 
removed. 


9.  All  nonferrous 
and  nonmetallic 
items  lifted  out. 


2.  Car  moves  onto 
semiautomated  track. 
Wheels,  doors,  hood 
and  trunk  pulled  away. 


4.  Removal  of  all 
glass,  material  from 
interior  and  trunk. 


6.  A  huge  vise  flips  car  upside 
down,  and  workers  yank 
heavy  items  like  shock 
towers,  exhaust  system,  drive 
train,  drive  shaft,  rear  axles. 


8.  Chassis  lifted,  exposing  heaviest 
components— engine  and  trans- 
mission —for  removal. 


10.  Chassis  is  baled  to 
various  size  specifica- 
tions and  sold  as  a 
commodity  to  steel  mills. 


OUR  TAX  CONSULTANTS  ARE 
YOUR  COMPANY'S  ASSETS. 


HELPING  YOU  POSITION  FOR  THE  LONG  TERM 

RHI  Management  Resources  can  provide  highly  experienced  consultants  to  meet  your  needs.  We  present  a 
cost-effective  alternative  to  traditional  accounting  and  consulting  firms  by  offering  your  company  a  wide  range 
of  tax  services  such  as  Federal,  state  and  local  income  tax  compliance,  tax  research  and  planning  and  tax  audits. 


Contact  RHI  Management  Resources,  the  business  solutions  specialists. 


888.400.7474 


www.rhimr.com 


■■I  Management- 
US  Resources 

Project  Financial  Professionals 


NORMAN'S  CONQUEST 

Great  White  Shark  Enterprises  has  put  Greg  Norman  on  the 
business  map.  But  can  he  afford  to  stray  too  far  from  golf? 


BY  MONTE  BURKE 

WHO  CAN  FORGET  THE  LOOK  ON 
Greg  Norman's  face  as  he 
walked  off  the  18fh  green  at  Au- 
gusta National  Golf  Club  on  Apr.  14, 
1996?  In  what  is  still  considered  one  of 
the  alltime  great  collapses  in  the  history  of 
the  game,  Norman  lost  the  Masters  to 
Nick  Faldo  by  five  strokes  after  leading  by 
six  at  the  start  of  the  final  18  holes.  And 
while  the  Australian  will  be  teeing  up  at 
the  Masters  again  this  month,  his  game 
has  never  been  the  same. 

Off  the  course,  though,  he's  been 
pretty  successful.  Norman  parlayed  a 
$2.1  million  stake  in  the  golf  equipment 
outfit  Cobra  into  $40  million  when  it 
was  sold,  and  launched  his  own  com- 
pany, Great  White  Shark  Enterprises.  In 
seven  years  it  has  grown  into  an  esti- 
mated $142  million  private  enterprise, 
largely  from  golf-related  businesses — 
golf-course  design  and  residential  de- 
velopment, golfing  events  and  apparel. 

But  in  a  recent  effort  to  diversify 
Norman  has  ventured  far  afield,  into 
wines,  casual  wear,  restaurants  and 
yachts.  "At  the  end  of  the  day  we  want  to 
make  it  so  I  don't  have  to  play  golf,"  says 
Norman.  Perhaps  the  game  can  do 
without  the  46-year-old  pro.  Question 
is,  can  he  do  without  golf? 

Precedent  suggests  long  odds — great 
athletes  seldom  make  good  entrepre- 
neurs. Jack  Nicklaus,  perhaps  the  best 
golfer  of  all  time,  took  his  Golden  Bear 
Golf  public  in  1996  only  to  watch  its 
stock  plunge  from  $22  to 
a  low  of  44  cents  three 
years  later  after  a  suit  by 
USF&G,  alleging  default 
on  project  bonds,  and  a 
subsequent  investiga- 
tion. It's  now  private. 
Michael  Jordan's  postca- 
reer  business  moves  have 
been  shaky  at  best:  He's 
part-owner  of  the  woe- 


ful Washington  Wizards.  In  partnership 
with  Wayne  Gretzky  and  John  Elway  he 
also  invested  in  MVP.com,  a  celebrity  Web 
site  that  went  under  earlier  this  year. 

So  far,  Norman  has  been  able  to 
cash  in  on  his  charisma.  The  "Great 
White  Shark"  burst  onto  the  scene  at 
the  1983  Masters  as  an  aggressive  golfer 
(thus  the  nickname).  His  off-course 
appetite  for  heli- 
copters, deep-sea  fish- 
ing and  scuba  and 
skydiving  fortified  his 
legend — allowing  him 
to  hobnob  with  the 
likes  of  Australian 
media  magnate  Kerry 
Packer,  Jack  Welch 
and  Bill  Clinton,  and 
win  lucrative  endorse- 
ments from  Chevrolet 
and  golf-equipment 
maker  Titleist.  "Re- 
tired athletes  suffer 
from  the  decay  fac- 
tor," says  John  Antil,  a 
professor  of  market- 
ing at  the  University 
of  Delaware.  Endorse- 
ments will  be  the  first 
to  go,  then  the  apparel 
business  and  possibly 
the  cache  of  golf-course  design. 

Recognizing  the  inevitable,  Norman 
started  looking  beyond  the  fairway.  The 
Greg  Norman  Collection,  a  clothing 
line  owned  by  Reebok,  began  hawking 
slacks,  belts  and  Italian 
designer  wear  in  de- 
partment  stores  in 
1998— worth  $3  mil- 
lion a  year  in  royalties. 
The  Greg  Norman  Turf 
Co.  markets  and  sells 
five  strains  of  sod  that 
sell  for  a  relatively 
pricey  25  cents  a  square 
foot;  his  flagship  turf, 


the  patented  GN-l,  has  been  used  in  tj 
of  the  past  three  Super  Bowls.  In  19 
he  launched  Greg  Norman  Estates 
partnership  with  winemaker  Berinj 
Blass,  to  make  cabernet/merlot,  wh 
and  shiraz  wines — and  sold  1 30,C] 
cases,  grossing  more  than  $17  millj 
wholesale.  Norman's  cut:  30%.  He  I 
also  designed  the  first  of  Norman  1 
pedition  Yachts,  Aussie  Rules — a  21 
foot  yacht  with  a  decompression  chai 
ber,  deck  space  for  a  42-foot  fishi 
boat  and  a  $40  million  price  tag- 
conjunction  with  Oceanfast,  an  Ai 
tralian  boating  company. 


it 


Half-full  or  half-empty:  One 
of  Norman's  new  ventures. 


AT  THE  END  OF 
THE  DAY  WE 
WANT  TO  MAKE  IT 
SO  I  DON'T  HAVE 

HUE 


But  there  have  been  stumbles.  O; 
one  of  his  planned  six  restaurants 
Greg  Norman's  Australian  Grille,  a  pa 
nership  with  restaurateur  Todd  Ei 
lish — has  opened  so  far.  And  Numl 
One  Food  Group,  which  was  to  feati 
Greg  Norman  pasta  sauce  and  otl 
foods,  never  got  off  the  ground.  "T| 
key  to  this  business  is  understandi 
what  branding  is  and  choosing  the  ri; 
products  to  brand,"  says  Norman.  Si 
a  brand  isn't  money  in  the  bank. 
have  to  give  him  credit  so  far,"  s; 
Antil.  "But  a  lot  of  his  future  success  \ 
be  based  on  his  business  skill  and 
on  his  name  itself." 
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trees  aren't  the  only  thing  known  to 
in  the  tropics.  Because  in  addition 
that  sun,  sand  and  surf,  the  islands 
offer  plenty  of  tax  benefits. 
A  trusted  advisor  for  nearly  a  century, 
lington  Trust  can  help  you  maximize 
every  opportunity  for  legal  and  tax  benefits 
in  Grand  Cayman,  the  Channel  Islands 
and  other  friendly  offshore  jurisdictions. 
We'll  provide  you  with  the  right  blend 
of  fiduciary  and  administrative  services. 
Whether  it's  assisting  in  the  establishment 
and  maintenance  of  your  offshore  entity 
and  corporate  office.  Or  facilitating  trans- 
action closings  with  investors,  advisors  and 
legal  counsel. 

We  can  also  serve  as  trustee,  adminis- 
trator or  independent  director  for  a  wide 
variety  of  financing  structures  and  trust 
arrangements.  Or  as  custodian  for  collateral, 
managing  cash  or  asset  transfers. 

All  the  while  ensuring  that  all 
safeguards  in  governing  documentation 
are  observed. 

To  find  out  more,  call  302-636-4120, 
or  visit  us  at  wilmingtontrust.com. 

And  find  out  why  the  tropics 
may  be  the  ideal  conditions  for  your 
company's  growth. 


Nucor's  attempt  to  mak 


N  A  COLD  AND  CLOUDY 
'  ^^^^^  February  morning  con- 
I  struction  workers  broke 
I  ground  on  a  new  steel 
I  mill  in  Crawfordsville, 
^^^V  mcf  There  was  little  fan- 
fare  at  the  30-acre  site; 
I  locals  know  not  to  pin  too  much 
i'e  on  the  steel  industry.  A  four-year- 
mill  a  few  miles  east  on  Interstate  74 
s  with  its  second  bankruptcy  filing 
vo  years. 

5ut  this  place  is  different.  Over  the 
t  year  buyers  from  around  the 
Id  will  be  hacking  their  way 
»ugh  the  corn  fields  of  central  Indi- 
to  get  a  look  at  a  mill  that  may  rep- 
nt  a  new  era  in  steelmaking.  Owned 
vfucor,  the  number  two  U.S.  steel- 
ier, and  two  overseas  partners,  the 
site  will  be  one  of  the  first  mills  to 
into  commercial  use  an  exceedingly 
cy  technology  called  strip  casting, 
f  it  works,  strip  casting  could  re- 
->z  the  industry,  making  steel  faster, 
iner,  more  cheaply  and  with  fewer 
;cts  than  conventional  slab  casting, 
cers  would  be  able  to  switch  among 
.tiple  steel  grades  on  the  fly.  "This  is 
greatest  technical  development  in 
industry  in  30  years,"  says  Alan 
mb,  codirector  of  the  Center  for 
i  and  Steelmaking  at  Carnegie  Mel- 
University  in  Pittsburgh,  Pa. 
iStrip  casting — so-called  because  it 
|s  molten  steel  directly  into  very  thin 
ps,  or  sheets — is  a  badly  needed 
c  for  the  $45  billion  U.S.  steel  busi- 
.  Despite  the  long  economic  boom, 
)f  the  top  eight  publicly  held  steel 
lucers  lost  money  last  year,  thanks 
flood  of  cheap  imports,  bloated  en- 
r  costs  and  crumbling  balance 
:ts.  Twelve  producers  have  sought 
iikruptcy  protection  since  1997.  Now 
cession  looms,  and  the  combined 
ket  capitalization  of  the  top  eight 
lie  steelmakers  is  less  than  that  of 
stumbling  Internet  portal  Yahoo. 
Ifeig  technology  shifts  in  steel  pro- 
lltion  are  infrequent,  but  Nucor  has 
lie  the  most  to  push  innovation.  Up 
■lie  1970s  integrated  steelmakers  still 
lb  Henry  Bessemer's  19th-century 


technique  of  dumping  iron  ore  and 
processed  coal,  or  coke,  into  four-story- 
high  blast  furnaces.  In  1969  Nucor 
began  aggressively  expanding  minimill 
production,  a  far  more  efficient  and  less 
capital-intensive  way  of  melting  scrap 
in  an  electric-arc  furnace. 

In  1989  Nucor  created  the  world's 
first  thin-slab  caster  at  Crawfordsville 
(adjacent  to  the  new  site).  Until  then 
steelmakers  had  cast  molten  steel  into  10- 
inch-thick  slabs,  which  got  kneaded 
smooth  and  flat  by  up  to  nine  rolling 
stands  in  a  hot-strip  mill.  These  quarter- 
mile-long  buildings  gobbled  as  much  as 
104  kilowatt  hours  per  ton  of  steel. 
Nucor's  thin-slab  caster  made  2-inch- 
thick  slabs  that  needed  far  less  rolling. 
That  cut  the  size  of  the  mills  in  half  and 
sliced  energy  usage  by  30%.  Thin-slab 
cast  steel  now  accounts  for  20  million 
tons  of  global  sheet  steel  production. 

Now  comes  strip  casting,  which 
goes  several  steps  further,  pouring 


molten  steel  into  sheets  less  than  one- 
tenth  of  an  inch  thick,  eliminating  the 
need  for  gargantuan  hot-strip  mills  en- 
tirely {see  diagram,  p.  320).  The  new 
Crawfordsville  mill  will  be  only  180  feet 
long  and  require  36  kilowatt  hours  per 
ton.  Less  distance  between  the  caster 
and  the  coiler  virtually  eliminates 
"scale,"  the  pesky  crust  formed  when 
oxygen  reacts  with  the  steel.  Rejects  of 
such  damaged  steel  cost  Nucor  $50  mil- 
lion a  year,  or  2.5%  of  sheet  sales. 

This  time,  however,  the  credit  for 
innovating  doesn't  belong  to  Nucor  but 
to  a  partner,  BHP,  formerly  known  as 
Broken  Hill  Proprietary,  an  Australian 
mining  giant.  Nucor  may  own  the  new 
mill,  but  all  the  new  technology  is  li- 
censed from  a  venture  called  Castrip, 
formed  in  1999  by  BHP  and  Nucor.  BHP 
has  spent  $200  million  on  the  technol- 
ogy, making  seminal  breakthroughs  in 
the  early  1990s. 

Nucor  and  BHP  each  hold  47.5% 


 METALLURGY 

stakes  in  Castrip,  and  the  remaining  5% 
piece  is  held  by  Ishikawa-Harima 
Heavy  Industries  of  Japan,  which  sup- 
plies all  the  machinery.  Now  Nucor 
plans  to  spend  $100  million  to  get  the 
plant  up  and  running. 

Strip  casting  was  first  conceived  by 
Henry  Bessemer  in  1856,  but  it  lan- 
guished for  more  than  a  century  until 
smarter  electronic  controls  and  hardier 
materials  came  along.  Since  the  mid- 
1980s  some  50  research  groups  formed 
by  the  world's  biggest  producers  have 
plowed  a  combined  $1  billion  into  de- 
velopment. Only  three  players  remain: 
Castrip,  Eurostrip  (an  alliance  among 
French,  Italian  and  German  producers) 
and  Japan's  Nippon  Steel. 

Producing  high-quality  strip-cast 
steel  is  a  daunting  feat  of  metallurgy. 
Every  minute  a  ton  of  molten  steel,  at 
3,000  degrees  Fahrenheit,  pours  into  a 
big  bucket  called  a  tundish.  The  steel 
then  feeds  into  a  smaller  tundish  and 


down  through  a  nozzle  into  a  0.1 -inch- 
thick  gap  between  two  20-inch-diame- 
ter  rolls  made  of  an  exotic  copper  alloy 
cooled  from  within  by  water. 

The  steel  solidifies  around  these 
rolls  and  forms  two  shells,  which  join 
together  in  the  middle  as  they  turn, 
forming  a  sheet,  or  strip.  The  thickness 
of  the  strip  and  its  physical  properties 
such  as  strength  and  bendability  de- 
pend on  the  roll  speed  and  the  rate  at 
which  steel  is  fed  between  them.  The 
faster  the  feed,  the  thinner  the  strip. 

BHP  stunned  the  industry  in  1992 
by  strip  casting  a  dozen  5-ton  coils  of 
low-carbon  steel  at  a  pilot  plant  in 
Unanderra,  Australia.  BHP  engineers 
had  figured  out  how  to  control  what 
happens  in  the  first  20  milliseconds 
after  steel  hits  the  rolls. 

Strip-cast  molten  steel  is,  however, 
far  more  fault-prone  than  thick-  or 
thin-slab  cast  steel.  The  heat  flux,  or  the 
rate  of  energy  transfer  through  the 


"THIS  IS  THE  GREATEST  TECHNICAL 
DEVELOPMENT  IN  STEEL  IN  30  YEARS." 
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steel,  is  only  2.5  megawatts  per  square 
meter  for  thin-slab  casting,  but  in  strip- 
casting  it  averages  15  megawatts  per 
square  meter  after  it  hits  the  cooled 
rolls.  If  the  surface  temperatures  were 
any  hotter  for  any  longer,  the  rolls 
would  soften,  deforming  the  sheet. 

BHP  had  to  design  sensors  and  roller 
materials  that  could  withstand  the  hell- 
ish temperatures  and  control  the  depth 
of  the  steel  pool  between  the  rolls  to 
within  1  millimeter.  If  warping  occurs 
in  either  the  rolls  or  the  triangular  side 
plates  containing  the  steel  pool,  the 
sheets  of  steel  will  buckle  or  crack. 

For  all  the  difficulty,  strip  casting  is 
aimed  at  a  healthy  swath  of  the  indus- 
try. The  market  for  thin-gauge  sheet 
steel  (less  than  0.08  inches  thick),  was 
170  million  tons  in  1999,  or  22%  of 
global  steel  production,  according  to 
World  Steel  Dynamics. 

Because  the  new  technique  can 
work  fine  at  smaller,  lower-cost  mills, 
producers  will  be  able  to  better  manage 
expansion  and  capital  risk.  Nucor's 
original  thin-slab-casting  mill  at  Craw- 
fordsville  cost  about  $700  million  to 
build;  the  Castrip  plant  should  cost 
about  $250  million.  Castrip  aims  to 
make  money  on  500,000  tons  per  year. 
Integrated  mills  can't  unless  they  pro- 
duce 4  million  tons;  minimills  need  1.5 
million. 

Strip  casting  also  makes  for  a 
healthier  balance  sheet.  Rather  than 
having  to  cook  up  157  grades  of  steel 
ahead  of  time,  as  Nucor  now  does,  the 
new  plant  could  easily  change  grades 
just  by  tweaking  the  cooling  and  feed 
rates  on  the  caster.  That  could  better 
serve  customers  who  need  steel  fast. 

"We  produce  our  product  in  two 
weeks  and  ship  it  to  the  customer,"  says 
Daniel  Ronchetto,  steel  purchasing 
manager  for  Emerson  Electric.  "Steel- 
making  has  a  six-to-eight-week  lead 
time.  Mills  have  to  carry  a  certain 
amount  of  inventory  to  react  to 
changes  in  demand." 

Initially  Castrip  plans  to  target  the 
domestic  construction  market  for  sheet 
steel  (roofs,  decking,  studs).  It  is  a  big 
slice,  at  6  million  tons,  or  60%  of 
Nucor's  total  output.  Pipe-and-tube, 
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industrial-container  and  automotive 
markets  will  follow.  "We  can  go  after 
businesses  we  never  even  thought 
about  approaching  because  we  couldn't 
get  thin  enough,"  says  John  Ferriola, 
general  manager  at  Crawfordsville. 

Nucor,  with  $4.6  billion  in  sales,  has 
exclusive  rights  to  strip  casting  in  the 
U.S.  and  Brazil  until  2010  and  aims  to 


license  the  technology  to  firms  in  B 
rope  and  South  America,  landing  a  rc 
alty  boost  in  a  slower  economy. 

But  full-scale  production  will  be 
huge  undertaking.  In  four  years  of  te 
BHP  has  strip  cast  only  33,000  tons,  li 
than  10%  of  what  a  profitable  plant  i 
quires.  Says  Ferriola:  "We  gotta  fine 
way  to  make  this  work." 


320     FORBES-  April  16,  2001 


75%  of  the  top  20 

independent  B2B  exchanges 

run  Oracle. 


The  companies 
that  know 
B2B  best 
run  Oracle. 


www.oracle.com 


2001  Oracle  Corporation  All  rights  reserved  Oracle  is  a  registered  trademark,  and  Software  Powers  the  Internet  is  a  trademark  or  registered  trademark  of  Oracle  Corporation  Other  names  may  be  trademarks  of  their  respective  owners 

Source:  AMR  Research,  Report  on  E-Commerce  Applications,  March  2000 


Founder  knows  best,  says 
McVaney.  If  only  that  were  so. 


EDWARD  MCVANEY 
deserves  some 
credit.  He  is  a  very 
rich  man  who  could 
live  out  his  days  rid- 
ing horses  and 
mending  fences  on  his  beloved 
500-acre  ranch  in  Silverthorne, 
Colo.  Instead,  McVaney  is  back 
in  the  saddle  at  J.D.  Edwards,  the 
firm  he  built  into  an  icon  by  sell- 
ing the  power  of  big  software  to 
smallish  firms. 

But  his  return  is  in  peril  of 
going  horribly  wrong.  After  a 
Y2K-induced  downturn  two 
years  ago  and  a  brief  recovery 
in  2000,  the  $1  billion  (rev- 
enues) company  is  sputtering 
again.  It  will  likely  fall  into  the 
red  this  quarter.  Since  McVaney 
returned  as  chief  executive  a 
year  ago,  J.D.  Edwards  stock  is 
down  68%,  to  $9.44. 

A  mere  blip,  he  insists.  Mc- 
Vaney says  he  is  poised  to  lead 
J.D.  Edwards  in  a  second  revolu- 
tion of  business  computing.  Its 
original  product,  so-called  enter- 
prise resource  planning  (ERP) 
software,  runs  factories,  financials 
and  other  back-office  operations 
for  6,000  mostly  midsize  firms. 

Now  comes  ERP  II,  or  col- 
laborative commerce.  It  in- 
volves plugging  a  company's 
networks  into  those  of  cus- 
tomers and  suppliers  to  im- 
prove service  and  cut  costs. 
Making  it  all  hum  is  devilishly 
complex — just  the  sort  of  work 
that  let  J.D.  Edwards  thrive. 

"Getting  online  was  pro- 
found for  business,  but  also  pro- 
foundly simple,  and  it's  over," 
McVaney  says.  "The  next  phase 
will  involve  things  like  shared 
product  development,  where 
we  expect  to  lead." 

McVaney  has  read  the  market  right, 
but  the  question  is  whether  he  is  the 
guy  to  lead  the  charge — and  whether 
J.D.  Edwards  has  the  army  to  take  the 
high  ground.  Lots  of  larger  players  are 
touting  similar  strategies.  Microsoft  has 


Ed  McVaney  turned  J.D.  Edwards  into  a  software  giant  and 
himself  into  a  billionaire  before  retiring.  Then  the  company 
stumbled,  and  he  returned  to  set  it  right.  The  question  now: 
Is  the  guy  who  built  the  business  the  right  one  to  rebuild  it? 

BY  NEIL  WEINBERG 
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pushed  J.D.  Edwards'  software 
on  its  NT  platform  for  years  but 
now  is  buying  a  rival,  Great 
Plains  Software.  SAP's  sales  are 
six  times  as  large  as  J.D.  Ed- 
wards' revenues.  Oracle,  with 
its  database  software,  cross- 
markets  its  own  applications 
that  rival  J.  D.  Edwards'. 

While  larger  vendors  offer 
many  of  the  most  popular  ap- 
plications in-house,  J.D.  Ed- 
wards relies  on  outside  vendors 
to  fill  big  gaps  in  its  arsenal.  For 
customer  relationship  manage- 
ment it  resells  Siebel  Systems' 
packages.  Its  e-procurement 
software  comes  from  Ariba. 
The  company's  biggest  in- 
house  hit,  a  supply-chain  prod- 
uct, was  acquired  with  Nu- 
metrix  in  May  1999. 

Selling  a  smorgasbord  of 
software  to  large  firms  means 
wrestling  accounts  away  from 
bigger  rivals.  No  easy  feat.  And 
even  McVaney  admits  his  faith- 
ful midsize  clients  are  turned 
off  by  the  complexity  of  multi- 
vendor  software,  preferring 
"one  throat  to  choke"  when 
things  go  wrong.  "We  have  to 
make  some  adjustments, 
though  I'm  not  prepared  to  go 
into  detail,"  he  says,  alluding  to 
new  products  or  services. 

"This  company  has  been 
talking  about  new  products  for 
six  months  and  needs  to  make 
some  moves  fast,"  says  Sanjiv 
Hingorani,  an  analyst  at  Dresd- 
ner  Kleinwort  Wasserstein. 

McVaney  has  negotiated 
tech  turns  before.  A  mechanical 
engineer,  he  left  consultancy 
Grant  Thornton  in  1977  with 
Jack  Thompson  (retired  1996) 
and  Dan  Gregory  (died  1987). 
I  ey  badged  the  firm  with  a  play  on 
Ifir  first  names  and  developed  software 
It  IBM's  System/38  computer.  It  slashed 
! yo  from  the  $1  million  entry-level  cost 
Running  applications  like  accounting 
ill  inventory  management.  When  IBM 
!  led  out  its  AS/400  in  the  mid-1980s 


using  the  38's  code,  midsize  firms 
flocked  to  J.D.  Edwards.  Versions  for 
Unix  and  NT  followed. 

The  bearded,  fatherly  McVaney  was 
a  big  part  of  the  draw.  His  lack  of  Sili- 
con Valley  glitz  played  well  at  second- 
tier  firms  and  at  the  Denver  headquar- 
ters. In  1997  McVaney  launched  the 
largest  tech  IPO  of  the  year,  selling  15.8 
million  shares  at  $23  each.  Seventy-two 
employees  became  millionaires.  His 
39%  stake  soon  made  him  a  billionaire. 

Confident  the  firm  was  Y2K-ready, 
McVaney  began  a  hiring  binge  in  1998. 
In  two  years  the  firm  added  3,600  peo- 
ple to  bring  head  count  to  5,700.  That 
November  McVaney  dubbed  protege 
Douglas  Massingill  chief  executive.  He 
stepped  back  as  nonexecutive  chairman 
and  began  selling  big  chunks  of  stock, 
eventually  cutting  his  stake  to  4.4%. 

As  Massingill  forged  alliances  with 
the  likes  of  Ariba  and  Siebel,  McVaney 
says  he  played  the  good  chairman, 
"nose  in,  fingers  out."  However,  a  for- 
mer senior  executive  says  McVaney 
spread  doubt  internally  that  the  strat- 
egy would  ever  be  executed.  "This  is 
founderitis.  Doug  would  give  us  one 
source  of  direction,  and  Ed  would  give 
us  another  by  quietly  suggesting  we  put 
things  on  the  back  burner,"  he  says. 

In  an  industry  used  to  40%  annual 
growth,  sales  stalled  in  1999.  Rivals  cut 
staff  while  Massingill,  who  declines  to 

Back  for  Seconds  


ers  and  shut  unprofitable  offices.  Mc- 
Vaney's  reputation  also  took  a  hit.  This 
was  the  guy  who  had  prided  himself 
over  the  years  on  managing  by  walking 
around;  he  even  kept  count  of  the  mil- 
lions of  doughnuts  handed  out  free  to 
workers.  McVaney  still  gives  each  em- 
ployee a  25-page  manifesto,  "Our  Cul- 
ture," that,  among  other  things,  dis- 
courages sarcasm. 

"The  culture  thing  is  kind  of  super- 
ficial. A  lot  of  people  just  wish  we  were 
more  recognized,  like  Oracle  and  SAP," 
says  a  member  of  the  firm's  global  sup- 
port services  team. 

Despite  McVaney's  return,  the  com- 
pany disappointed  again  in  February, 
when  it  warned  earnings  would  fall 
below  Wall  Street  expectations.  Mc- 
Vaney blamed  poor  execution,  empha- 
sizing that  too  many  salesmen  had  va- 
cationed near  quarter's  end.  He  tried  to 
soften  the  news  by  introducing  a  new 
chief  operating  officer,  Hank  Bonde,  to 
replace  David  Girard.  Although  the 
firm  hadn't  announced  it  publicly,  Gi- 
rard had,  in  fact,  tendered  his  resigna- 
tion over  a  month  earlier. 

McVaney  says  he  now  realizes  J.D. 
Edwards  is  too  inbred.  Bonde  and  new 
marketing  chief  Les  Wyatt  are  the  latest 
antidotes.  Bonde  spent  years  at  IBM  and 
Wyatt  at  Texas  Instruments  before  each 
went  off  to  struggling  small  firms. 

But  if  the  new  team  falters,  McVaney 


Many  a  founder  has  returned  to  save  a  floundering  company— with  mixed  results. 


Date 

PRICE 

% 

Company/founder 

returned 

oh  return  date 

recent 

change 

Ameritrade/J.  Joseph  Ricketts 

8/7/00 

$13.06 

$6.13 

-53% 

Apple  Computer/Steven  Jobs 

7/9/97 

6.84 

20.13 

194 

J.D.  Edwards/Edward  McVaney 

4/7/00 

29.81 

9.44 

-68 

Gateway  Inc/Theodore  Wain 

1/29/01 

21.66 

15.60 

-28 

Oakley  Inc/Jim  Jannard 

10/7/99 

6.00 

17.10 

185 

Reebok/Paul  Fireman1 

12/1/99 

8.69 

23.36 

169 

'Returned  as  head  of  company's  mainline  Reebok  Brands  division.  Sources;  Forbes;  companies. 


comment,  toyed  with  trendy  Web  hosting 
and  B2B  exchanges.  Soon  nine  layers  of 
bureaucracy  separated  him  from  clients. 
Fat  and  unfocused,  J.D.  Edwards  lost  $39 
million  in  1999,  its  first  losing  year  ever. 

McVaney  ousted  Massingill  last 
April.  He  then  quickly  fired  700  work- 


will  be  out  of  fall  guys.  Recent  whispers 
have  it  that  J.D.  Edwards  is  takeover  bait. 
If  he  doesn't  get  it  right  this  time,  or  step 
out  of  the  way  for  someone  who  can,  Ed 
McVaney  may  soon  be  back  on  his 
ranch,  and  his  company  in  the  clutches 
of  a  more  deft  rival.  F 
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Smear 
Tactics 

Making  streaming  video  work 
on  the  Internet  may  rely  on  a 
simple  solution:  better  math. 

BY  DAVID  ARMSTRONG 

STREAMING  MEDIA  POINTS  UP  THE 
great  promise  of  the  Internet — and 
its  frustrating  reality.  When  1.5  mil- 
lion voyeurs  tried  to  tune  in  to  the  first 
Victoria's  Secret  fashion  show  on  the 
Web  in  1999,  they  overloaded  servers, 
flooded  routers  and  clogged  bandwidth; 
98%  of  their  attempts  were  foiled. 

The  lingerie  retailer  tried  again  last 
May  and  did  what  any  self-respecting 
Webcaster  would  do:  It  bought  more 
servers  and  secured  enough  bandwidth 
to  accommodate  ten  times  the  rush.  It 
worked — but  a  simpler,  and  cheaper,  so- 
lution may  be  at  hand:  Try  better  math. 

That,  at  least,  is  the  salvation  sought 
by  Michael  Luby,  a  47-year-old  computer 
scientist  from  the  University  of  California 
at  Berkeley.  His  company,  San  Francisco- 
based  Digital  Fountain,  sells  servers 
loaded  with  a  special  blend  of  algorithms 


aimed  at  dishing  out  data  streams  to  far 
more  people  at  the  same  time  without 
requiring  more  gear  or  bandwidth. 

Luby  claims  his  approach  could  let 
a  single  server  handle  a  DVD-quality 
movie-trailer  download  for  4,000  people 
at  once.  That  would  ordinarily  require 
at  least  30  servers. 

He  hasn't  quite  proven  this;  the  Uni- 
versity of  Oregon  is  his  only  public  test 
customer.  But  Luby  has  landed  $27  mil- 
lion in  funding,  and  some  big  names  are 
listening.  Adobe  Systems  is  an  investor 
and  hopes  to  use  Digital  Fountain  to 
serve  the  1  million  people  who  down- 
load Adobe's  Acrobat  desktop  publish- 
ing software  each  month.  Sony  Corp.  also 
has  invested,  and  it  may  use  Luby's  codes 
to  quell  the  inevitable  deluge  when  it 
offers  PlayStation  games  over  the  Web. 

Luby's  codes  use  some  slick  mathe- 
matics to  subvert  the  Web's  lingua  franca, 
known  as  Transmission  Control  Proto- 
col. TCP  chops  up  content  into  orderly 
data  packets,  sent  willy-nilly  across  the 
country  to  be  reassembled  at  the  user's 
desktop.  But  a  PC  won't  "accept"  a  par- 
ticular packet  until  it  has  properly  re- 
ceived the  packets  that  have  gone  before 
it.  This  rejection  can  force  repeated  re- 
sending  and  clog  the  Net.  Things  worsen 
when  a  packet  gets  lost:  Your  PC  asks  the 
original  server  to  resend  the  missing  one, 


and  the  download  screeches  to  a  halt. 

This  model  worked  great  when  the  u 
ternet  had  a  few  dozen  computers  talkii 
to  one  another — but  not  when  there  a 
304  million  people  online.  Packets  tyt 
cally  make  1 7  hops  to  get  to  their  destin 
tion.  With  even  a  1%  loss  rate,  the  dowj 
load  time  could  double.  At  peak  demaij 
packet  loss  may  exceed  20%.  A  suppa 
edly  streaming  video  turns  into  a  trick! 

Luby's  method,  instead  of  choppii 
up,  say,  a  video  clip  into  orderly  packe 
and  sending  them  for  later  reassembly) 
far  messier.  Each  packet  carries  what  \ 
calls  "random  smears"  of  the  original  djj 
ital  file — overlapping  and  disconnect] 
snippets  in  no  rational  order.  These  smeg 
are  bits — ones  and  zeros — -snipped  froj 
myriad  portions  of  the  video  clip.  Ea< 
smear  is  assigned  a  numeric  value  ai) 
transmitted  as  a  random  linear  expressia 
such  as  x+y,  x+z  or  x+y+z.  To  the  netwoj 
Luby's  packets  look  the  same  as  those  usj 
in  conventional  Internet  language.  But  i| 
side,  the  TCP  packets  are  like  consecuti 
slices  of  bread;  Digital  Fountain's  are  w 
bits  of  raw  dough. 

Digital  Fountain's  servers,  inste: 
of  waiting  for  a  specific  request  befoj 
forking  over  each  packet,  spits  them  o) 
continuously,  letting  surfers  tap  in 
them  when  they  want. 

A  small  application  at  the  user's  ei 


Streaming  media  leads  to  frustration  as  PCs  must  wait  for  data  to  arrive  in  order.  Digital  Fountain  uses  a  more  random  approach. 


TCP/IP 


DIGITAL 
FOUNTAIN 


ORIGINATING 
SERVER 

|  NETWORK 

DOWNLOAD 
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TCP  chops  con-  With  TCP  each  packet  sent  through  the 

tent  into  blocks.  network  contains  a  slice  of  the  content. 

Digital  Fountain  With  Digital  Fountain's  servers  the  bits 

takes  random  are  packaged  as  linear  equations 

bits  of  content.  and  assigned  a  value. 


X      x  +  y  =  A 
%  Y         I  x  +  y +z  =  0  I  A  O  □  A  O  □  A  O 
2  y  +  z  =  D 


TCP  requires  each  packet  to  be  placed  in  con- 
secutive order.  Digital  Fountain  combines  the 
equations  from  whatever  packets  have  been  re- 
ceived; as  long  as  there  are  enough,  the  string  of 
equations  can  solve  for  any  missing  variables. 


A  +  0  =  Z      z*D  =  Y       y+A  =  X 
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GROUNDZERO 


B2B  in  2001 :  Transforming  Buying  and  Selling  Relations 


Conference  and  Expo:  May  22-24, 2001 
Sheraton  Boston  Hotel 
Boston,  Massachusetts 


technology  transforms  the  power  of  the  Internet,  attend  Ground  Zero  5  to  learn  how  the  corporate 
prld  is  developing  and  expanding  its  B2B  strategy  to  capture  the  strength  of  the  digital  revolution. 

sightful  Panels 

Learn  how  global  industrial  giants  are  rapidly  refining  supply  chain  relationships 

Explore  how  corporations  are  revamping  their  distribution  channels 

Evaluate  best  eProcurement  practices  to  help  build  your  web  business  for  the  future 

/er  100  B2B  Exhibits 

\l\s\t  technology  enablers  covering  eProcurement,  supply  chain  management,  collaborative 
commerce,  marketplaces,  CRM  and  enterprise  integration 

icused  Pre-Conference  B2B  Technology  Seminar 

Preview  the  next  generation  of  B2B  technology.  See  tomorrow's  solutions  today  and  assess  the 
next  winners  and  losers 

sceptions  and  Networking  Parties 

Meet  key  executives  from  public  and  private  companies  that  are  reinventing  their  businesses  to 
capture  the  changing  dynamics  of  B2B  e-commerce 
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'ww.jupiterevents.com/groundzero5 
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solves  for  any  missing  variables  (read: 
fills  in  the  blanks)  and  reconstructs 
the  original  file.  It  doesn't  matter  in 
what  order  those  packets  are  received 
or  even  whether  they  emanated  from 
different  starting  points.  As  long  as 
enough  packets  are  collected,  the  PC 
has  enough  overlapping  variable 
strings  to  reconstruct  the  file.  That 
avoids  the  bottleneck  caused  by 
packet  loss  and  the  rejection  and  re- 
sending  of  out-of-sequence  chunks  of 
content.  No  more  "Server  busy,  come 
back  later." 

"It's  like  sticking  a  cup  into  a  foun- 
tain. You  don't  care  where  the  water 
comes  from  or  how  many  drops  splash 
over  the  side.  As  long  as  your  cup  is  full, 
you're  happy,"  says  Luby,  quick  with  a 
metaphor  from  his  days  teaching  com- 
puter science  at  Berkeley  and  the  Uni- 
versity of  Toronto. 

The  real  payoff  could  belong  to  con- 
tent providers,  who  now  spend  $219 
million  a  year  on  content-distribution 
vendors  such  as  Akamai,  which  runs 


codes"  form  the  basis  for  the  most 
common  error-correcting  codes  used 
in  satellite  data  transmission  and  in  CD 
audio  playback.  The  idea  then,  as  now, 
is  to  use  redundancy.  By  sending  sev- 
eral copies  of  each  data  packet,  eventu- 
ally recipients  will  get  them  all. 

Luby  and  a  team  at  Berkeley's  In- 
ternational Computer  Science  Institute 
spent  several  years  improving  error- 
correction  for  the  Internet.  In  1998  he 
raised  $500,000  from  friends  and  fam- 
ily and  formed  Digital  Fountain  to 
commercialize  his  coding  work.  A  year 
later  he  raised  $7  million  and  brought 
on  Clifford  Meltzer,  a  former  Cisco  Sys- 
tems vice  president,  as  chief  executive. 
(Luby  is  chief  technology  officer.) 

Last  fall — even  after  the  collapse  in 
Web  stocks — the  company  tapped  $20 
million  in  a  round  led  by  Matrix  Part- 
ners, a  venture  capital  firm  in  Menlo 
Park.  That  will  last  the  80-person  shop 
through  year-end. 

Digital  Fountain  hopes  to  release  its 
product  next  month.  At  the  University 


8,000  servers  around  the  world  that  mir- 
ror Web  content  and  accelerate  its  deliv- 
ery. With  Digital  Fountain  "the  cost  is 
based  on  the  content  you  send  out,  not 
on  the  number  of  users  you  want  to 
reach,"  Luby  says. 

His  work  has  its  genesis  in  a  five- 
page  paper  published  in  1960  by  MIT 
mathematicians  Irving  Reed  and  Gus- 
tave  Solomon.  Their  "Reed-Solomon 


of  Oregon,  students  are  already  getting 
high-quality  video  on  demand  from 
one  thin  data  stream;  no  additional 
bandwidth  or  hardware  needed.  "It's  a 
hell  of  an  achievement,"  says  Joseph  St 
Sauver,  an  assistant  director  at  the  uni- 
versity's Computing  Center.  If  Luby 
and  his  cohorts  at  Digital  Fountain  can 
make  video  truly  stream  on  the  Web, 
may  their  cups  runneth  over.  F 


Theodore  Berger  is  reverse- 
engineering  the  brain,  hopin 
to  teach  computers  to  listen 
and  see  as  humans  do. 

BY  DOLLY  SETT0N 

FOR  DECADES  SCIENTISTS  HAA 
dreamed  of  melding  the  comput 
and  the  brain,  training  sophist) 
cated  machines  to  think  like  peopl) 
Now  a  growing  number  are  taking  til 
challenge  literally. 

At  a  lab  at  the  University  of  Soutl 
ern  California  in  Los  Angeles,  a  resear< 
team  led  by  50-year-old  neuroscientj 
Theodore  Berger  has  spent  the  last 
years  slicing  up  and  wiring  rabbit  bra 
tissue.  Berger  zaps  live  brain  slices  wi 
electrical  pulses  and  maps  the  electrid 
patterns  that  the  tissue  then  shoots  bacj 
It's  a  rather  bizarre,  Frankensteink 
approach  to  perfecting  a  softwa) 
model  that  loosely  mimics  how  t| 
brain's  learning  center  functions.  Tl 
first  fruits  of  Berger's  work,  speed 
recognition  software  that  can  pluck  o 
words  in  noisy  environments,  hits  tl 
market  in  four  months. 

"The  ultimate  goal  is  to  develop 
computer  that  models  the  way  tl 
brain  evolves  over  time  and  rearrang 
itself  to  work  even  when  there  are  faul 
parts,"  Berger  says. 

The  brain  is  akin  to  a  sophisticaw 
electrical  device.  It  processes  inform) 
tion — the  view  of,  say,  your  neighboi 
face — as  a  specific  pattern  of  electric 
pulses.  These  pulses  then  trigger  the  rj 
lease  of  related  neurochemicals  to  pr 
duce  the  right  reaction  (to  avoid  ej 
contact,  for  example,  because  you  haj 
said  neighbor).  Thus,  Berger  shoe) 
brain  slices  because  the  pulses  mid 
various  stimuli;  the  electrical  reactioi 
that  result  paint  patterns  that  hint 
the  brain's  processing  design. 

Many  neuroscientists  are  trying 
understand  the  brain  at  the  molecull 
or  cellular  level.  They  want  to  pi 
down,  for  instance,  how  discrete  neufl 
chemical  changes  might  result 
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You're  the  type  of 
person  interested  in 
the  latest  technology. 
Be  one  of  the  first  to 
get  your  hands  on  the 
hottest  new  products! 


>lore  technology  like  this  in  the  pages  of  E-Gear 


USA  The  Integrity  of  Steel  -  The  modern  way  to  store  and  display  your  A/V 
m  BOLTZ  Steel  Furniture.  With  new  HDTV  sets  weighing  in  at  up  to  300lbs, 
s  the  only  company  with  the  advanced  and  durable  materials  that  not  only  easily 
ie  weight,  but  have  an  incredible  clear  coat  finish  that  compliments  the  "silver" 
nost  new  electronics.  For  $1200  you  can  turn  any  room  into  a  stylish  and  func- 
me  theater  on  wheels  —  with  mobile  tv  stands,  component  racks,  and  permanent 
or  all  your  movies,  music,  and  books.  For  a  34  page  brochure  call  877.804.7650, 

it  out  at  www.boltz.com. 

r'S  CopyPoint  2000  Brother's  CopyPoint  2000  is  a  write  on/wipe  off  elec- 
hiteboard  with  a  built-in  printer.  Its  PC  Link  option  allows  you  to  export  info r- 
vritten  on  the  surfaces  to  your  computer.  The  rotating  one-touch  panel  provides  a 

writing  surface  and  is  conveniently  housed  in  a  compact  frame.  With  CopyPoint 
aphs,  charts  and  text  are  quickly  printed,  taking  it  easier  for  listeners  to  partici- 
neetings  without  the  distraction  of  note  taking.  It  can  be  wall-mounted,  partition- 

or  easel-mounted  and  sells  for  an  estimated  street  price  of  $699.95.  For  more 
ion  contact  Brother  at  www.brother.com  or  800-276-7746. 

iia  The  SoulMate™  96  and  the  MusicStore™  from  DigMedia™  will  revolution- 
lay  you  enjoy  music!  Now  for  only  $169,  originally  $229,  the  SoulMate  96  holds 
jiours  of  music  uploaded  from  the  MusicStore  or  your  PC  for  the  ultimate  on-the- 
player.  At  a  reduced  $399,  the  MusicStore  can  record,  store,  play  and  manage  up 
tracks  in  MP3  format  and  is  ready  to  connect  to  any  existing  hi-fi  system,  head- 
r  PC.  Available  at  Frys,  CompUSA,  technobrands.com  &  outpost.com.  For  more 
ion,  visit  www.digmedia.ee. 

Megapixel  CCD  Digital  Camera  JVC  is  marketing  a  digital  still  camera, 
the  highest  image  resolution  available  in  a  consumer  model  with  1080i  output, 
for  rapid  readiness,  the  GC-QX5H  produces  moving  video  e-mail,  creates  a  mul- 
?r  collage,  and  has  high  storage  capacity  on  a  small,  high  speed  Smart  Media 
e  GC-QX5H  is  currently  available  with  a  nationally  advertised  value  of  $999.00. 
!  information,  visit  www.jvc.com  or  call  JVC,  1-800-252-5722. 

m  Electronics  Canada-based  Paradigm  Electronics  has  just  launched  the 
i  Cinema™  HTSystem  consisting  of  Cinema™  front  and  rear  speakers,  a 
"  CC  center  channel  and  a  PDR-8  powered  subwoofer.  The  new  Paradigm 
"  HT  System  is  designed  for  excellent  home  theater  and  audio  sound,  in  an  ultra 
size.  They  can  be  placed  next  to  a  television,  on  a  bookshelf  or  easily  mounted  to 
whatever  suits  the  listening  environment.  Magneshield®  magnetic  shielding  also 
em  to  be  used  with  a  computer  or  a  home  theater  system  without  causing  harm, 
ice  for  the  system  is  $716.  Check  the  website  www.paradigm.com  to  find  your 
luthorized  dealer. 

Ihlome  Systems' VIA!  Touch  Panel  User-friendly  graphics,  one-touch  video 
lg  and  ease  of  programming  are  just  three  of  the  features  that  make  VIA!  the 
ling  LCD  touch  panel  on  the  market  today.  VIA!  puts  intuitive  A/V  and  house- 
em  control  right  at  your  fingertips.  MSRP:  $1695.00.  •  ELAN  Home  Systems, 
umbo  DR,  Lexington,  KY  40509  •  859-269-7760  •  www.elanhomesystems.com 


www.e-gear.com 


epilepsy  or  an  age-related  memory  de- 
cline. He  and  other  scientists  take  a 
broader  approach,  transporting  brain 
research  into  the  realm  of  engineering. 

By  stimulating  brain  tissue  with  tiny 
shocks  and  tracking  the  electrical  output, 
Berger  is  measuring  only  what  goes  in 
and  what  comes  out,  the  way  an  engineer 
would  gauge  microchip  performance.  In 
time,  software  should  be  able  to  simulate 
what  happens  to  a  given  bunch  of  neu- 
rons when  exposed  to  a  sight  or  sound. 

"No  one  knows  how  learning  or 
memory  lakes  place  in  the 
brain.  Berger  doesn't  have 
a  complete  answer,  but  his 
software  is  a  quantum 
leap,"  says  Joel  Davis,  pro- 
gram director  at  the  Of- 
fice of  Naval  Research, 
which  is  funding  the  rab- 
bit research. 

In  the  last  15  months 
Berger's  Laboratory  for 
Neural  Engineering  has  at- 
tracted $10  million  from 
the  Department  of  Defense 
Advanced  Research  Project 
Agency  (DARPA),  NASA  and 
the  Navy  to  make  speech- 
recognition  software  that 
works  in  noisy  environ- 
ments like  submarines  and 
spacecraft. 

By  the  summer  he 
plans  to  ship  a  voice-iden- 
tification product  that  will 
recognize  20  speakers.  The 
first  customer,  ViA,  a  Min- 
nesota-based maker  of 
wearable  computers,  will 
sell  it  as  a  security  device 
in  the  noisy  warehouses 
where  its  products  are  used.  Within  a 
year  Berger  hopes  to  expand  his  soft- 
ware's vocabulary  to  thousands  of 
words  for  the  Navy's  sub  program. 
Popular  voice  products  know  up  to 
60,000  words,  but  Berger's  program 
weeds  out  noise  far  better. 

DARPA  has  also  provided  $3  million 
for  work  on  a  biosensor  application 
using  live  neurons  that  can  alert  sol- 
diers to  the  presence  of  toxins  by  indi- 
cating when  its  neurons  aren't  func- 
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tioning  properly.  Berger  is  working 
with  Tensor,  a  biotech  firm  in  Irvine, 
Calif.,  to  deliver  a  commercial  biosen- 
sor in  3  years.  In  15  years  Berger  envi- 
sions neural  prosthetics  that  can  replace 
parts  of  the  brain  damaged  by  stroke, 
Alzheimer's  or  epilepsy. 

Berger's  work  differs  from  that  of 
many  neuroscientists  who  are  trying  to 
understand  how  neurons  process  infor- 
mation by  measuring  the  average  num- 
ber of  pulses  per  second.  Berger  looks 
instead  at  patterns  in  the  timing  of  the 


WHY  NOT  TAKE  ADVANTAGE  OF 
LIONS  OF  YEARS  OF  EV0LUTK 


Ted  Berger  is  tuning  his  software  code  to  the  elegant  timing  of  the  brain. 

pulses,  as  if  they  were  Morse  code.  To 
living  brain  cells,  the  duration  of  pulses 
and  the  gaps  between  them  convey  as 
much  information  as  the  number  of 
pulses.  Looking  at  a  single  pulse  alone, 
he  says,  is  "like  trying  to  play  Name 
That  Tune  with  only  one  note." 

In  1988  Berger  started  work  on  a  set 
of  equations  to  predict  when  a  neuron 
will  fire  and  what  pulses  will  occur  in 
response  to  all  possible  incoming 
pulses.  He  started  with  live  tissue,  or 


"wetware,"  removing  slices  of  t] 
cashew-nut-shaped  hippocampus  fro 
live,  anesthetized  rabbits.  Earlier 
search  had  proven  that  humans  ai 
rabbits  share  common  neural  functio 
Berger  then  deposited  these  slices 
rabbit  hippocampus  in  tiny  dish 
feeding  them  glucose  and  oxygen 
keep  them  alive.  He  hooked  them 
electrodes  and  bombarded  the  tiss 
with  randomly  timed  pulses  of  a  f 
hundred  microvolts.  He  recorded  t 
outputs  from  thousands  of  tiny  shocj 
and  eventually  came 
with  reasonably  accur 
predictions  of  what  p 
ticular  pulse — itself  repi 
senting  a  specific  stimul 
such  as  a  vision  of  son 
thing — generates  whi 
neural  reaction. 

Berger  completed  I 
neuron  model  in  19 
and  spent  four  years  fir 
tuning  its  accuracy. 
1996  he  adapted  his  na 
ron  model  to  spee 
recognition    with  c 
designer  Jim-Shih  Li< 
They  first  digitized  tj 
sound  waves  of  seve; 
graduate  students  spec 
ing  the  same  word,  i 
example,  "hit."  Berj 
asked  his  neuron  so 
ware  model  to  find  co 
mon  features  among  I 
various  "hit"  wave  p 
terns,  filtering  out  4 
differences    as  noi 
Eventually  the  softw; 
identified   the  uniq 
timing  of  the  wave  p 
tern  of  "hit,"  no  matter  who  said  i 
Any  kind  of  information  that  can 
represented  as  timed  patterns  can 
encoded  into  the  system  and  m< 
identifiable,  just  as  we  perceive 
spouse's  peculiar  walk.  Not  so  coir 
dentally,  Berger's  program  works  a 
like  the  way  the  brain  does,  picking : 
evant  bits  of  data  from  the  timing 
tween  electrical  signals.  Says  Berg 
"Why  not  take  advantage  of  million: 
years  of  evolution?" 


ow  do  you 


Hit 


from  convergence? 


Converging  voice,  data  and  video 
may  be  inevitable.  But  profiting 
from  this  trend  is  another  matter. 
That's  why  SUPERCOMM  2001  draws 
decision-makers  from  every  realm  of 
communications.  Only  SUPERCOMM 
gives  you  a  global  view  of  public 
and  enterprise  network  solutions, 
from  wireless  and  optical  to 
broadband  Internet.  You'll  find  more 
than  800  exhibitors  as  well I  as  210+ 
education  sessions.  And  you'll  meet 
ith  thousands  of  industry  leaders  from  around  the  world.  So  profit 
rom  the  world's  premier  annual  communications  and  information 
echnology  event.  Come  to  SUPERCOMM  2001,  June  3  -  7,  Atlanta, 
eorgia.  For  more  information  or  to  register,  visit  our  Web  site. 


THEY  KNOW 


Customers  want  it  all 


Providers  must  offer  everything 

Competitors  are  everywhere 

You  can't  commit  to  the  wrong  track 


Smart  business  rules 


Forbes 


O  R 


Explore  the  Whole  World  of  Communications 


www.  supercomm2001  .com  /  p  r  o  f  i  t 


Forfurther  information:  www.telekom.de/dt-share 


*  - 


Deutsche  Telekom  is  Europe's  largest  communications 
company  and  one  of  the  world's  largest  communica- 
tions carriers  with  revenues  of  40.9  billion  euros 
($38.6  billion)  in  2000.  We're  active  in  four  key  growth 
segments:  mobile  communications,  consumer  Internet 
services,  data/IP/systems  solutions  and  network 
access  services.  Customers  benefit  from  our  broad 
array  of  integrated,  innovative  products  and  services  — 
from  mobile  Internet  to  high-speed  network  access 
capabilities  and  much  more. 


Mobile  communications:  T-Mobile  is  the  #2  ranked 
provider  of  mobile  communications  in  Europe  and 
the  #3  company  around  the  world. 

The  Deutsche  Telekom  Group  serves  more  than  35 
million  mobile  telephony  customers  through  majority 
operations  worldwide.  Mobile  communications  compa- 
nies in  which  Deutsche  Telekom  holds  a  minority  stake 
serve  another  10  million  mobile  telephony  subscribers. 
In  the  German  market,  T-Mobile  has  a  leading  position, 
serving  more  than  20  million  mobile  subscribers. 

■  T-Mobile  continues  to  advance  mobile  data  and 
Internet  technology  with  GPRS,  and  is  beginning  to 
lay  important  foundations  for  the  even  more  advanced 
mobile  services  of  the  future  -  3G,  or  UMTS,  as  these 
next-generation  technologies  are  called  in  Europe. 

■  T-Mobile's  mobile  portal,  T-Motion,  and  other  initiatives 
position  T-Mobile  well  in  the  emerging  m-commerce 
market. 

Consumer  Internet  services:  T-Online  is  the  world's  #2 
Internet  company. 

T-Online  is  the  leading  Internet  service  provider  in 
Europe,  with  about  8  million  subscribers  in  seven 
countries. 


■  T-Online  is  the  #1  Internet  service  provider  in 
Germany,  the  largest  online  market  in  Europe. 

■  Expansion  in  2000  brought  T-Online  into  France, 
Spain,  Portugal,  Austria  and  Switzerland. 

■  T-Online  has  established  partnerships  with  400 
content  providers. 

Network  access  services:  T-Com  is  Europe's  leading 
provider  of  fixed-iine  voice  telephony  products  and 
services. 

In  Germany,  where  T-Com  serves  more  than  40  million 
customers,  T-Com  has  established  one  of  the  world's  most 
advanced  fixed-network  infrastructures. 

■  With  approximately  800,000  new  T-DSL  service  lines 
sold  as  of  February  2000,  T-Com  is  on  the  way  to 
building  one  of  the  most  expansive  ADSL  networks 
in  the  world. 

■  T-Com  already  is  a  leading  provider  of  high-speed 
digital  access  lines  through  the  1 7.3  million  ISDN 
channels  we  provided  as  of  December  31 ,  2000. 

Data/ IP/systems  solutions:  T-Systems  is  Europe's  #2 
systems  integration  firm. 

At  the  beginning  of  2001 ,  Deutsche  Telekom  launched 
T-Systems,  Europe's  second-largest  provider  of  compre- 
hensive IT  and  communications  services. 
M  T-Systems  brings  together  the  IT  and  systems  inte- 
gration know-how  of  debis  Systemhaus  joint  venture 
with  Deutsche  Telekom's  expertise  in  network  and 
data/ 1  P. 

■  Today,  T-Systems  provides  high-performance  systems 
solutions  to  top  business  customers  in  Germany  and 
more  than  20  other  countries. 


Deutsche 
Telekom 


Digital  Tools  By  Stephen  Manes 


DVDs,  Home-Brewed 


SOMEDAY,  RECORDING  YOUR  OWN  DVDS-SHOULD 
be  commonplace  and  cheap.  You  could  easily 
transfer  that  tape  of  Junior's  first  pratfall  or  the  lat- 
est episode  of  The  Sopranos  to  disk  via  a  DVD 
recorder.  It  would  work  just  like  a  VCR,  only  with 
better  quality  and  faster  fast-forwarding. 

But  so  far  there  is  only  one  device  like  that  available  in 
the  U.S.,  and  it  isn't  exactly  a  mass-market  item.  Panasonic's 
DMR-E10  costs  under  $3,000  and  records  on  rewritable  $35 
DVD-RAM  disks  that  can  hold  four  hours  of  video.  The  unit 
combines  the  recording  abilities  of  a  VCR  and  the  fancy  fea- 
tures of  a  high-end  DVD  player.  Alas,  the  disks  it  creates  can- 
not be  played  in  the  vast  majority  of  consumer  DVD  players. 
That  may  crimp  your  style  if  Grandma  wants  a  disk  of 
Junior's  latest  karate  moves. 

Enter  Pioneer's  DVR-2000,  which  is  currently  available  only 
in  Japan  but  should  arrive  here  this  fall  for  less  than  $2,500. 
Its  features  mimic  Panasonic's,  but  it  uses  $10  DVD-R  disks 
that  work  in  most  standard  DVD  players  as  well  as  $25  DVD- 
RW  rewritable  disks  that  work  in  a  smaller  universe  of  devices. 
But  DVD-R  disks,  like  their  CD-R  cousins,  can  be  recorded  only 
once.  The  DVR-2000  even  includes  an  IEEE  1394,  a.k.a. 
Fire  Wire,  input  that  connects  to  digital  video  cameras,  effort- 
lessly converting  from  tape  to  disk  on  the  fly. 

In  my  tests  both  units  were  somewhat  tricky  to  master, 
but  both  produced  output  that  was  hard  to  distinguish  from 
originals.  Just  don't  try  to  knock  off  commercial  DVDs.  Both 
units  simply  stopped  recording  when  I  tried  to  duplicate  a 
2001:  A  Space  Odyssey  disk — even  though  I  was  attempting 
not  a  direct  digital  copy  but  an  analog  one  from  the  TV  set's 


video  output.  The  much-d 
bated  Content  Protection 
Recordable  Media  systerm 
built  in  to  prevent  copyiij 
Maybe  someday  you  woj 
record  The  Sopranos  after  a| 
What  if  you  want  to  crei 
fancy  DVDs  of  your  ovm 
complete  with  attracti 
menus  that  look  like  the  on 
on  commercial  disks? 
that,  you'll  need  some  sort 
computer  package.  DVD-R/ 
drives  are  widely  availab 
but  they  present  compatit 
ity  problems  similar  to  t) 
Panasonic's.  Later  this  yi 
Pioneer  expects  to  sell! 
$1,000  DVD-R/ RW  inter] 
computer  drive  that  can  wj 
and  read  CD-R  and  CD-J 
disks  as  well.  But  for  now 
you  want  to  burn  DVDs  tl 
work  in  standard  play 
without  investing  in  professional  equipment  or  paying  s 
vice  bureaus,  you'll  need  a  machine  from  Apple  or  Comp 
that  comes  with  one  of  these  Pioneer  drives  installed. 

Apple  calls  its  version  a  "SuperDrive,"  recycling  a  na) 
from  Macintosh  history  when  it  referred  to  a  lowly  flop 
For  the  moment  it  ships  only  in  Apple's  priciest  stand; 


Don't  try  to  knock 
off  commercial 
DVDs.  Both  units 
I  tested  simply 
stopped  recording 
when  I  tried. 


Coming  soon:  Pioneer's  DVR-2000. 
Produces  a  widely  playabie  disk. 


Here  now:  Panasonic's  DMR-EI0. 
But  most  players  can't  read  its  DVDs. 
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Pixelated  Turtle 


i 


f  you  really  can't  stand  the  high  quality  of 
DVD  output  and  think  that  even  the  pic- 
tures from  your  VCR  are  just  too  darned 
sharp,  here's  a  solution:  the  Video  CD  for- 
mat, widely  popular  in  Asia  in  the  form  of 
prerecorded  disks,  many  of  them  pi- 
rated. It  basically  crams  70  minutes  ,:  jjj 
of  video  and  audio  onto  the 
same  CD  originally  meant 
just  for  music.  As  you 
might  expect,  video  and 
audio  quality  suffer. 

But  I  had  no  idea  how 
bad  it  could  look  until  I 
tested  the  $500  Terapin  Video 
Recorder  from  an  American  di 
vision  of  Teraoptix  Inc.  of  Singapore.  The 
thing  resembles  an  ugly  DVD  player  with  an 
uglier  plastic  carapace,  but  it  cannot  play  or 


Power  Mac  G4,  which  costs 
$3,500  for  a  733MHz  Pow- 
erPC processor  with  a  60  giga- 
byte hard  drive  and  256MB  of 
memory,  but  no  monitor, 
stereo  speakers  or  room  for  a 
second  inboard  CD-size  drive. 

Fortunately,  it  does  come 
with  iDVD,  a  program  in  the 
exemplary  tradition  of 
Apple's  iMovie.  The  iDVD 
software  lets  you  easily  create 
menus  and  slide  shows  to  go 
with  your  videos.  But  the  doc- 
umentation explains  settings 
that  you  must  make  (and  later 
remember  to  undo  if  neces- 
sary) to  avoid  problems;  truly 
great  software  would  make 
those  changes  itself. 

Once  you  have  edited  your 
footage  in  iMovie  (also  in- 
cluded), you  export  it  to  the 

hard  drive.  That  takes  about  "-*" — " —————————— 

as  long  as  the  video's  running  time.  When  you  bring  the  file 
into  iDVD  and  begin  to  burn  a  disk,  you  wait  somewhat 
longer  than  2'A  times  the  running  time  until  the  DVD-R  pops 
out  of  the  drive  ready  to  play. 

The  surprise  is  how  good  the  final  product  looks  on  your 
TV — better  than  on  the  computer,  since  TV  is  the  format  it 
was  meant  for.  The  disk  I  created  using  Apple's  software 
showed  more  annoying  video  glitches  than  identical  mater- 
ial played  from  a  disk  burned  directly  with  the  Pioneer  DVR- 
2000,  but  it  otherwise  ran  fine  in  my  recent-vintage  DVD 
player  and  computers.  Grandma  would  probably  never  no- 
tice the  difference,  and  she  would  definitely  prefer  the  Mac 
version's  clever  menus. 

Compaq's  MyMovieStudio  Presario  7000  was  going 
through  some  final  tweaks,  so  I  tested  it  in  preproduction 
form.  At  less  than  $2,300,  it  includes  a  1.4-gigahertz  Pen- 
tium 4,  a  monitor  and  the  same  drive  as  the  Mac's,  so  it 
looks  like  a  bargain  even  though  it  has  only  128MB  of  RAM 
and  a  slightly  skimpy  40-gigabyte  hard  drive.  Compaq  plans 
to  offer  cheaper  models  based  on  Athlon  processors. 

Too  bad  the  programs  supplied  are  neither  as  fast  nor  as 
sleek  as  Apple's.  Pinnacle's  Studio  DV  has  annoying  limita- 
tions and  took  110  minutes  to  render  36  minutes'  worth  of 
video.  The  Sonic  DVDit!  software  took  33  minutes  to  write 
the  disk,  but  the  clumsy  program  does  not  include  a  slide 
show  mode,  and  its  tutorial  and  documentation  are  mini- 
mal. Worse,  Studio  DV  produced  visibly  inferior  (though  still 
adequate)  video,  particularly  in  scenes  with  motion — even 


record  DVDs  of  any  kind,  or  write  to  sti 
dard  CD-R  or  -RW  disks  meant  for  comra 
ers.  Instead,  it  records  on  the  more  expJ 
sive  disks  mandated  for  consun) 
electronics  devices. 

The  manual  is  pitiful,  but  you  need 
consult  it  to  figure  out  the  goofy  user  int 
face.  In  every  test,  picture  and  sound  w 
_  significantly  worse  tl 

identical  material 
corded  on  my  VCR  at 
slowest  speed. 

Since  you  can  eas 
buy  five  Hi-Fi  VCRs  for 
price  of  one  Terapin — w 
built-in  TV  tuners  that  t 
expensive  unit  does  not 
elude — its  only  mar, 
would  seem  to  be  clever  fil 
makers  who  might  find  a  way  to  make 
out  of  shimmering  pixels  and  fuzzy  reso 
tion.  This  turtle  is  a  turkey.  — S, 


after  I  upgraded  over  the  Net  from  an  earlier  edition  t 
produced  truly  wretched  picture  quality. 

Neither  Apple  nor  Compaq  currently  offers  any  way 
use  DVD-R  disks  for  recording  data  files  other  than  D 
video.  That's  a  shame,  since  these  nearly  5-gigabyte  di 
would  be  terrific  for  backup.  Neither  helps  you  write  aj 
thing  at  all  to  DVD-RW  disks,  though  the  drives  are  fully 
pable  of  doing  so.  But  Compaq  intends  to  offer  its  custom 
Roxio's  software  for  such  purposes  in  June  for  free.  Am 
will  force  you  to  pay  $90  for  Roxio's  Toast  5  Platinum  paj 
age  when  it  arrives.  Still  missing  entirely:  a  way  of  creatj 
short  DVD-quality  videos  on  cheap  recordable  CDs,  whidj 
theory  could  play  in  many  DVD  players. 

Compatibility  remains  hit-and-miss.  The  disk  I  crea 
with  the  Compaq  played  properly  using  the  computer's  D 
software,  but  Windows  Me's  directory  display  thought  it  v 
a  music  CD.  A  DVD-RW  I  created  on  the  Pioneer  unit  worl 
fine  in  my  DVD  player  but  was  invisible  to  the  DVD  drives 
my  computers. 

And  just  to  make  the  image  fuzzier,  boosters  of  an  t 
tirely  different  rewritable  format  called  DVD+RW  claim 
will  offer  greater  compatibility  with  older  drives  and  will 
rive  before  year's  end.  But  even  Sony,  one  of  this  forrn^ 
originators,  is  hedging.  In  January  it  announced  thai 
would  develop  a  player  that  could  handle  both  DVD-RW  a 
DVD+RW  disks.  You  may  want  to  wait  until  the  picture  clej 
and  prices  drop. 

Or  place  your  bet  and  enjoy  your  popcorn. 


Stephen  Manes  (steve@aanky.com)  is  the  cohost  o/Digital  Duo,  a  weekly  public  television  series.  Find  past  columns 
at  www.forbes.com/manes  or  use  your  :CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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IMAGINE  WHAT 
TECHNOLOGY 
CAN  DO  NEXT 


health 

education 

environment 

economic  development 

equality 


THE  TECH  MUSEUM  AWARDS 

mJzlzZJl         Technology  Benefiting  Humanity  Presented  by  Applied  Materials,  Inc. 

A  CALL  FOR  NOMINATIONS  Imagine  a  world  where  technology  is  used  to  improve  the  way  we  live.  Help 
us  find  the  people  and  organizations  that  will  inspire  us  with  their  accomplishments  in  the  areas  of  health,  edu- 
cation, environment,  economic  development,  and  equality.  Finalists  in  each  category  will  be  honored  on 
November  1 ,  2001  and  five  winners  will  receive  special  recognition  and  a  $50,000  cash  award.  Nominations 
will  be  accepted  until  June  1 ,  2001 .  Please  log  on  to  www.thetech.org/ techawards  for  more  information  on  how 
to  nominate  the  individual  or  group  that  you  feel  has  used  technology  to  make  our  world  a  more  humane  place. 


Center  for  Science 
Technology  &  Society  at 
Snnta  Clora  University  APPLIED  MATERIALS' 


(i  Council  for 

II   The  United  Nations 

University  FOrDGS 


Digital  Spin  By  John  C.  Dvorak 


Wide  Open 


THE  MILITARY  WANTS  TO  KEEP  IT  AS  ITS  SECRET 
communications  technology.  The  big  cellular 
phone  companies  claim  it  will  ruin  their  business. 
The  aviation  industry  hopes  it  doesn't  make 
planes  fall  from  the  sky. 
Meanwhile,  this  controversial  technology,  called  ultra- 
wide-band  or  pulse  radio,  promises  so  many  benefits — from 
cheap,  high-speed  wireless  networking  to  the  ability  to  see 
through  clothing — that  it  can  no  longer  be  suppressed.  Only 
an  ongoing  review  by  the  Federal  Communications  Com- 
mission stands  in  the  way  of  its  widespread  use.  If  current 
tests  by  the  federal  government  show  that  it  doesn't  inter- 
fere with  frequencies  already  in  use,  ultra-wide-band  radio 
may  be  approved  for  free,  unlicensed  usage  by  late  spring. 

UWB  has  its  roots  in  the  spread-spectrum  radio  research 
done  in  the  1930s  and  1940s.  Unlike  conventional  radio 
technologies  such  as  cellular  and  FM  radio  that  rely  on  high- 
powered,  fixed  frequencies,  spread  spectrum  scatters  a 
lower-power  signal  over  a  larger  swath  of  frequencies. 

UWB  transmitters  sputter  their  signals  in  short  energy 
blips,  each  lasting  perhaps  a  trillionth  of  a  second  in  sets  of 
40  million  per  second.  These  blips  scatter  throughout  a 
range  of  frequencies  and  then  get  pieced  back  together  by  a 
receiver  synchronized  to  the  timing  of  the  bursts.  Since  they 
operate  within  the  normal  background  noise,  they  don't 
have  to  be  amplified  for  effective  reception.  It's  like  being 
able  to  tune  your  ear  to  hear  someone's  whisper  in  a  noisy 
restaurant.  As  a  result,  UWB  radios  need  very  little  power: 
less  than  a  milliwatt  compared  with  3  watts  for  cell  phones 
and  4  watts  for  CB  radios. 

The  military  has  always  liked  UWB  because  it  is  almost 
impossible  to  distinguish  the  signal  from  background  noise 
without  a  receiver  specially  synchronized  with  the  transmit- 
ter. And,  because  it  works  with  superfast  pulses,  the  signal 
acts  like  radar,  continually  pinging  its  target.  But  this  radar 
can  penetrate  walls,  soil  and  even  clothes.  UWB  is  sometimes 
used  to  spot  buried  objects  or  measure  levels  of  liquids  stored 
in  tanks.  Over  short  distances,  UWB  can  hit  speeds  of  100 
megabits  per  second,  ten  times  faster  than  cable  modems. 

UWB  has  been  held  up  by  the  FCC  over  fears  that  it  may 
interfere  with  fixed-frequency  technologies.  In  recent 
months  a  laundry  list  of  heavyweights  including  AT&T  Wire- 
less, Cisco,  Sprint  and  Boeing  have  all  filed  protests,  claiming 
that  UWB  would  disrupt  cellular  networks,  global  position- 
ing systems  and  satellite  transmissions.  AT&T  Wireless  ar- 


gued that  UWB  should  not 
widely  deployed  "until  mc 
is  known  about  the  harm  t| 
technology  could  cause  to  e 
isting  services." 

Nonsense,  says  Dewayj 
Hendricks,  an  FCC  adviser  a] 
principal  of  the  Dand 
Group,  which  wants  to  prQ 
naysayers  wrong  by  buildinj 
high-speed  Internet  accfl 
network  on,  of  all  places,  tj 
Pacific  island  of  Tonga.  "U« 
is  well  below  the  noise  floor,, 
it  can't  cause  interference 
says  Hendricks. 

The  leading  patent  hole 
for  UWB  is  Lawrence  Fullfl 
ton  of  Time  Domain,  a  p 
vately  held  firm  in  Huntsvil 
Ala.  To  him,  the  worrywal 
have  it  wrong.  Noise  frO 
millions  of  blenders  and  hi 
dryers  is  a  far  worse  proble: 
He  thinks  UWB  will  roll  a 
this  year  and  that  within 
couple  of  years  it  will  be  used  for  home  multimedia  n< 
works  and  personal  or  automobile  radar.  "If  I  could  regul; 
blender  noise,  I  could  send  a  radio  transmission  100  mile 
he  says.  There  are  dozens  of  other  new  outfits  hoping  to  ca 
in  on  the  potential  bonanza,  including  Palo  Alto-based  Fa 
tasma  Networks,  a  spinoff  of  Interval  Research,  the  defur 
think  tank  of  Microsoft  cofounder  Paul  Allen. 

Charles  Heger  of  Zircom  Corp.  in  Campbell,  Calif,  pla 
to  market  a  concrete-penetrating  UWB  radar  so  people  c 
safely  drill  and  cut  without  hitting  into  the  rebars  embe 
ded  in  the  concrete.  He  is  somewhat  optimistic  about  F< 
approval.  "The  nonmilitary  GPS  system  is  delicate.  I  thil 
they  are  forced  to  be  extra  cautious  with  testing,"  says  Heg 
The  new  Republican  Administration  may  cave  in  to  t 
interests  of  large  telcos.  The  good  news  for  UWB  fans  is  tl 
new  FCC  Chairman  Michael  Powell  always  voted  in  favor 
UWB  when  he  was  a  commissioner.  The  more  I  learn  abc 
this  technology,  the  more  I  believe  it  should  be  on  an  F 
fast  track  toward  approval.  We'll  see. 


Ultra-wide-band 
radio  promises  so 
many  benefits— 
from  cheap  wire- 
less networks  to 
the  ability  to  see 
through  clothing. 


John  C.  Dvorak,  columnist  and  author,  is  host  of  Silicon  Spin,  a  daily  TV  show  on  ZDTV. 

Find  past  columns  at  www.forbes.com/dvorak  or  use  your  :CueCat  device  on  the  ate  code  (right) 

to  take  you  there  instantly. 
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N  ERA  OF  GREAT  EXPECTATIONS 


T  T  ith  the  recent  inauguration  of  President  Vicente  Fox,  Mexico 
y  is  on  the  threshold  of  a  new  political  reality.  After  71  years  of 
terrupted  rule  by  the  PR1,  political  debate  and  opinion  are  begin- 
to  flourish  alongside  the  country's  stunning  economic  achievements, 
i  indicators  that  surpass  the  other  major  markets  in  Latin  America, 
ding  a  GDP  of  7.2%  last  year,  Mexico  has  proved  its  resilience  to 
nal  shocks  and  a  dedication  to  open  market  principles. 


xico's  deepening  trade  ties  with  the 
d  States  through  NAFTA  have  clear- 
ped  power  its  growth,  but  the  ben- 
ire  far  from  one-way.  A  recent  study 
e  Economic  Strategy  institute  in 
lington,  D.C.,  showed  that  substan- 
ce opportunities  emerged  for  both 
ries  during  the  agreement's  first  six 
.  U.S.  exports  to  Mexico  grew  an 
ge  of  13.1  %  annually,  a  much  higher 
han  to  other  countries,  while  Mexi- 
[jexports  to  the  U.S.  grew  18.6% 

lly.  Along  the  way,  Mexico  has 
me  the  fourth-largest  supplier  of  oil 
3  U.S.,  and  replaced  Japan  as  the 

second-largest  trading  partner, 
ecognition  of  a  bond  that  runs  far 

rthan  trade,  President  George  W. 
chose  Mexico  as  his  first  interna- 

stop.  During  the  visit  the  leaders 
3d  formal  talks  on  issues  that  divide 
countries,  such  as  immigration  and 
disputes.  They  also  displayed  unity 
sues  of  mutual  benefits,  such  as 


devising  a  common  energy  policy  and 
finding  ways  to  reduce  the  economic  and 
educational  disparities  between  the  U.S. 
and  Mexico. 

In  just  a  few  months,  the  Fox  admin- 
istration has  raised  extraordinary  expec- 
tations for  the  future.  Guided  by  the 
administration's  commitment  to  eco- 
nomic development  and  an  ambitious 
agenda  of  reform  and  modernization, 
Mexico  has  never  been  better  equipped 
to  fulfill  this  promise. 

STATE  OF  NUEVO  LEON 
Mexico's  industrial  Heartland 

The  state  of  Nuevo  Leon  began  nur- 
turing its  entrepreneurial  spirit  more  than 
a  century  ago.  Since  then,  many  world- 
class  companies  have  built  a  home  here, 
making  Nuevo  Leon  the  industrial  leader 
of  Mexico.  Many  consider  Monterrey,  its 
capital,  to  be  the  number  one  city  in  Latin 
America  to  do  business.  Located  in 
northeastern  Mexico  and  bordering  the 


by  Lynn  Morrissey 

U.S.,  it  has  emerged  as  a  strategic  set- 
ting for  manufacturing  as  well  as  a  hub 
for  exports. 

Nuevo  Leon's  leadership  role  is  no  acci- 
dent. Through  steady  improvements,  the 
conditions  needed  for  business  to  flour- 
ish have  been  achieved  —  in  infrastruc- 
ture, education  and  quality  of  life.  The 
region  boasts  efficient  transportation  net- 
works, modern  highways,  well-priced  and 
high-quality  housing  for  workers,  as  well 
as  thoroughly  modern  telecommunica- 
tions and  utilities.  Most  recently,  the  state 
built  the  Colombia  International  Bridge  to 
the  U.S.,  which  offers  an  8-minute  aver- 
age time  for  clearing  customs  and  has  a 
capacity  of  1 2,000  trucks  per  day.  In  addi- 
tion to  being  a  commercial  hub,  Nuevo 
Leon  is  an  educational  one.  Monterrey 
alone  has  232  technical  schools  and  two 
technological  universities,  including  the 
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prestigious  Monterrey  Institute  of  Tech- 
nology (the  M.l.T.  of  Latin  America).  In 
addition,  the  state  has  been  one  of  the 
pioneers  in  Mexico  of  "the  virtual  univer- 
sity," and  has  developed  digital  links  with 
major  universities  around  the  world. 

In  Nuevo  Leon,  the  dividends  of  eco- 
nomic growth  are  remarkable.  The  state 
attracted  10.5%  of  all  foreign  direct 


investment  in  Mexico  from  1 994  to  1 999. 
As  a  result,  some  of  the  world's  leading 
companies  are  established  here,  such  as 
FEMSA  and  Cemex,  in  industries  ranging 
from  bottling  to  cement  production. 
Nuevo  Leon  is  a  powerful  generator  of 
wealth  and  goods  for  the  nation's  econo- 
my. With  less  than  4%  of  Mexico's  popu- 
lation, Nuevo  Leon  contributes  8.1%  of 


Coahuila,  Mexico 

A  profitable  investment 


Why  many  leading 
companies  have  # 
chosen  Coahuila.. 


Strategic  location 
Economic  strength 
Stable  labor  environment 
Skilled  workforce 
Excellent  infrastructure 


Coahuila  is 
the  right 
choice  when 
doing 

business  in 
Mexico. 


For  more  information  contact: 
Coahuila  Secretariat  of  Planning  and  Development 

Toll  Free:  (1-877)  257-1784,  Fax:  Ext.  227 

Internet:  http://www.seplade-coahuila.gob.mx  •  E-mail:  promocion@seplade-coahuila.gob.mx 


GDP.  Businesses  located  here  accoui 
75%  of  the  national  production  of  g 
50%  of  beer  and  ceramics,  60%  of 
thetic  fibers,  25%  of  steel,  and  6 
home  appliances.  In  addition,  a  full 
of  Mexico's  banking  activity  is  guide 
Monterrey-based  financial  institution 

STATE  OF  COAHUILA 
A  Diversified  Economy 

The  northeastern  state  of  Coal 
which  borders  the  U.S.,  is  an  intric 
mix  of  old-style  charm,  modern  sen 
and  major  industries.  Nestled  in  a  v 
surrounded  by  the  Sierra  Madre  it) 
tains  lies  its  capital,  Saltillo,  when 
well-preserved  historical  architecture 
sites  contrast  with  the  bustling  indu; 
parks  beyond  the  city. 

Relying  on  an  economy  that  ra 
from  ranching  and  agriculture  to 
plants  and  aerospace,  Coahuila  is  a 
perous  state,  contributing  3.1 1  %  ti 
national  GDP.  Given  its  vast  wealth  of 
eral  resources,  mining  is  one  of  the  s 
most  important  activities  and  ranks 
at  the  national  level.  As  such,  Coahuil: 
given  tremendous  impetus  to  Mex 
iron  and  steel  sectors  and  accounl 
36%  of  steel  production. 

More  recently,  Coahuila  has  stre) 
economic  diversification,  particularly 
industrial  sectors.  These  efforts  are  pi 
off.  In  the  last  few  years,  the  autom 
industry  has  begun  to  flourish,  attra 
some  $4  billion  in  investment.  Major 
motive  companies  —  including  Ge 
Motors  and  Chrysler  —  have  been  d 
to  Coahuila,  paving  the  way  for  inl 
ments  in  the  production  of  auto  part: 
supplies.  The  aerospace  industry,  t« 
building  a  presence  in  Coahuila,  with 
major  companies  already  establish 
the  state.  In  addition,  a  number  of  as 
bly  plants  are  closing  elsewhere  in 
America  and  relocating  to  Coahuila. 

Both  the  aerospace  and  autom 


I 
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;tries  are  expected  to  gain  momen- 
as  investors  seek  out  Coahuila's 
y  trained,  productive  workforce.  This 
fcy  has  won  the  state  national  recog- 
w.  Coahuila  scored  4th  place  in  a 
oetitiveness  ranking,  rising  from  7th 
!  in  1995.  Moreover,  the  government 
mating  greater  confidence  in  the  pre- 
bility  of  business  policies  through  a 
ully  crafted  plan  to  promote  invest- 
ts  and  streamline  procedures.  In 
ion,  the  state's  excellent  infrastruc- 
—  including  four  international  air- 
L  more  than  5,000  miles  of  roads  and 

0  miles  of  railroads  —  guarantees 
ent  movement  of  goods. 

kso  pes 

Wireless  Future  Today 

day,  telecommunications  play  a 
sgic  role  in  growth  and  competitive- 

1  and  wireless  technologies  are  lead- 
le  way.  With  the  first  100%  digital 


network  in  the  country,  Pegaso  PCS  has  U.S.,  and  fixed  wireless  local  loop, 

rapidly  become  a  major  provider  for  voice  In  search  of  new  methods  of  serving  its 

and  data  applications  in  Mexico.  Offering  business    clients,    Pegaso  recently 

service  in  the  country's  most  important  announced  a  series  of  cutting-edge  appli- 

cities,  Pegaso  serves  more  than  20%  of  cations    designed    in    alliance  with 

the  growing  market  and  plans  to  offer  Microsoft,  Ericsson  and  Qualcomm. 

nationwide  service  by  the  end  of  2001 .  Aimed  at  the  corporate  market  with  its 

Formed  in  1998  by  Alejandro  Burrillo  unique  communications  needs,  these 

Azcarraga,  Pegaso  PCS  has  rapidly  posi-  value-added  solutions  include  electronic 

tioned  itself  as  an  innovative  newcomer  mail  through  voice  commands,  intranet 

offering  top  quality  telecom  services  with  online  services  and  worldwide  access  to 

new  standards  of  excellence.  Forever  a  series  of  tailor-made  applications. 

"With  the  first  100%  digital  network  in  the  country, 
Pegaso  PCS  has  rapidly  become  a  major  provider 
for  voice  and  data  applications  in  Mexico." 

changing  the  way  in  which  mobile  com-  During  the  last  few  years,  the  mobile 

munications  are  offered,  Pegaso  was  the  market  has  grown  at  more  than  90% 

first  to  provide  billing  per  second,  the  annually,  and  the  number  of  wireless 

"phone  in  a  box"  concept,  mobile  Internet  phones  surpassed  fixed  lines  at  the  end 

access,  advanced  customized  data  appli-  of  last  year.  At  this  juncture,  Pegaso's 

cations,  seamless  roaming  throughout  the  wireless  digital  technology  and  innovative 


ft  j^-  Es  la  entidad  federativa  con  la  economi'a 
mas  graftde  de  Mexico. 

j»  Si  fuera  un  pars  independiente, 
ocuparja  el  octavo  lugar  en  America 
Latina  por  el  peso- de  su  produccion. 

|^^Entre/f9j93  y  2000,  ha  sostenido  tasas  - 
de  cnecimicHto  del  P.I.B.  superiores  al 
promedio  nacional. 

j     Se  caracteriza  por  un  ambiente  de  paz 
laborai:  con  sus  57  mil  contratos  colectivos  de 
--Jrabajo,  no  registra  huelgas. 

TU  inversion  en 
l^&il^Jli  Buen  Estado 


Secretana  de  PesarroIIo  Economico 

«  Av.  Lerdo  Pte.  No.  300,  2°  piso,  puerta  339,  Toluca, 
Estado  de  Mexico,  CP.  5000 

Tel.  52  (7)  226  29  40   Fax.  52  (7)  213  21  34 
nail  gemsdeco@mail.edomex.gob.mx  •  sedecol  @mail.edomex.gol 
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Mexico's 
telephony 


spirit  have  enabled  Mexico's  telecommu- 
nications to  leapfrog  from  underdevelop- 
ment to  a  state-of-the-art  infrastructure. 

TELMEX 

The  Vanguard  of  Telecommunications 

Telmex  is  Mexico's  leading  telecom- 
munications company  with  more  than  12 
million  lines  in  operation  and  nationwide 
coverage  that  reaches  98.6%  of  the  pop- 
ulation in  more  than  100,000  towns  and 
cities.  It  operates  the  largest  local  and 
long  distance  networks  in  Mexico,  offer- 
ing services  across  a  67,000  kilometer 
fiber-optic  network.  Since  its  privatization 
in  1990,  Telmex  has  invested  more  than 
$24  billion  in  modernization  and  growth. 
The  result  is  one  of  the  most  technologi- 
cally advanced  infrastructures  in  the 
world,  with  the  highest  standards  for  qual- 
ity and  efficiency. 

In  December  2000,  Telmex  received 
Mexico's  National  Technology  Prize.  The 
honor  recognized  Telmex's  creative  use  of 
the  latest  technologies,  as  well  as  its 
improvements  in  products,  services  and 
production  processes  on  behalf  of  clients. 
The  company  is  able  to  provide  customers 
with  advanced  services  such  as  multime- 
dia networks  for  video,  audio  and  data, 
access  to  the  Internet,  and  integrated  busi- 
ness solutions.  Telmex  competes  with  the 
principal  telecommunications  companies 
around  the  world,  and  since  January  1, 
1997,  has  offered  its  competitors  the 
opportunity  for  efficient  interconnection. 

Guided  by  a  desire  to  more  quickly  and 
efficiently  capitalize  on  emerging  oppor- 
tunities, make  investments  and  meet 
future  challenges,  Telmex  decided  to 
create  a  new  company  as  a  spin-off  of  its 
cellular  business  and  international  invest- 
ments. The  spin-off,  America  Movil,  will 
strengthen  Telmex's  operating  efficiency 
and  financial  position. 

Telmex  finds  itself  at  an  important  tran- 
sition period  in  which  connectivity,  con- 


tent, data  services  and  electronic  c 
merce  collectively  form  a  new  challei 
The  company's  answer  is  to  develop  < 
range  of  products  and  services 
respond  to  the  specific  needs  of  its  cli 
and  the  general  growth  of  the  mar 
Likewise,  Telmex  is  committed 
Mexico's  development  and  its  own  j 
tioning  in  the  digital  age.  It  recently  sic 
an  agreement  with  other  telecommd 
tions  companies  operating  in  the  coij 
that  will  help  foster  a  healthy  compel) 
environment  with  benefits  to  the  indu 
as  well  as  customers.  At  the  same  t| 
Telmex  is  continuing  to  build  a  strong| 
highly  qualified  labor  force  by  providing 
employees  with  continuous  trainirj 
new  technologies. 

As  a  result  of  these  varied  initial! 
Telmex  is  positioned  to  remain  at  the  1 
front  of  global  telecommunications.  \ 
its  solid  financial  position,  the  comrj 
can  continue  to  invest  in  technoloj 
enhancements  and  expand  its  marH 
Telmex  can  thus  deliver  clients  a  tecf) 
ogy  platform  that  responds  to  their  nj 
for  connectivity,  speed  and  ubiquity,, 


it  Yourself  in  Line 
ith  the  Future. 


competitivity,  efficiency, 
demanding  markets, 
the  need  for  immediate  answers. 

Clients  can't  wait. 

This  is  today's  scenario 
of  your  business. 

Put  it  in  line  with  the  xxi  century. 

Telmex  offers  the  most  advanced 
nology  in  communications  systems, 
ith  voice,  data,  and  video  solutions, 
the  most  complete  coverage 
and  the  best  services, 
with  maximum  security 
and  quality,  to  optimize 


THE  PRODUCTIVE  PROCESSES 
WHILE  DOING  BUSINESS  IN  MEXICO. 


1  877  TELAAEX1  (1  877  835  6391)  AND  FIND  OUT  WHY. 

<  IS  THE  PIONEER  IN  THE  TECHNOLOGICAL  TRANSFORMATION  OF  MEXICO. 
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ating  the  next  generation  of  products  and 
services  that  propel  both  individuals  and 
businesses  forward  in  Mexico's  economy. 

STATE  OF  MEXICO 

A  Cornerstone  of  the  Mexican  Economy 

Located  at  the  center  of  the  Mexican 
Republic  and  surrounding  the  nation's  cap- 
ital with  its  population  of  13.1  million,  the 


State  of  Mexico  constitutes  a  basic  seg-  making  it  the  largest  state  economy  ir 
ment  of  the  country's  economic  activity,    of  Mexico  —  it  provides  the  econoi 

"The  State  of  Mexico  is  home  to  some  360,000  coi 
panies  supplying  goods  and  services,  or  11  out 
every  100  at  the  national  level." 


Not  only  does  the  State  of  Mexico  con- 
tribute nearly  1 1  %  of  the  total  GDP  — 


Monterrey 

Nuevo  Leon  a  world  class  location 


t  place  to 
and  enjoy  busines 

•Automotive  Industry 
•Electronics,  telecommunications 
•Software 
•Biotechnology 
•Metal-mechanics 
I      •Home  Appliances 
I  •Plastics 


These  Industries  are  already  here 

We  are  waiting  for  you! 


engine  that  powers  the  country  a 
whole.  Since  the  start  of  NAFTA, 
State  of  Mexico  has  received  the  equl 
lent  of  $5.3  billion  in  direct  foreign  invi 
ment  —  funds  that  have  spurred  unpq 
leled  business  growth.  Currently, 
State  is  home  to  some  360,000  corrj 
nies  supplying  goods  and  services,  oij 
out  of  every  100  at  the  national  level, 
its  own,  it  ranks  as  one  of  the  top  di 
sumer  markets  in  all  of  Latin  America| 

With  its  dynamic  business  envit] 
ment,  the  State  of  Mexico  offers  feij 
ground  for  new  companies  and  a  rod 
location  for  productive  investment  op| 
tunities.  In  manufacturing,  it  is  the  natj 
al  leader  in  such  fields  as  automot 
electronic  equipment,  cement,  plast) 
chemicals  and  textiles.  Yet  it  is  also 
nation's  top  flower  producer,  as  well 
one  of  the  top  three  producers  of  ha| 
crafts.  The  skilled  workforce  is  on 
with  any  of  the  top  industrial  areas  in 
world,  and  there  is  a  thriving  entrei 
neurial  spirit  here  that  values  product! 
and  competition. 

The  administration  of  Governor  An 
Montiel  is  actively  committed  to  attrac 
the  investments  necessary  to  fosterd 
nomic  activity  and  generate  employml 
Yet  Montiel  is  equally  dedicated  to  cr 
ing  a  peaceful  environment  with  a  vi 
toward  better  living  conditions  for  the  f 
ulation.  From  the  legendary  Monarch 
terfly  sanctuaries  to  the  Pyramids  of  Ts 
huacan,  the  State  of  Mexico  is  home 
number  of  major  tourist  destinations! 
modern  infrastructure  and  dynamic  eij 
omy  give  rise  to  unsurpassed  opport 
ties  for  productive  investment.  ■ 


MONEY& INVESTING 


Timber! 

Looking  for  an  investment  that  grows  in  a  topsy-turvy  market?  Try  uncut  wood. 


BY  JAMES  M.  CLASH 

MONEY  GROWS  ON  TREES,  SLOWLY. 
Since  1960,  standing  timber  has 
returned  an  annual  9%  over  and 
above  inflation,  says  a  study  by  the  Yale 
School  of  Forestry.  That's  a  percentage 
point  ahead  of  the  S&P  500's  real  re- 
turn— and  only  34%  of  timber's  price 
fluctuations  can  be  attributed  to  broad 
market  index's  gyrations.  Meaning  when 
the  S&P  plunges,  timber  doesn't  tend  to 
topple  with  it. 

During  the  worst  three  market 
downturns  of  the  20th  century 
(1911-20,  1929-41,  1966-81),  directly 
owned  timber  acreage  outdid  the  S&P 
easily  (see  chart).  During  the  second  of 
these  periods,  the  real  price  of  stocks 
fell  71%,  while  timber  was  up  233%. 

There's  another  nice  thing  about 
wood.  Not  only  is  your  long-term  capi- 

JteadVIarkeLBull  


tal  gain  taxed  at  the  favorable  20%  rate, 
so  is  the  current  income,  if  any,  in  the 
form  of  fees  paid  by  loggers  to  take 
some  of  the  trees.  (This  assumes  you 
have  held  the  land  for  at  least  a  year.) 

Two  catches  here,  however.  They  di- 
minish but  do  not  demolish  the  case  for 
owning  forests  as  a  supplement  to  the 
stocks  in  your  portfolio. 

The  first  problem  is  that  timber 
stands,  like  any  real  estate,  are  illiquid. 
You  can't  get  in  and  out  quickly,  not 
without  taking  a  severe  beating  on  the 
prices  you  pay  and  the  prices  you  real- 
ize on  sale.  The  second  problem  is  that 
management  costs  are  steep.  In  a  typi- 
cal private  partnership  that  holds  a  di- 
versified collection  of  timber  tracts,  the 
manager  skims  off  0.8%  to  1.2%  of  the 
asset  value  annually  and  also  claims 
15%  of  the  profits. 


In  the  last  three  bear  markets  standing  timber  has 
walloped  the  S&P  500.  From  1929  to  1941,  for  ex- 
ample, timber  returned  233%,  adjusted  for  inflation, 
while  the  real  price  of  stocks  fell  71%. 


20    Ratio  scale 
1910  =  1 


Real  stumpage  price 


1910  1915 


1920 


1928 


1935 


1941 


0.5 
0.4 
0.3 

1965 


Sources.  GMO:  U.S.  Forest  Ser- 
vice: Standard  &  Poor  's. 


HE 


1975 


1981 


Let's  look  at  how 
those  numbers  play  out 
in  a  hypothetical  repeat 
of  the  long-term  re- 
turns on  stocks  and  on 
timber.  Investor  A  owns 
an  S&P  500  index  fund 
with  an  8%  real  return 
and  a  0.2%  expense 
ratio.  Before  taxes,  he's 
going  to  net  a  real  re- 
turn of  7.8%.  Investor 
B  goes  into  a  timber 
partnership  for  15 
years,  during  which 
time  inflation  averages 
3%.  The  growing  tim- 
ber appreciates  at  9%  in 
real  terms,  the  general 
partner  takes  1%  a  year 
and  also  takes  15%  of 
the  capital  gain  at  the  end.  Real  reuj 
that  is  left  for  the  limited  partner:  7°/ 

Could  you  omit  the  partners! 
and  buy  your  own  acreage  directly? } 
could  try,  if  you  have  a  big  bank 
count.  You'd  want  to  own  a  do; 
tracts,  because  any  one  of  them  coi 
be  wiped  out  by  fire,  insects  or  so 
government  decree.  To  buy  a  parcel 
to  negotiate  a  logging  contract  y 
would  need  a  timber  spotter.  (The 
return  cited  above  is  after  this  kind 
operating  cost  but  before  portfc 
management  fees.) 

This  is  a  tricky  business.  One  sts 
of  Douglas  fir  could  be  worth  $10,< 
an  acre  and  a  nearby  one,  less  accessi 
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d  with  skinnier  trunks,  not  worth 
:n  half  that. 

The  easiest  way  to  own  timber  is 
ough  publicly  traded  companies  like 
;yerhaeuser  and  International  Paper 
e  table).  The  downside:  Their  for- 
ces are  linked  to  the  current  econ- 
ly's.  Yes,  they  own  vast  woodland 
jrts,  but  stumpage  is  only  part  of 
;ir  valuation.  They  are  more  focused 

pulp  and  processing  services.  If 
me  construction  diminishes,  so  do 
l  forest-products-company  earnings, 
cording  to  Lehman  Brothers  analyst 

er  Ruschmeier,  these  stocks  outper- 
m  the  S&P  500  by  a  third  in  bull  mar- 
:s  and  underperform  by  a  sixth  in 


The  Greening  of  Wall  Street 


Forest-product  stocks  are  typically  down  in  this  bear  market  because 
they're  linked  to  the  construction  industry.  In  bull  markets  they  do  well. 


PRICE 

Market 

P/E 

Return 

5  2- wpp  k 

value 

(latest 

(10-year 

Company 

recent 

high 

(Smih 

12  niosi 

annualized} 

Boise  Cascade 

^91  99 

$1,790 

11 

3.7% 

Georgia-Pacific  (Umber) 

in  in 

19  ^n 

2,429 

16 

NA 

Hancock  Holding 

?R  Rfi 

41  RR 

430 

11 

NA 

International  Paper 

35.45 

45.94 

i  7  ncc 
l/,ubb 

MM 

NM 

O  7 

C.I 

Mead 

25.59 

38.13 

2,530 

15 

8.4 

Plum  Creek  Umber 

24.63 

29.81 

1,705 

13 

20.3 

Potlatch 

31.30 

44.50 

889 

NM 

3.8 

Temple-Inland 

45.17 

57.50 

2,221 

11 

4.2 

Weyerhaeuser 

50.94 

64.75 

10,841 

12 

11.2 

Willamette 

46.45 

50.50 

5,082 

15 

16.6 

Prices  as  of  Mar.  14.  NA:  Not  applicable.  NM:  Not  meaningful. 

Sources:  Market  Guide  and  Interactive  Data  Corp.  via  FactSet  Research  Systems. 


bear  markets. 

Purer  plays  on  our  list 
are  Plum  Creek  and  Geor- 
gia-Pacific (Timber),  also 
known  as  The  Timber  Co. 
Plum  Creek,  a  real  estate  in- 
vestment trust,  has,  since  its 
1989  public  offering,  racked 
up  a  21%  annual  return, 
beating  the  S&P  by  three 
points.  Timber  Co.,  con- 
trolled by  giant  Georgia-Pa- 
cific, has  delivered  an  annual 
12%  return  since  it  began 
trading  three  years  ago,  two 
points  better  than  the  S&P.  If 
Timber  completes  its  pend- 
ing merger  with  Plum 
Creek,  the  combined  entity 
will  own  7.9  million  acres  of  U.S. 
forestland. 

Should  you  have  $  1  million  to  in- 
vest, consider  the  Grantham  Mayo  Van 
Otterloo's  Renewable  Resources  part- 
nerships. Eva  Greger,  a  36-year-old 
Harvard-educated  economist,  has  been 
running  these  investment  pools  since 
their  inception  in  1998.  She  boasts  an 
average  annual  10%  return  (after  fees), 
with  $100  million  invested  in  a  half- 
million  acres  across  stumpage  in  Aus- 
tralia, New  Zealand,  Brazil  and  the  U.S. 
Before  her  job  at  Grantham  Mayo  in 
Boston,  she  was  a  timber  buyer  at  UBS 
Asset  Management  for  1 2  years. 

"Foresters  can  really  get  attached  to 


their  forests,"  says  Greger,  an  amateur 
rock  climber.  "I'm  not  a  forester,  so  I'm 
often  the  one  who  brings  everyone's  at- 
tention back  to  the  bottom  line." 

That  said,  Greger  knows  the  frag- 
mented timber  market  well.  She  espe- 
cially likes  trees  at  least  five  years  from 
harvest;  fewer  of  the  big  forest  compa- 
nies and  sawmills  compete  to  buy  land 
they  must  hold  untouched  for  that 
long.  She  recently  bought  a  960-acre 
parcel  of  Douglas  fir  in  Washington  at 
$2,240  an  acre.  It  holds  2.8  million 
board  feet  of  harvestable  timber  now, 
but  this  should  grow  to  6.9  million  by 
2010.  At  that  point  sale  of  the  standing 
timber  to  a  logging  contractor  for  a 
complete  clear  cut  might  go  for  50 
cents  a  board  foot,  assuming  3%  infla- 
tion. Greger  plans  to  replant  the  acreage 
with  Douglas  fir  seedlings  once  the  har- 
vest is  completed. 

There  is  no  load  to  get  into  Greger's 
fund,  and  the  windup  date  is  2010. 
Other  operators  of  timber  funds  are 
John  Hancock,  UBS  Warburg  and 
Xylem  Investments.  They  are  all  expen- 
sive— in  annual  fees,  in  profit  sharing  as 
properties  are  liquidated  and  in  mini- 
mum-investment sizes. 

Owning  trees  demands  a  certain 
frame  of  mind.  It  makes  sense  if  you  are 
pessimistic  about  inflation,  if  you  want 
to  diversify  away  from  stocks,  and  if 
you  think  the  globe  will  get  more 
crowded.  F 
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Scrap  Metal 

Tech  will  come  back  someday,  right?  Forget  the  stocks,  buy 
convertibles— busted  convertibles— and  get  paid  to  wait. 


BY  CHRISTOPHER  HELMAN 

HOW  COULD  AN  INVEST- 
ment  vehicle  be  most  effec- 
tive when  it's  broken? 
That's  now  the  case  with  so- 
called  busted  convertible  bonds. 
The  big  pileup  on  the  Silicon 
Valley  superhighway  has 
knocked  once-gleaming  tech 
stocks  into  the  ditch.  But  if 
you're  confident  that  a  stock  will 
eventually  get  going  again,  buy 
its  convert  and  enjoy  a  fat  yield 
while  you're  waiting. 

Convertibles  pay  semiannual 
interest  like  bonds  and  can  be 
switched  into  a  set  number  of 
shares  at  any  time  before  maturity. 
Yet  for  busted  converts,  the  stock 
has  sunk  so  low  that  it  would  be 
insane  to  make  that  jump  today. 

Warning:  You're  traveling  a 
rocky  road  here.  The  companies 
often  are  losing  money  and 
could  end  up  in  Chapter  11. 
Convert  holders  rank  behind 
other  bond  investors  but  ahead 
of  shareholders  in  any  bankruptcy 
proceeding's  asset  division. 

Assuming  that  all  will  be  well,  let's 
examine  the  math  of  busted  converts, 
using  At  Home,  the  cable  TV-Internet 
service  whose  stock  has  fallen  from  $39 


a  year  ago  to  $4.38.  The  4.75%  bond 
due  in  2006,  issued  in  March  2000  and 
now  trading  at  $596,  can  be  swapped 
for  17.7  shares  of  At  Home  common.  If 
you  bought  the  bond  now,  it  could  be 
morphed  into  common  worth  just 


Best  of  the  Tech-Wrecked  Convertibles  

These  bonds  can  be  picked  up  for  cheap  and,  if  the  stock  value  rebounds,  would  pay 
off  handsomely  once  switched  to  equity.  Meanwhile,  the  bond  yields  are  lush. 


Company/issue 

Recent 
price 

Yield  to 
maturity 

Conversion 
premium 

Years  to 
pay  back 

Aether  Systems/6%  of  2005 

$520 

26% 

656% 

7.5 

AtHonte/4.75%of2006 

596 

16 

670 

11.0 

Exodus  Communications/4  75%  of  2008 

553 

15 

91 

5.5 

Global  Crossing/6.75%  of  2012 

1491 

14 

89 

4.2 

Juniper  Networks/4.75%  of  2007 

800 

9 

129 

9.5 

LSI  Logic/4%  of  2005 

825 

10 

190 

13.5 

Network  Associates/0%  of  2018 

366 

17 2 

416 

NA 

Preferred  stock  with  par  value  of  S250.  "Yield  to  put.  NA:  Not  applicable.  Source:  Convertbond.com. 

$77.50 — a  losing  proposition.  J\ 
yawning  difference  between  the  two 
called  the  conversion  premium:  T\ 
equity  value  would  have  to  expan 
670%  to  bridge  the  gap.  Generally, 
convert  is  considered  busted  if  its  e< 
uity  value  is  half  its  current  bond  pric 
The  more  busted  a  conve 
is,  the  more  it  trades  like 
pure  fixed-income  inves 
ment,  which  is  valued  on  tt| 
likelihood  of  repayment  arj 
the  yields  available  on  oth 
bonds,  like  Treasurys. 

Looked  at  as  a  pu 
fixed-income  investmer 
the  At  Home  convert  is 
2  I  junk  bond  with  a  16%  yia 
to  maturity.  Anand  Iyer,  q 
rector  of  convertibles  r 
search  for  Morgan  Stanl 
Dean  Witter,  whose  top  co) 
vert  pick  is  At  Home's  0.521 
coupon  bond  due  2018, 
encouraged  that  AT&T  Chai 
man  Michael  Armstrong  w 
likely  head  Ma  Bell's  broa 
band  unit  once  the  pho 
giant  splits  apart.  AT&T  ovn 
38%  of  At  Home,  and  Iy, 
believes  Armstrong  will 
able  to  focus  more  attentii 
and  resources  on  this  siblin 
which  lost  a  stunning  $/ 
billion  last  year  on  $616  million  in  sail 
One  positive  note:  At  Home  reven 
nearly  doubled  in  2000. 

Declining  interest  rates  have  ma 
busted  converts,  as  a  class,  a  terrific  p« 
former  thus  far  this  year.  According 
Morgan  Stanley,  they're  up  14%,  vers 
a  5.85%  loss  for  the  rest  of  the  conv* 
universe.  There's  certainly  an  abui 
dance  to  choose  from.  A  third  of  t 
$200  billion  (face  value)  convert  marl 
is  in  busted  territory.  "People  are  real 
ing  that  there's  some  real  value  her 
says  Catharina  Kusuma,  UBS  Warbur 
head  of  convert  research. 

Another  pick  from  Morgan's  Iyei 
Aether  Systems'  6%  issue  due  2005.  T 
bond's  $520  price  gives  it  a  dismayi 
656%  conversion  premium  but  also 
26%  yield  to  maturity.  The  compa 
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makes  software  that  runs  applica- 
tions for  wireless  devices  from  the 
likes  of  Handspring,  Palm  and  Re- 
search In  Motion.  Aether  lost  $360 
million  last  year  on  $60  million  in 
sales.  Thankfully,  it  still  has  $850 
million  in  cash  and  should  easily  be 
able  to  cover  its  $20  million  yearly 
interest  tab. 

Another  favorite  of  both  Merrill 
Lynch  convertible  analyst  Anne  Cox 
and  Iyer's  is  an  Exodus  Communica- 
tions 4.75%  issue  due  2008.  Exodus  is 
one  of  the  world's  largest  Web  site 
hosts.  The  company  lost  $250  million 
last  year,  but  it  has  $1.5  billion  in  cash 
and  a  solid  leadership  position.  The 
convert  offers  a  15%  yield  to  matu- 
rity. Its  relatively  more  modest  91% 
conversion  premium  means  it  is 
more  sensitive  to  the  share  price,  at 
least  on  the  upside.  Merrill's  Cox  cal- 
culates that  if  Exodus  common 
shares  fell  25%  over  the  next  year,  the 
bond  price  would  remain  flat.  Yet  if 
shares  (which  are  off  90%  since 
March  2000)  advanced  25%,  the 
bond  would  likely  keep  better  pace — 
with  a  gain  of  17%. 

To  UBS  Warburg's  Kusuma,  the 
best  bet  is  Network  Associates'  zero 
coupon  convert  due  2018.  The  sweet 
part  is  you  don't  have  to  stick 
around  until  that  far-off  maturity 
date  to  get  your  principal  back  from 
Network,  a  top  provider  of  antivirus 
and  security  systems  for  Internet 
companies.  The  bond  is  putable,  or 
redeemable  by  the  holder,  at  its  of- 
fering price  plus  any  accrued  inter- 
est (remember  that  zeroes  don't  pay 
interest  until  maturity)  in  February 
2003.  The  convert  holder  would  get 
$494  then.  At  a  current  price  of 
$366,  this  convert  has  a  yield  to  put 
of  17%. 

Several  execution  and  accounting 
snafus  last  year  sent  the  software  com- 
pany's shares  from  $34  to  $3.  Still, 
with  almost  $700  million  in  cash  it  has 
enough  to  pay  off  the  convert  issue. 
Even  if  the  company's  path  remains 
rough  for  a  couple  of  years,  Network 
has  been  and  should  remain  stable, 
says  Kusuma.  F 


No  Panic  Here 

During  the  gunslinging  growth  years  of  the  1990s,  some 
value  managers  strayed  into  growth  territory.  Not  Harry 
Burn  of  the  venerable  Sound  Shore  Fund.  Investors  who 
stuck  by  him  are  now  thankful  indeed  he  stayed  the  course. 


BY  JAMES  M.  CLASH 

WHEN  THE  CLAMOR  WAS  TO 
own  the  dot-com  darlings  and 
other  high-flying  tech  stocks, 
value  manager  Harry  Burn  III  didn't 
listen.  His  Sound  Shore  Fund  was  up 
just  4.4%  in  1998,  versus  the  S&P  500's 
28.6%;  in  1999  he  gained  a  tiny  0.1% 
while  the  S&P  weighed  in  at  21%.  Sure, 
he  would  own  tech,  but  not  overpriced 
tech.  He  bought  IBM  instead  of  Cisco, 
Compaq  rather  than  Priceline. 

Having  the  courage  of  his  convic- 
tions cost  him  a  bundle  of  assets.  From 
1999  through  the  first  quarter  of  2000 
impatient  fund  customers  yanked  out 
$1  billion,  or  nearly  half  the  fund's  as- 
sets. "They  wanted  to  know  why  we 
didn't  own  the  growth-stock  piece," 
says  Burn.  "They  would  ask,  'What's 
wrong  with  you?'  We  would  try  to  talk 
to  them  about  valuations — say,  that  we 
like  Cisco  a  lot,  think  it's  a  fine  com- 
pany, but  question  whether  it's  a  fine 
investment.  They  still  wondered  if  we 


hadn't  lost  it,  that  maybe  we  were 
anachronism." 

Cisco  is  down  three-quarters  fro 
its  high  and  the  Nasdaq,  64%.  Tl 
Sound  Shore  investors  who  stu< 
around  are  thanking  Burn.  The  fur 
clocked  a  20%  gain  last  year,  when  tl 
S&P  was  off  by  9%,  and  is  down  7 
thus  far  this  year,  with  the  S&P 
-15%.  Meanwhile,  $85  million  in  n4 
cash  has  come  Sound  Shore's  w 
since  the  third  quarter  of  2000.  Ev< 
during  the  mid-March  mini-massac 
when  the  S&P  declined  7%  in  a  we4 
Sound  Shore's  fund  flows  remain 
positive. 

Burn,  57,  and  partner  T.  Gibbs  Ka 
Jr.,  53,  opened  Sound  Shore  Mana£ 
ment  in  1978  as  a  pension  manager  1 
clients  like  Walt  Disney  and  Xerc 
Backstopping  them  are  Willia 
McLanahan  and  John  DeGulis,  3 
year-old  junior  managers  who  ha 
been  with  the  fund  since  1994  a: 
1996,  respectively.  If  they  are  as  patit 
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visit: 

w. forbesadindex.com. 


V 


1.  Acura 

1  -800-TO-ACURA 
www.acura.com 

American  Honda  Motor 
Company 

1-800-33-HONDA 
www.honda.com 

DaimlerChrysler 
www.daimlerchrysler.com 

2.  Infiniti 

1  -800-706-9923 
www.infiniti-usa.com 

Jeep 
www.jeep.com 

3.  Lincoln  Mercury 
Navigator 

www.lincolnvehicles.com 

Automotive  Technology 

4.  Delphi  Automotive 
Systems 

www.delphiauto.com 

Aviation 

5.  Gulfstream 

www.gulfstream.com 

Business  to  Business 

6.  JD  Edwards 

www.jdedwards.com 

7.  Kelly  Services 

1-888-GO-KELLY 
www.kellyservices.com 

8.  Visteon 

www.visteon.com 

Computer/Technology 

9.  Remedy  Corporation 

1  -888-294-5757 
www.  remedy.com 

10.  WRQ  Inc. 

www.wrq.com 

Consumer 
Produc  ts/Services 

11.  Allen-Edmonds 

1-800-235-2348 
www.allenedmonds.com 

12.  Callaway  Golf 
1-800-228-2767 
www.callawaygolf.com 

Expedia.com 
www.Expedia.com 

13.  Shell  Oil  Company 
1-800-376-0200 
www.countonshell.com 

14.  Toyota  Motor  Sales 
USA 

1-800-GO-TOYOTA 
www.toyota.com 

e-business  services 

J  D  Edwards 

www.jdedwards.com 


AIM  Distributors,  Inc. 

1-800-347-1919 
www.aimfunds.com 

American  Century 
Investments 
1-877-44-AMCEN 
www.americancentury.com 

15.  Janus  Investment  Fund 
1-800-525-8983 
www.janus.com 

16.  T.  Rowe  Price  Health 
Sciences  Fund. 
1-800-341-5601  C58740HSF 
www.troweprice.com 

17.  TIAA-CREF 
www.tiaa-cref.rog 

Business  Classified 

18.  Bighitters,  Inc. 

www.sports-casino-betting.com 

19.  Xirtrix  Gaming 
Technologies 
1-888-999-4496 

20.  Chisholm  Travel 
1-800-631-2824 
www.chisholmair.net 

21.  Delaware  Business  Inc. 
www.e-incorporate.com 
1-800-423-2993 

22.  Equilio 
1-800-203-8119 
www.equilio.com 

23.  Publishers  Guild 
1-800-675-6144 

Steven  Sears 
CPA/Attorney 
1-714-544-0622 
www.searsatty.com 

24.  Stock  Jungle.com 
www.stockjungle.com 

25.  Worldwide  Business 
Consultants 
1-800-733-2191 

26.  ARBOC 
1-561-627-7110 

27.  Great  Western 
Business  Services  Inc. 
1  -800-999-SALE 
www.gwbs.com 

28.  Brana  Fine  Art- 
Salvador  Dali  Gallery 
1  -800-275-3254 
www.daligallery.com 

29.  Medical  Hair 
Restoration 
1-888-889-7703 

www.medicalhairrestoration.com 

30.  Modern  Postcard 
1-800-959-8365 
www.modernpostcard.com 

31.  Maaco  Enterprises, 
Inc. 

1-800-296-2226 
www.franchise.macco.com 

32.  Out  of  the  Closet  Thrift 
Stores 

www.outoftheclosetinc.com 


l-bUU-34iS-JB1U 

www.elevatorshoes.com 

34.  Valef  Yachts  Ltd. 
www.valefyachts.com 

35.  Kents  Hill  School 

www.kentshill.org 

36.  Capital  Asset 
Management 

www.assetprotection.com 
1-800-710-0002 


Personal  Investment 
Planning  Guide 

37.  Fidelity 

www.fidelity.com 

38.  Franklin  Templeton 

www.franklintempleton.com 

39.  Mainstay 
www.mainstay.com 

40.  Dreyfus 
www.dreyfus.com 

41.  PNC 
www.pnc.com 

42.  TIAA-CREF 
www.tiaa-cref.rog 

43.  Phoenix  Home  Life 
www.phoenixhomelife.com 

44.  The  Principal 
www.principal.com 

The  Masters  Tournament 

45.  Fidelity 

www.fidelity.com 

46.  Callaway  Golf 

1-800-228-2767 
www.callawaygolf.com 

47.  Flight  Options 
www.flightoptions.com 

48.  Breguet  Watches 
www.breguet.com 

Designs  on  the  Future 

49.  Delphi  Automotive 
Systems 

www.delphiauto.com 

50.  Visteon 
www.visteon.com 

51.  Lincoln  Mercury 
Navigator 

www.lincolnvehicles.com 

52.  Chevy  Tahoe 
www.chevrolet.com 

53.  Chevy  Corvette 
www.chevrolet.com 

54.  Cadillac  Escalade 
www.cadillac.com 

55.  American  Isuzu  Motors 
www.isuzu.com 

Issue  Date:  April  16,  2001 
Offer  Expires:  July  16,  2001 
Web  Visit  Only 
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Title 


Company^ 
Address  


City  

Postal  Code_ 

Country  

Phone  

Fax  


E-mail 
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2 
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7 

8 
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16 
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22 
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24 
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29 

30 

31 
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35 

36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

Type  of  Firm:  (check  one) 

□  Advertising/Marketing/PR 

□  Banking 

□  Engineering/Construction 

□  Government 

□  Manufacturing 

□  Primary/Public  Utilities 

J  Publishing/Printing/Broadcasting 


LI  Software/Computer  Services 

□  Telecommunication  Services 

LI  Travel/Tourism/Leisure  Services 

□  Wholesale/Retail/lmport/Export 

□  Other  Business  Services 
LI  Other  Financial  Services 
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as  all  value  investors  are  sup- 
posed to  be,  the  youngsters  may 
take  over  some  day. 

Burn  and  Kane  opened  their 
fund  in  1985,  putting  the  same 
stocks  in  it  they  held  in  their 
pension  accounts.  Now  they 
have  $2.6  billion  in  pension 
money  and  $1.1  billion  in  the 
fund.  The  federal  authorities 
probably  wouldn't  let  you  put 
adjectives  like  "sound"  or  "safe" 
in  a  fund's  name,  but  they  didn't 
stop  this  pair  from  naming  their 
fund  after  the  Long  Island 
Sound  not  far  from  their  Green- 
wich, Conn,  office.  At  any  rate,  if 
Sound  Shore  subliminally  conjures  up 
stability  and  dependability,  the  associ- 
ation is  not  undeserved.  Over  the  last 
decade  the  fund  has  returned  17%, 
dead  even  with  the  S&P  500,  but  with  a 
beta  of  0.75,  meaning  that  it  tends  to 
lurch  up  or  down  25%  less  far  than  an 
S&P  500  index  fund. 

What's  next  for  the  market?  Even  if 
it  crashes  for  another  year,  Burn  and 
Kane  say  their  sound  stocks  will  appre- 
ciate over  time  and  enrich  patient  in- 
vestors. Still,  they  think  the  bottom  is 
probably  near.  "You're  a  long  way  into 
this  decline,"  says  a  ruddy-faced  Burn. 
"Once  it  gets  the  headlines,  and  on 
CNN,  everybody's  talking  the  market 
down,  which  is  good  news."  He  has 
been  dipping  into  his  cash  position  of 
7.5%  of  assets,  to  add  to  existing  posi- 
tions in  Equifax  and  Duke  Power, 
among  others. 

Sound  Advice  


Sound  Shore's  appetite  is  mainly  for 
medium-size  companies — median 
market  cap:  $13  billion — trading  at  low 
multiples  of  their  earnings,  book  value 
or  cash  flow  (in  the  sense  of  net  income 
plus  depreciation).  "Low"  here  is  rela- 
tive: Divide  a  stock's  forward  P/E  (based 
on  projected  12-month  earnings)  by 
the  market's  projected  multiple  and 
then  compare  that  to  the  historical 
norm  for  this  ratio. 

At  a  recent  $40  insurer  Allstate 
trades  at  a  P/E  of  13,  63%  of  the  S&P 
500's  multiple.  Over  the  last  seven  years, 
however,  Allstate's  multiple  has  aver- 
aged 81%  of  the  market's.  So,  says 
Burn,  Allstate  is  a  relative  bargain.  But 
just  being  a  bargain  isn't  enough.  Burn 
is  looking  for  a  company  business  strat- 
egy that  will  continue  to  drive  the  stock 
price  up;  it  already  has  doubled  from  a 
year  ago.  The  company  has  shrunk  its 


These  stocks,  all  Sound  Shore  favorites,  have  price/earnings  multiples  significantly 
discounted  from  where  they  historically  have  been  in  relation  to  the  S&P  500. 


PRICE 


Company/industry 

recent 

52-week 
high 

current1 

relative 
to  S&P  5002 

Long-term 
relative  to  S&P  5003 

Allstate/insurance 

$40 

$45 

13.0 

63% 

81%4 

Century  Telephone/rural  phone 

27 

40 

16.1 

78 

105 

Electronic  Data  Systems/IT  services 

55 

75 

20.8 

100 

122 

Equifax/credit  card  processor 

30 

37 

16.5 

80 

110 

Republic  Services/waste 

18 

19 

13.2 

64 

905 

U.S.  Bancorp/bank 

21 

28 

11.9 

57 

75 

Prices  as  of  Mar.  16.  'Based  on  12-month  projected  earnings.  2Current  P/E  relative  to  projected  S&P  500  P/E.  'Company's  ten-year  average  P/E 
relative  to  S&P  500  JSeven-year  average.  5Two-year  average.  Sources:  Forbes;  Sound  Shore  Management. 

PRICE/EARNINGS 


sales  force,  made  agents  inci 
pendent  contractors  withe 
benefits  and  pushed  online  sal) 
Allstate  occupies  3.5%  of  Bun 
portfolio  of  50-odd  stocks. 

Electronic  Data  Systems,  si 
ond  only  to  IBM  as  an  info-ta 
services  provider,  is  anotn 
Burn  pick.  The  company's 
P/E,  almost  matching  the  S&lj 
compares  with  the  histori 
norm  of  22%  over  the  marl 
multiple.  EDS  makes  up  3% 
his  portfolio,  and  he  is  buyj 
more.  Why?  The  compani 
bookings  were  up  a  third  1 
year,  and  he  expects  similar 
creases  this  year  even  as  the  econoi 
slows  more. 

Century  Telephone  (P/E,  16),  1 
nation's  eighth-largest  phone  compa 
has  3  million  rural  subscribers  in  1 
South.  Burn  likes  the  stability  of  1 
rural  telephone  market,  where  telea 
competition  is  scarce.  He  also  li 
Century's  plans  for  the  future.  Oi 
third  of  its  customers  are  wireless. 

Republic  Services  (P/E,  13),  \ 
country's  third-largest  waste  mana 
ment  provider,  is  another  Sound  Sh 
holding.  Republic's  multiple  is  f 
points  lower  than  that  of  Waste  M; 
agement,  a  similarly  structured  co 
petitor  that  is  the  industry  leader. 

Sound  Shore,  a  no-load  fund 
Forbes'  Honor  Roll  three  of  the  1 
four  years  and  rated  "A"  in  do 
markets,  has  annual  expenses  of  o 
98  cents  per  $100  of  assets.  That 
pense  ratio  is  a  third  1 

  than  that  of  the  aver 

midcap  value  fund.  Ma 
sense.  Value  investors  cai 
lot  about  expense  ratios. 

The  minimum  inve 
ment  is  $10,000  throi 
the  fund  directly,  or 
through  fund  supermarl 
like  Charles  Schwab  £ 
Jack  White.  If  you  1 
Burn's  ideas,  but  aren't 
terested  in  buying  his  fu 
the  table  lists  six  of  his 
vorite  stock  picks. 
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A  GUIDE  TO 

DANIEL 
ISLAND 

LIVING 

Boating  Birdwatching,  Fazio  Golf 
*L  Other  Lowcountrj  Pleasures. 


^ait>  breeZes  and  surrounded  bv  miles 


Tare's  the  friendt 


outAnd  life  is  different. 


»«ess  and  the  gentle  pace 
l>und  ma  small  town.  Whe, 

HaVC  made  jt  Possible  to  live. 

Guide  To  Daniel  Island  Lit 


re  planning  and  vision 
Ve'  VVorl<  and  play. 


ring 


Where  cSHfen  can  walk 
to  parks  and  an  easy  bike 
ride  leads  into  town  to  pick 

up  some  sandwiches.  Here  ^T^^^~^5 

you'll  even  find  a  private, 
in-town  country  club  with 
an  extraordinary  Tom  Fazio- 
designed  golf  course.  Now 

offering  Lowcountrv-insToired 

■fc  .  inspired    «.„  itorfitwrfc/rf^^.  A 

homes  and  townhomes  from  S200.000,  and  golf 

neighborhood  homesites  from  S  100,000.  And  it's 

all  here  waiting  for  you,  on  Daniel  Island. 

Please  contact  us  lor  information  on  am  of  our  island  neighborhoods 
»r  to  request  The  Complete  Guide  lb  Daniel  Island  Dring. 

Boating,  Birdwatching,  Fazio  Golf    )  Q 

Ml 


Daniel  Island 

.    Charleston.  Snutli  C  .1  r  o.l  i  ll  ;i 

I  li  is  is   Lile  in  an   Island    I  o  \v  n  . 
iUHs»land.com    |    101  River  Landing  Drive,  Daniel  Island,  Charleston,  SC  29492    |  800-958- 

'  ."UWatyWiM  (M^iiUU^skp^i  itrtythiny.  Ha  Federal  Agency  Has  judged  the  moots  or  value  of  property,  ttfermg  pursuant to  NY  State  Dept  ot  law  Cooperative  (Wcy  Statement  (CPS-7).  Application  and  related  documents  aolabte 
X,?       j     •  uiiiUtpi style  (jriy.  Honiesilft  utilities  avattable  ujMn  coiistruction,  Arce^aral  HiQlttsto  recreational  amenfoes  may  be  subject  to  fees,  msrobersfap,  or  ftrntations.  Daniel  stand  Real  Estate.  LLC.- Matthew  ft  Sloan  BC. 

Ttamitt  of  the  Ta'mily  Circle  Cup  Tennis  Tournament 


J5t's  almost  exactly  like  a  dream 


C7q  those  who  helieve  perfection  can  only  be  attained  in  a  dream, 
we  beg  to  differ.  At  Las  Campanas,  Lyle  Anderson  has  designed 

a  Santa  Fe  community 
that  includes  36  holes  of 
Jack  Nicklaus  Signature 
golf  a  world  class  Equestrian  Center  and  a  Spa  and  Tennis 
Center.  To  complete  the  dream  you'll  also  find  spectacular  views 
of  the  Sangre  de  Cristo  mountains.  Homesites  from  the  mid- 
$200,000's.  Finished  homes  from  the  mid-$700,000's.  For 
more  information  send  in  this  coupon,  call  us  or  visit  our  website. 

800-992-4250,  dept  FLLOl 
www.lascatnpanas.com 


LAS  CAMPANAS 

SANTA     F  E 


ERFECTION  BY  DESIGN 


Nat 


Aidres 


City/ State/ Zip 


Pbo 


Complete  and  mail  to: 
Las  Campanas  Santa  Fe 
2 1 8  Camino  La  Lierra,  Santa  Fe,  NM  8  750 1 
or  fax  us  at  505-983-3610 


)btain  the  property  report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property.  This  is  not  an  offering  to  residents  of  any  state  where  prohibited  by  law. 
rVarning:  The  California  Department  of  Real  Estate  has  not  inspected,  examined  or  qualified  this  offering.  An  offering  statement  has  been  filed  with  the  New  York  Department  of  State  and  a  copy  of  such  offering  statement  is  available,  upon 
equest,  from  the  subdivider.  The  filing  of  the  verified  statement  and  offering  statement  with  the  Department  of  State  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Department  of  State  or  any  officer  thereof, 

tr  that  tho  rionartmont  nf  ^tato  hac  in  am/  uiat/  naccorl  iinnn  tho  moritc  nf  ciirh  nfforinn 


REETWALKER 


Macy's  parent  should  soldier  through  tough  times  handily. 


Store  of  Value 

WHILE  BIG  DEPARTMENT  STORES  DON'T  TEND  TO  THRIVE 
economic  slowdowns,  Federated  Department  Stores  should  weatr, 
2001  turbulence  and  be  a  good  holding  long  term.  It  is  a  stro 
merchandiser  that  has  put  its  biggest  problems  behind  it,  says  I 
Backus,  a  Buckingham  Research  Group  analyst. 

The  parent  of  Bloomingdale's  and  Macy's  has  restructured 
Fingerhut  direct-marketing  operation,  whose  deadbeat  custom* 
wrecked  the  bottom  line  last  year — Federated  (NYSE:  FD)  was  $1 
million  in  the  red.  After  tightening  credit  terms  Federated  emerg 
with  Fingerhut's  superb  online  sales  business,  the  reason  it  bou{ 
Fingerhut  in  1 999.  Another  costly  but  vital  move  is  under  way:  cq 
verting  Federated's  profit-squeezed  Stern's  stores  into  more  upsq 
Macy's  and  Bloomie's  outlets. 

Despite  all,  Federated  has  held  up  against  the  competition.  > 
including  Fingerhut,  it  was  the  only  big  department  store  chain 
report  an  increased  gross  margin  (40.5%,  up  from  40.2%)  in  1 
year's  stingy  fourth  quarter.  Same-store  sales  are  in  line  with  riv^ 
down  a  bit  in  February  (-1.6%)  against  the  likes  of  May  Depal 
ment  Stores  (-1.1%)  and  Saks  (-1.3%).  Even  after  the  expected  S 
million  Stern's  restructuring,  Backus  projects  net  income  of  $q 
million  this  year,  Federated's  best  showing  since  leaving  Chapter 
in  1992.  Recent  price:  $41,  up  from  2000's  low  of  $23.  — Ian  Zi 


It's  Gotta  Go 
Somewhere 

WITH  THE  STOCK  MARKET'S  TRAVAILS, 
some  investors  are  beginning  to  pull 
money  out  of  equity  funds.  Destina- 
tion? Not  under  the  mattress.  Bond  and 
money  market  funds  should  be  benefi- 
ciaries. And  that's  the  strong  suit  of  an- 
other Federated — Federated  Investors. 

Of  Federated's  (NYSE:  FIl)  $140  bil- 
lion total  assets  under  management, 
$100  billion  is  in  money  markets  and 
$15  billion  in  bonds.  Federated  is  seeing 
a  boomlet  of  new  money  market  ac- 
counts in  particular,  especially  from 
corporate  investors. 

In  a  volatile  time  for  financial  com- 
panies Federated  stock  has  done  well. 
Since  the  market  peak  a  year  ago  it  has 
climbed  55%  versus  15%  for  the  large- 
cap  Russell  1000  Financial  Services  Index. 
Merrill  Lynch  analyst  William  R.  Katz 
says  Federated  will  keep  generating  dou- 
ble-digit revenue  and  income  growth. 


The  shares  change  hands  at  $26,  or  20 
times  trailing  earnings.  — Daniel  Kruger 

Reverse  Auction 

AUCTIONING  HOUSEHOLD  IUNK  AND 
precious  heirlooms,  Ebay  is  one  of  a  few 
profitable  Internet  outfits.  But  the  $10 
billion  valuation  on  Ebay  (Nasdaq:  EBAY) 
is  unsustainable,  says  William  D.  Lyons, 
editor  of  the  newsletter  Short  on  Value. 

Ebay,  which  claims  22  million  regis- 
tered users,  gets  fees  as  a  middleman. 
Yet  most  of  its  earnings  (57%  in  2000) 
come  from  investment  interest.  Last 
year  the  company  had  $550  million  in 
cash  and  short-term  instruments. 
Trouble  is,  Ebay's  January  acquisition 
of  Korean  bidding  site  Auction- 
online.com  ate  up  $120  million  in  cash, 
which  will  take  a  big  bite  out  of  interest 
income.  While  Ebay  increased  revenue 
92%  in  2000,  operating  expenses  grew 
almost  as  fast  at  77%. 

Like  other  Net  stocks,  Ebay  shares 
have  skidded  since  last  spring.  They 


have  more  room  to  fall.  At  $34  tlj 
trade  at  a  still-astronomical  144  tiq 
earnings.  Short  them;  cover  at  $10. 

— a 

Marketmaker 

NOT  ALL  FINANCE  FIRMS  ARE  DOING 
well  as  Federated.  Knight  Trading  Gro 
the  largest  marketmaker  for  Naso 
stocks,  rode  the  bull  market  up  on 
strength  of  double-digit  earnings  grov 
The  Nasdaq  dive  has  hurt  Knight  (N 
daq:  NITE)  badly.  Fourth-quarter  21 
earnings  dropped  40%  to  $35  millioi 
trading  volume  flagged;  the  stock,  n 
$15,  is  off  75%  from  a  year  ago. 

The  Knight  selloff  has  been  o^ 
done,  says  Salomon  Smith  Barney  ai 
lyst  Matthew  Vetto,  who  is  impressec 
the  company's  enduringly  strong  pre 
profit  margin  of  18%.  Because  of 
Nasdaq  orientation,  Knight  (P/E  7.5) 
been  punished  more  than  peers  sucl 
LaBranche  (20),  the  New  York  Stock 
change  specialist  firm. 
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Knight  is  in  a  very  good  business 
ng  term.  Evidence:  Wall  Street  powers 
e  Merrill  Lynch  and  Goldman  Sachs 
ve  gobbled  up  other  marketmakers 
ely — and  takeover  rumors  have 
dried  around  Knight.  Meanwhile 
light  also  is  taking  steps  to  diversify;  it 
st  inked  a  deal  with  19  European  bro- 
rages  to  use  its  order-flow  model. 

— Brendan  Coffey 

>afe,  Soft  and  Dry 

ANT  A  GOOD  DEFENSIVE  STOCK  AS 
je  carnage  spreads  beyond  tech?  Try 
nsumer  products  makers  with  solid 
rnings  and  predictable  sales, 
le  standout  is  Kimberly-Clark 
(NYSE:  KMB). 

Consumers  will  keep  buy- 
ing its  Kleenex,  Huggies, 
Kotex,  Scott  Towels  and  Cot- 
tonelle  toilet  paper  no  matter 
what.  The  company  has  posted 
ten  straight  quarters  of  double- 
digit  earnings  growth.  William 
Steele,  analyst  with  Banc  of 
America  Securities, 
expects  Kimberly  to 
increase  earnings 
10%  this  year.  Kim- 
berly has  fully  di- 
gested its  tough  1995  acquisi- 
tion of  Scott  Paper,  and  has  a 
growing  health  care  business, 
which  includes  surgical 
masks  and  disposable 
gloves. 

The  stock,  trading  at 
$67,  has  lost  just  3%  amid 
the  broad  selloff  this  year.  At 
a  multiple  of  20 
pendable  Kimberly:  it's  cheaper  than 
rhing  to  sneeze  at.  that  of  competi- 
tors Procter  & 
imble  (P/E  25)  and  Colgate-Palmo- 
e  (30).  — Christopher  Helman 

d past  Streetwalkers  at  www.forbes.com/ 
eetwalker  or  use  your  :CueCat  device  on  the 
code  below  to  take  you  there  instantly. 


How  would  you  describe  The  Waldorf  Towers?  Would  you  elaborate  on 
the  sheer  joy  of  arriving  through  its  private  entrance?  Would  you  say  it's 
supremely  comfortable?  Perhaps  you'd  call  it  an  elegant  second  home, 
attentive  to  your  every  need.  Then  you  realize,  as  you  are  whisked  away 
to  your  suite  high  above,  that  this  is  a  place  which  defies  description. 


'ThtFfeadingHotels  ofthJWorki' 

<0  6'a*/  SOt/i  J'tree/,  t  Mm  'J/orA,  u  S%/  /0022,  <£/tone:  2 /2-.166-S/00  zFaasmn/e:  2/2-872-tZ$9 

For  reservations,  visit  us  at  www.waldorl-towers.com  or  call  your  professional  travel  agent  or  The  Waldorf  Towers  at  1-888-WATOWER 
The  Waldorf  Towers,  its  logos  and  logotypes  are  registered  trademarks  of  Hilton  Hotels  Corp.  ©  2001. 
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You'll  go  to  the  end  of  the  earth  for  what  you  believe  in. 
So  do  we. 


There's  no  better  way  to  fly. 


Lufthar 
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HE  OVERALL  MARKET 


-  Barra  AII-U.S.  Index  of  10,000  stocks 
-—200-day  moving  average 

Market  value:  $13.3  trillion 


8500 
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5500 


Sources:  Barra  Inc.;  Bloomberg  Financial  Markets. 
93  '94  '95  '96  '£ 


2-week  performance 
as  of  3/23/01 

Barra  AII-U.S.  Index1 

7.0% 

3500 

SAP  Barra  Growth  Index2 

-7.0 

S&P  Barra  Value  Index' 

-8.1 

Dow  Jones  industrials 

10.7 

2500 

S&P  500 

-7.6 

EAFE4 

-8.9 

Forbes  Internet  Index 

-9.5 

Forbes  40  Index  (total  return) 

-4.7 

'98           '99  '00 

'01 

1500 

INTEREST  RATES 


(istimates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
Iridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  Mar.  23. 


2000 

Latest 

Mean 

4-wk  chg 

0-year  Treasury  yield  (%) 

5.46 

5.31 

5.46 

-2.2 

-month  Treasury  yield  (%) 

5.90 

4.34 

4.89 

-1.8 

ederal  funds  watch 

ast  action:  Mar.  20,  2001,  -50  basis  points.  Current  rate:  5%. 
Jext  Federal  Reserve  meeting:  May  15,  2001. 


iPECIAL  STOCK  FOCUS  

Jucation  has  become  a  hot  political  issue, 
egardless  of  which  side  prevails,  govern- 
ent  expenditures  on  education  are  likely 
increase.  According  to  Thomson  Finan- 
al/IBES,  earnings  at  the  seven  educational 
impanies  below  are  expected  to  increase 
D%  versus  last  year.  For  example,  Sylvan 
;arning  Systems  is  expected  to  post  a  43% 
lin  in  profits  in  2001. 


Japanese  stocks  are  cheaper  than  at 
any  time  since  1987.  Based  on  12-month 
forward  earnings  projections,  the  price- 
to-earnings  multiple  for  the  1,800 
Japanese  companies  in  the  Thomson 
Financial/IBES  universe  is  just  27. 


FORECASTING  GLOBAL  MARKETS 


Year 


EPS  change  Expected 
Estimated      versus  year-to-year 
P/E      3  months  ago  EPS  growth 


S&P  500 

2001  20 

-7.2% 

1% 

2002  17 

-0.6 

17 

MSCI  World-ex  U.S.4 

2001  19 

-2.8 

11 

2002  17 

-2.6 

13 

IBES  estimate  increases/decreases 

2001 

2002 

S&P  500 

019 

0.19 

MSCI  World-ex  U.S.4 

0.67 

0.74 

Rising  estimates 

Falling  estimates 

Indonesia 

Peru 

Romania 

Russia 

Venezuela 


Colombia 

Hungary 

Philippines 

Slovakia 

Taiwan 


Source:  Thomson  Financial/IBES. 


FORBES  INTERNET  UNIVERSE* 


Index 


Recent     4  wks  ago 


Value 

34.1 

42.4 

Companies 

326 

330 

Valuations 

Stock  price/sales 

2 

3 

Market  value  ($bil) 

$300 

$374 

Sales/employee  ($thou) 

$181 

$214 

12-month  sales  growth 

141% 

139% 

2001  estimates 

Sales  total  ($bil) 

$96.8 

$103.4 

Stock  price/sales 

1 

2 

P/E 

41 

52 

Sources:  Forbes:  Market  Guide  and  Thomson 
Financial/IBES  via  FactSet  Research  Systems. 


Recent  20016 


ompany 


price 


areer  Education 


$48.44 


orinthian  Colleges 


41.13 


ducation  Management  32.25 


IT  Educational  Svcs 


29.60 


obel  Learning  Communities  8.38 


trayer  Education 


30.31 


ylvan  Learning  Systems  20.63 


EPS  Chg7 


$1.41  32% 


1.15  55 


0.91  20 


1.35  18 


0.41  28 


1.56  11 


0.63  43 


WHAT  THE  FUNPS  ARE  mm  ANP  SilUM. 


Buying 


Price 

EPS8 

Price 

EPS8 

AptarGroup 

$29.58 

$1.99 

Altera 

$26.88 

$0.59 

Earthlink 

12.00 

-0.98 

Cabletron  Systems 

12.45 

0.58 

Fresh  Del  Monte  Produce 

6.36 

0.82 

Coherent 

38.00 

1.69 

Insight  Communications 

23.06 

-1.34 

Delhaize  America 

19.30 

1.38 

John  Hancock  Financial  Svcs 

35.36 

2.60 

Georgia  Gulf 

17.86 

0.58 

Selling 


stimate.  'Current  EPS  versus  2000. 

furces:  Thomson  Financial/IBES  and  FT  Interactive  Data 

)  FactSet  Research  Systems;  IBES  Express. 


8Year  2001  estimate.  Source:  ldayo.com. 

'The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and 
ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  2Total  return  of  more 
than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  3Total  return  of  more  than  300  large- 
capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  "A  dollar- 
denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  Capitalization- 
weighted  index  of  all  U.S.-based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and  software  companies. 
Base  value  12/31/98  =  100.  Index  ratios  and  growth  rates  are  medians. 


www.forbes.com  for  updates  on  many  of  these  items,  quotes  on  over  9,000  securities  and  stock  and  mutual  fund 
>rts.  Or  use  your  :CueCat  device  on  the  cue  code  ( right)  to  take  you  there  instantly. 


FORBES-  April  16,  2001  359 


The  U.S.  Economy 

ACTUAL 

2001  ESTIMATE  

2000 

Latest 

Mean 

4-wk  chg 

Automobile  sales1  (mil) 

17.8 

17.6*  feb 

161 

0.2% 

Capacity  utilization  (%) 

80.8  r 

79.4  feb 

79.7 

0.0 

New  housing  starts2  (thou) 

1,593  p 

1,580 '-p  feb 

1,535 

0.1 

Retail  sales3  ($bil) 

2,425  p 

2,447  *  p  feb 

2,418 

7.1 

Trade  balance4  (Soil) 

-369  r 

-375*  p  jan 

-406 

-0.6 

Unemployment  rate5  (%) 

4.0 

4.2  feb 

4.5 

1.1 

Gross  domestic  product  (%  chg) 

5.0  p 

1.46  p  4Q 

2.4 

-8.7 

Jnfl&tian_ 

CPI  services  (unadjusted )  (%  chg) 

3.9 

4.5*  feb 

3.3 

0.9 

CPI  total  (unadjusted )  (%  chg) 

3.4 

3.5*  feb 

2.8 

2.5 

Prices 

CRB-Bridge  spot  indexes 

223.99 

225.30 

226.26 

-0.3 

Gold  per  troy  ounce  ($) 

272.00 

261.50 

281.28 

-0.7 

Oil/bbl  W  Texas  Intermediate  ($) 

26.83 

26.93 

26.54 

2.8 

Currency 

German  marks  per  dollar 

2.08 

2.20 

2.08 

0.5 

Yen  per  dollar 

114 

123 

119 

2.8 

Dollars  per  euro 

0.94 

0.89 

0.95 

-1.0 

ECONOMY  WATCH 


"Timing  is  everything  when  using  tax  c 
to  stimulate  the  economy,"  argi 
Russell  Koesterick,  quantitative  reseai 
director  at  Instinet.  For  example,  the  19 
federal  tax  cut  was  implemented  imme 
ately.  Result?  Growth  in  retail  sales  . 
celerated  from  5.8%  (year-over-year] 
January  1970  to  8%  in  January  1971 
contrast,  the  August  1981  cut  was  imp 
mented  over  18  months;  retail  spend 
didn't  recover  completely  until  June  19 

Closeup;  Growth  in  retail  sales  after  tax  cut 

Year-over-year  percent 
change 


Tax  cut 


Jan '67 


Jan  70 


Jan  731 


Data  as  of  Mar.  22  Source:  Instinet  Research. 
www.lnstinetResearchWorks.com 


iex:  Current:  318.8  2-wk  chg:  -Q.4 


EARNINGS  SURPRISES 


StarMine's  SmartEstimate  for  Amerada  Hess'  first-quarter  earn- 
ings is  9  cents  higher  than  the  Thomson  Financial/IBES  forecast 
of  $3.06  a  share.  For  all  of  2001  StarMine  currently  calls  for  the 
company  to  beat  the  consensus  estimate  of  $9.62  by  61  cents. 
On  the  flip  side  Ryder  System  carries  a  first-quarter  SmartEsti- 
mate of  14  cents  a  share  versus  the  overall  consensus  estimate 
of  22  cents  a  share.  For  the  year,  StarMine  expects  Ryder  to  fall 
short  of  the  $l.89-a-share  consensus  by  15  cents. 


Company 

Price 

IRES 

consensus 
estimate7 

StarMine  Expected 
Smart-  report 
Estimate7  date 

Positive  Exjjected  Surprises  or  Revisions 

Amerada  Hess 

$74.78 

$3.06 

$3.15 

4/25/01 

Golden  West  Financial 

59.50 

1.02 

1.04 

4/18/01 

Nuevo  Energy 

17.41 

0.42 

0.47 

5/9/01 

Papa  John's  International 

22.69 

0.50 

0.52 

4/25/01 

Phillips  Petroleum 

54.40 

2.28 

2.32 

4/27/01 

Winn-Dixie  Stores 

26.59 

0.26s 

0.288 

4/20/01 

Negative  Expected  Surprises  or 

Allegiance  Telecom 

15.00 

-0.82 

-0.86 

4/26/01 

Ariba 

10.19 

0.059 

0.039 

4/12/01 

Continental  Airlines 

40.24 

0.20 

0.14 

4/16/01 

Ross  Stores 

19.88 

0.44 

0.43 

5/17/01 

Ryder  System 

18.90 

0.22 

0.14 

4/20/01 

Werner  Enterprises 

17.56 

0.20 

0.16 

4/16/01 

Junk  bonds  often  behave  more  like  stocks  than  bonds,  but  in  rei 
weeks  they  have  diverged  from  this  pattern.  These  junk  bond  fui 
have  averaged  a  5%  return  in  2001  versus  -15%  for  the  S&P  501 

TOTAL  RETURN10 

AS! 

Fund 

3  years11 

1  year 

YTD 

($ 

Buffalo  High-Yield 

1.4% 

9.8% 

6.8% 

Columbia  High-Yield 

4.6 

8.5 

3.3 

Standish  World  High  Yield 

2.5 

5.3 

5.0 

TRowe  Price  High-Yield 

1.9 

0.8 

4.8 

1.1 

Vanguard  High-Yield  Corporate 

2.7 

3.5 

3.9 

6,1 

'"Through  Mar.  22.  "Annualized. 
Sources.  Upper  Inc.;  Morningstar. 


NOTEWORTHY  NEW  ISSUE  IN  REGISTRATION 


Data  as  of  Mar.  23.  'Fiscal  first  quarter.  'Fiscal  third  quarter  'Fiscal  second  quarter. 
Sources:  StarMine:  Thomson  Financial/IBES  and  FT  Interactive  Data  via  FactSet 

Research  Systems. 


"There's  just  nothing  moving  in  the  IPO  market  right  no\. 
says  Daniel  McCarthy,  market  analyst  at  New  York-bas 
IPO.com.  In  such  tough  conditions  companies  in  the  rel 
tively  defensive  health  care  sector  might  be  one  of  the  few 
attract  any  investor  attention.  Headquartered  in  Virgir 
Beach,  Va.,  Amerigroup  operates  in  four  states  and  the  D 
trict  of  Columbia,  arid  offers  a  suite  of  health  care  plans 
people  receiving  benefit  payments  under  programs  such 
Medicaid  or  CHIP,  the  Children's  Health  Insurance  Progra 
For  the  year  ended  December  2000  the  company  earn 
$26  million  on  sales  of  $646  million.  Amerigroup  hopes 
raise  $70  million  in  an  offering  set  for  the  end  of  April. 

"12  months,  p:  preliminary,  r:  revised.  Autos,  light  and  heavy  trucks,  includes  imports.  Si 
Ward's  Automotive  Yearbook.  Total  single  and  multiple  family,  seasonally  unadjusted.  3Excl 
auto  sales,  seasonally  adjusted.  'Total  goods  and  services,  seasonally  adjusted.  5Percent  c 
civilian  labor  force.  'Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 
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 Portfolio  Strategy  By  Kenneth  L  Fisher 

Bears,  Bush  and  Greenspan 


HAT  CAN  PRESIDENT  GEORGE  W.  BUSH  DO  TO 
stop  the  bear  market  and  recession  I've  fore- 
seen in  recent  months?  Nothing.  How  about 
Alan  Greenspan?  Again,  zip.  Nor  do  they 
wish  to,  although  they  ritually  say  they  want 
^forestall  economic  hard  times. 

j.  Only  one  of  these  two  gentlemen  was  elected,  but  both 
i  politicians,  hence  liars.  Political  wannabes  aren't  always 
S  s.  But  if  they  get  into  office  they  become  liars — at  least 
|:sidents  and  Fed  chiefs  do. 
the  two,  Greenspan  is  the 
|:ter  liar.  He  has  been  at  it 
ce  the  1960s. 

Before  Arthur  Burns  ran 
I  Fed  (for  Richard  Nixon), 

described  this  more  kindly 
jin  I  would.  He  said,  "Fed 
uirmen  take  a  pill  that 
ikes  them  forget  everything 
ly  ever  knew,  and  it  lasts 
!:il  the  job  is  over." 

I  They  all  take  the  pill  that  prevents  them  from  telling  the 
jth.  Greenspan's  lifelong  goal  is  to  go  down  in  history  as 
j  great  inflation  slayer.  En  route  he  must  be  reappointed  as 
Heral  Reserve  chairman  (his  term  ends  in  June  2004).  He 
fi't  say  the  truth,  which  is  that  he  needs  a  recession  be- 
iise  it  fights  inflation.  Recessions  dampen  demand,  throw 

)ple  out  of  work  and  shrink  business  pricing  expecta- 
|ns.  Increasing  supply  fights  inflation  much  better,  but 

n  the  Fed  chairman  can't  control  supply. 

A  President  can  never  say  he  wants  to  see  the  pain  of  a 

ession  inflicted  upon  the  voting  public  at  any  time  in  his 
In.  But  if  there  has  to  be  a  recession,  better  that  it  be  an 
ily  one.  America  forgets  the  pain  by  election  time  if  the 
[ceding  two  years  are  strong. 

;  Each  January  the  President  and  Fed  chair  meet.  This  year 
i  robably  sounded  like  this: 

Dubya:  "Well,  Alan,  what  should  I  expect  during  my  first 
ix  years  here?  Huh?" 

Alan:  "First  four  years?  George,  there's  gonna  be  a  reces- 
p.  It's  already  started,  I  think.  Gonna  be  ugly." 
:  Dubya:  "Is  there  anything  I  can  do  about  it?" 
t  Alan:  "Sure,  wait  until  folks  start  to  see  it.  Then  blame  it 
i  Bill  Clinton.  Next  year  get  your  old  buddy,  Don  Evans, 
lo  runs  the  Commerce  Department,  to  lean  on  the  Na- 


Despite  their 

rhetoric,  both  the 

Fed  chief  and  the 

J 

President  want  the 

recession  right  now. 

■ 

tional  Bureau  of  Economic  Research  to  have  the  recession 
officially  clocked  as  starting  December  2000 — which  is 
about  right,  anyway.  That  can't  be  your  fault.  I'll  blame  it  on 
Clinton,  too.  I  sure  don't  want  it  blamed  on  me.  No  one  will 
be  able  to  disagree  with  us.  We  let  it  run  its  course.  It'll  be 
over  long  before  you  run  again.  See  how  that  works?  Don't 
be  a  chump  like  your  dad.  Be  smart  like  Nixon  and  Reagan." 
Dubya:  "Anything  else,  Alan?  Huh?  Huh?" 
Alan:  "Have  your  tax  cut  kick  in  mostly  in  2003  and 
2004.  I'll  pump  up  the  money 
supply  from  mid-2003  until 
the  election.  And  we  coast  to 
victory  in  2004.  Of  course, 
you  also  reappoint  me  early  in 
2004,  right?  If  not,  I  will  jerk 
rates  up  so  hard  before  June 
and  the  election,  it'll  make 
your  squinty  little  eyes  spin. 
Got  it,  kid?" 

Dubya:   "Got  it.  What 
would  I  do  without  you?" 

In  a  way,  even  though  many  think  these  two  have  vast 
powers  over  the  economy,  they  are  only  bowing  to  the  in- 
evitable. Neither  one  can  do  anything  to  stop  the  recession 
that  started  in  December. 

Tax  cuts,  retroactive  or  not,  can't  be  implemented  fast 
enough  to  stop  an  implosion  that  already  has  begun.  Bush's 
puny  $5.6  billion  2001  tax  reduction  will  have  no  effect  on 
our  $9.4  trillion  economy.  That  is  one-twentieth  of  1%,  or 
$40  per  U.S.  worker.  About  enough  for  one  good  beer  bash. 

If  Bush  really  wanted  to  try  saving  the  economy  he 
would  do  something  bigger.  Still,  tax  cuts  have  never  been 
good  short-term  recession  fixers.  As  I  wrote  in  my  last  col- 
umn, the  best  single  road  map  to  2001  is  the  1981-82  bear 
market.  Note  that  Ronald  Reagan's  tax  cut,  the  biggest  in 
modern  history,  passed  just  weeks  after  1981's  market  peak 
and  couldn't  slow  that  recession  or  bear  market  at  all. 

Interest  rate  cuts?  Expect  them.  Short-term  rates  should 
be  maybe  4.4%  by  year-end.  Sometimes  interest  rates  have  a 
big  impact,  other  times  not.  This  time,  not.  We  haven't  had 
a  real  credit  crunch,  so  rate  cuts  will  have  minuscule  effect. 

In  Reagan's  early  1980s  recession,  the  Fed  cut  rates  four 
times  and  that  couldn't  stop  the  carnage.  In  such  a  climate 
your  investments  must  be  maximally  defensive — bonds,  cash 
and  put  options  should  be  prominent  in  your  portfolio.  F 


neth  L.  Fisher  is  a  Woodside,  Calif.-based  money  manager. 

I  past  columns  at  www.forbes.com/fisher  or  use  your  :CueCat  device  on  the  cue  code  (right)  to  take  you 
?  instantly. 
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Market  Trends  By  Martin  Sosnoff 

Economic  Scrabble 


WILL  THE  U.S.  ECONOMIC  RECOVERY  BE 
shaped  like  a  U,  V,  W  or  L?  My  answer  is  a  U, 
and  I  can  tell  you  how  to  play  it.  Why  a  U? 
First,  let's  exclude  the  others.  An  L,  where 
things  plummet  swiftly  and  then  stagnate  for 
years,  is  hard  to  see  for  the  American  economy  of  2001. 
That's  what  Japan  is  mired  in,  and  it  was  last  seen  in  the  U.S. 
in  the  1930s.  With  a  reactive  Federal  Reserve  and  Congress, 
L  is  unthinkable.  History  teaches  that  W — a  short-lived  re- 
covery, followed  by  relapse 
and  then  resurgence — doesn't 
fit  the  pattern  of  our  business 
cycles.  When  a  U.S.  recovery 
gains  momentum,  it's  hard  to 
stop.  The  stock  market,  of 
course,  will  track  whatever 
happens. 

V  is  tougher  to  dismiss. 
Wall  Street  is  itchy  to  believe 
this  scenario:  a  sharp  decline 
and  then  a  sharp  recovery.  V  believers  should  inch  back 
into  tech  and  early-recovery  sectors  like  brokerage  houses 
and  media,  buying  the  best  names.  Your  tech  package,  for 
instance,  would  include  Microsoft,  Intel,  Xilinx,  EMC, 
Nokia  and  Dell.  Finance:  Fannie  Mae,  Freddie  Mac,  Merrill 
Lynch,  Morgan  Stanley  Dean  Witter,  J.P.  Morgan  Chase 
and  Citigroup.  Media:  AOL  Time  Warner,  Clear  Channel, 
Viacom  and  Liberty  Media. 

While  V  isn't  out  of  the  question,  I'm  skeptical  that  we 
can  quickly  work  off  the  huge  inventories  and  industrial  ca- 
pacities we've  accumulated.  So  a  U,  where  there's  a  bad 
stretch  before  a  recovery,  is  more  plausible. 

Tax  cuts  and  lower  interest  rates  won't  very  quickly  cor- 
rect the  craziness  we've  seen.  The  economy  must  work  out 
the  excess  in  its  own  painful — and  time-consuming — way. 
For  instance,  telecommunications  spending,  which  ambi- 
tiously aims  to  create  national  footprints  for  wireless  and 
data  transmission,  is  collapsing.  Nothing  can  stop  that. 

Our  81%  capacity  utilization  level  is  synonymous  with 
recession.  If  overall  spending  on  plant  and  equipment 
merely  stays  steady,  gross  domestic  product  will  drop  by 
0.5%.  If  capital  spending  is  cut  by  a  tenth,  GDP  will  fall  1%. 

Earnings  forecasters  are  way  too  bullish.  A  composite  of 
Thomson  Financial/IBES  numbers  gives  a  ridiculous  $56.49 
projection  for  S&P  500  earnings  for  2001.  In  2000  the  index 


Will  the  recovery 
beaU.V.WorL? 
Our  strengths  and 
weaknesses  make 
a  U  most  likely. 


earned  $56.24  after  writeoffs;  in  1999,  $51.02.  With  no 
covery  in  industrial  earning  power  in  sight  and  technolc 
in  the  throes  of  its  inventory  correction,  corporate  earnir 
just  aren't  going  up  this  year. 

My  advice  for  a  U  environment  is  to  forget  the  te 
plays.  They  will  disappoint  you.  Tech  analysts,  while  mc 
realistic  than  before,  are  still  banking  on  2002  as  a  great : 
covery  year.  Perhaps  that's  why  tech  P/Es  remain  unjust 
ably  pricey.  Let's  examine  some  of  these  overvaluations. 

Way  back  in  1998  Sun  h 
crosystems  and  Oracle  sold 
1 8  times  earnings.  Today  S 
is  at  30,  Oracle  at  35.  If  you 
back  to  1993,  Microsoft  sold 
20  times  earnings.  Now  t| 
multiple  is  30.  Most  techn 
ogy  analysts  and  money  ma 
agers  have  never  experience 
protracted  recession.  The  IS 
mini-contraction  happen 
while  they  were  getting  their  M.B.A.s. 

Also  avoid  the  stable  growers  with  well-known  bra 
names,  like  Coca-Cola  and  Procter  8c  Gamble.  They're  t 
expensive,  with  little  top-line  growth  potential. 

What  to  buy?  Hardy  companies  capable  of  weatherin 
recession  and  soaring  afterward.  We  own  best-of-breed 
tailers  like  the  jeweler  Tiffany  (26,  TIF)  and  Lowe's  Cos.  ( 
LOW),  the  do-it-yourself  building  materials  chain. 

There  are  subsectors  like  tobacco  and  HMOs  that  rem; 
cheap  because  of  residual  fears  of  litigation  and  legislate 
But  tobacco  companies  can  handle  the  higher  prices  tl 
must  charge  to  pay  for  onerous  legal  settlements.  And  1 
HMOs  can  live  with  President  Bush's  Patients'  Bill  of  Rig! 
Try  Oxford  Health  Plans  (23,  OXHP),  Wellpoint  Health  h 
works  (85,  WLP),  Philip  Morris  (42,  MO)  and  Loews  (51,  LT 
owner  of  Lorillard  Tobacco.  Loews'  stock  price  has  doub 
over  the  past  year  and  sells  at  just  9  times  2001  earnii 
prospects.  Fannie  Mae  (76,  FNM)  and  Freddie  Mac  (61,  Fl 
are  affordable  at  15  times  earnings. 

And  as  long  as  oil-stays  around  $25  per  barrel,  oil  serv 
deserves  my  money.  It's  entering  the  first  year  of  what  lot 
like  a  three-year  cycle.  Transocean  Sedco  Forex  (44,  RI 
Santa  Fe  International  (34,  SDC)  and  Diamond  Offsh 
Drilling  (40,  DO)  are  deploying  huge  fleets  of  long-id 
semisubmersibles. 


Martin  Sosnoff  is  chief  investment  officer  of  Atalanta/Sosnoff Capital  in  New  York  and  author 

o/Silent  Investor,  Silent  Loser.  Find  past  columns  at  www.forbes.com/sosnoff  or  use  your  :CueCat  device 

on  the  cue  code  (right)  to  take  you  there  instantly. 
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A/hat's  the  value  of  a  company 
hat  discovers  how  to  double 
he  average  lifespan? 


1  a  word:  inestimable.  Yet  Senesco  Technologies 
as  done  just  that.  We've  developed  gene  technology 
lat  allows  us  to  delay  the  aging  of  plants 
Fter  harvest.  The  result  is  greatly  extended  shelf 
;fe  -  double  or  more  -  and  vastly  reduced  waste 
f  food  crops,  which  today  runs  anywhere  from 
!D  to  30  percent  in  the  $600-billion-plus  world 
gricultural  industry.  We  have,  in  short, 
eveloped  a  minor  miracle. 


ENESCO  TECHNOLOGIES.  PATENTS  PENDING.  EXCITEMENT  MOUNTING 


ur  specialty  is  "senescence,"  the  natural 
g i n g  process  in  plants  that  causes  the 
-eakdown  of  cellular  tissue.  By  suppressing 
enes  already  existing  in  all  plants,  and 
Dt  altering  their  natural  taste,  nutrition,  or 
(xture,  we've  bred  tomatoes  that  remain 
ispoiled  for  as  long  as  five  weeks  after  picking 
un-of-the-mill  tomatoes  last  around  two  weeks. 

le  potential  is  immense.  Our  scientific  expertise  is 
irivaled.  And  approvals  with  key  regulatory  agencies  are 
latively  straightforward.  The  fact  is,  there  may  not  have  been  a 
ore  exciting  breakthrough  in  agriculture  since  the  creation 
synthetic  fertilizers. 

e  may  be  small.  This  is  big.  A  minor  miracle  with  major  implications. 


)U  CAN  LEARN  MORE  ABOUT  SENESCO  TECHNOLOGIES,  INC.  AT  WWW.SENESCO.COM 


Stock  Trends  By  Roberts,  Sat 


Tech  Buys 


THINK  HIGH-TECH  COMPANIES  AND  YOU  CUSTOM- 
arily  think  pure  growth  stocks.  Now  we're  seeing 
the  cyclical  nature  of  tech.  From  its  peak  just  a  year 
ago  the  Morgan  Stanley  High  Tech  index  has  lost 
more  than  half  its  value,  while  many  well-known 
issues  have  done  even  worse.  The  wealth  evaporation  from 
the  Barra  All-U.S.  index  is  now  around  $4  trillion  and  rep- 
resents the  largest  stock-price  setback  since  the  1987  crash. 

That  decline  14  years  ago  produced  great  buying  oppor- 
tunities just  as  this  one  will.  I 
believe  we  are  near  the  bot- 
tom. So  it's  time  to  look  at 
buying  tech. 

You  can  understand  why 
many  believed  tech  would 
grow  uninterrupted.  The  eco- 
nomic expansion  that  began 
in  the  early  1980s  was  long 
enough  to  dull  memories  of 
hard  times.  And  tech  played  a 
central  role  in  the  expansion,  spurring  productivity  im- 
provements that  allowed  the  economy  to  grow  without 
causing  inflation.  This  seemed  miraculous.  And  impres- 
sively, the  noninflationary  expansion  occurred  despite  a 
tripling  of  oil  prices. 

But  all  good  things  must  come  to  an  end,  including 
good  new  things,  as  exemplified  by  tech.  Spending  for  tech- 
nology is  off  in  the  current  slowdown  with  many  projects 
either  canceled,  or  more  likely,  postponed.  No  matter 
whether  the  economy  is  in  a  defined  recession  (two  con- 
secutive quarters  of  declines  in  real  economic  output)  or 
not.  It  sure  feels  like  one. 

The  good  news  is  that,  for  several  compelling  reasons, 
tech's  growth  interruption  will  prove  to  be  short-lived.  First, 
even  with  all  the  announced  layoffs  there  is  still  a  shortage  of 
skilled  labor.  Second,  the  combination  of  monetary  stimulus 
(from  Greenspan)  and  fiscal  stimulus  (from  the  Bush  tax 
cut)  will  work  its  magic  with  the  appropriate  six-to-nine- 
month  lag.  This  means  that  next  year  will  see  a  resumption 
of  growth,  fed  by  fresh  tech-inspired  productivity  gains. 
Tech  budgets,  unlike  those  in  general  manufacturing,  can  be 
easily  changed  up  or  down. 

Now  is  the  time  to  be  exploring  the  wreckage  for  gems. 
Three  companies  that  I  find  particularly  attractive: 

•AOL  Time  Warner  (40,  AOL).  One  of  the  most  powerful 


trends  today  is  the  convergence  of  the  isolated  worlds 
television,  music,  the  Internet,  computers,  telephony  ai 
publishing.  There  is  no  company  better  situated  both  d 
mestically  and  abroad  to  capitalize  on  these  trends  than  At 
Time  Warner.  It  has  all  the  necessary  ingredients  to  achie 
superior  results  for  many  years  to  come,  including  top-flig 
management,  great  technology  and  well-known  bran» 
While  it  has  negative  earnings  because  of  its  cable  buildo 
it  starts  from  an  impressive  financial  base  with  $40  billion 

revenues  and  a  chance  at  $1 
billion  of  operating  incor 
(net  before  depreciation,  i 
terest  and  taxes)  for  2001.  T 
stock  can  easily  double  o\ 
the  next  year. 

•  Corning  (26,  GLW).| 
normal  cyclical  downtrend 
telecommunications  r 
deepened  because  of  a  func 
mental  change  for  pho 
companies.  Long-distance  rates  are  dropping  fast,  trail 
forming  the  telcos  from  an  oligopoly  with  pricing  pov 
into  purveyors  of  a  commodity  with  none.  Result:  They 
curtailed  capital  programs  and  slowed  the  transition  frc 
copper  to  fiber-optic  cable. 

Growth  at  Corning,  the  largest  manufacturer  of  gl; 
fiber,  has  slowed  from  the  feverish  pace  of  the  last  seve 
years.  Nevertheless,  revenue  can  still  double  over  the  n» 
five  years.  The  need  for  increased  capacity  in  data  transm 
sion  is  not  going  away.  This  stock  is  worth  its  20  times  tn 
ing  earnings. 

•Synopsys  (52,  SNPS).  Semiconductor  chips  containi 
millions  of  circuit  elements  cannot  be  designed  without 
sort  to  very  sophisticated  software.  Synopsys  is  the  leader 
this  area  with  a  two-thirds  market  share.  The  stock  last  y< 
was  under  pressure  as  customers  postponed  purchases 
anticipation  of  a  new  product  cycle  in  miniaturization, 
the  same  time  the  company  changed  its  business  moi 
from  selling  these  expensive  systems  to  leasing  them. 

This  excellent  long-term  decision  helped  restore  prici 
flexibility  and  also  smoothed  out  what  had  been  very  lurr 
results.  Near  term,  though,  the  move  depressed  results.  W 
a  new  product  cycle  beginning,  the  stock  has  begun  to 
cover;  its  high  49  P/E  is  deserved.  Synopsys  has  the  poten 
to  reach  80  over  the  next  12  months. 


We  are  near  the 
market  bottom  so 
now  is  the  time  to 
explore  for  gems 
in  the  wreckage. 


Robert  S.  Salomon  Jr.  is  principal  and  cofounder  of  Stamford,  Conn.-based  STI  Management. 

Research  analyst:  Deborah  H.  Tarasow.  Find  past  columns  at  www.forbes.com/salomon  or  use  your  :CueCat 
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Technology  and  Us — 
A  Vision  for  the  Future 


Sesquicentennial  Conference 
Santa  Clara  University 
Santa  Clara,  California 

A  day  of  keynote  dialogs  featuring: 
John  Seely  Brown,  Regis  McKenna,  Doug  Engelbart, 
David  Halberstam,  Anita  Borg,  Jim  Morgan  and  more... 
Moderated  by  Pulitzer  Prize-winning  Journalist,  Haynes  Johnson 


Haynes  Johnson  James  L.  Koch 

Pulitzer  Ptlre-wlnnlng  Director 

loomilKl,  Author,  and  Center  (or  Science. 

Television  Commentator  Technology.  &  Society 


Paul  Locale! 1 1,  S.j.   Regis  McKenna 

President  Chairman 

Santa  Clara  University      The  McKenna  Group 


Douglas  Engelbart 

Director 

Bootstrap  Institute  Anita  Boi  g 

ipient  of  the  Turing  Founder  and  President 

d  and  National  Institute  lor  Women 

ol  Technology  &  Technology 


William  f.  Mitchell    David  Halberstam  J.  Staudenmaier,  S.J.  Mary  Furlong 

Professor  ft  Dean  journalist,  Pullbcr  Editor  Chairman 

School  of  Architecture        Prizfr-winnlng  Technology  and  Culture  ThhdAge  Media, 

ft  Planning  Author,  and  Professor  History,  Chief  Officer.  Strategy 

MIT  Historian  University  of  Relations.  MyFamily. 

Detroit  Mercy 


Tim  Bresnahan 

Professor  of  Economics 
Director.  Computer 
Industry  Project 
Stanford  University 


•  it  Santa  Clara  University 

For  more  information  &  registration: 
408/551.6027  or  http://sts.scu.edu 


Sponsors: 

Applied  Materials,  Inc. 

Regis  McKenna 


Small  Stocks  By  Marc  Robins 


Biting  Back 


IF  YOU  HAVE  BEEN  BITTEN  BY  THE  TECH  SECTOR 
recently,  it's  time  to  bite  back.  Just  a  year  ago,  every- 
thing was  rosy:  Gross  domestic  product  was  growing  at 
7%,  Internet  stocks  were  hot  and  the  Dow  was  going  to 
100,000.  The  economy,  consumers  and  the  stock  mar- 
ket were  awash  in  giddy  optimism.  Now  the  situation  is  re- 
versed, and  bullish  tech  investors  in  particular  have  turned 
into  mad  cows.  What's  my  answer  to  this  disaster?  Like  my 
fellow  columnists  Bob  Salomon  (p.  364)  and  Peter  Huber 
(p.  196),  I  say  buy  tech  stocks. 

That  doesn't  have  to  mean 
the  obvious  candidates,  like 
AOL  and  Oracle.  Instead,  go 
for  small  tech  issues  that 
aren't  widely  followed.  The 
lack  of  analyst  attention  is 
why  they  have  such  terrific  re- 
bound potential.  Today's  tech 
giants  once  were  garage-based 
creations.  Hewlett-Packard, 
Microsoft — the  list  goes  on  and  on.  Among  the  current 
crop  of  tech  basement  dwellers,  further  descents  seem  un- 
likely. The  Nasdaq  composite,  laden  with  small-tech  names, 
has  dropped  64%  since  March  2000.  While  the  tech  sector 
of  the  Russell  2000  is  down  67%,  the  overall  index  is  down 
only  27%. 

So  with  the  tech  sector  staggering  under  the  most  op- 
pressive pessimism  since  the  early  1970s,  what's  a  savvy  in- 
vestor to  do?  Take  advantage  of  a  great  buying  opportu- 
nity. You  should  sift  through  the  bales  of  bargains  to 
discover  next  year's  winners. 

Do  you  have  to  buy  everything  that's  cheap?  No,  many  of 
the  tech  stocks  that  are  down  should  be  out.  But  the  market 
has  mixed  the  cream  with  the  whey.  True,  some  good  buys 
have  high  P/Es;  but  these  are  justified  in  light  of  company 
potential.  With  appropriate  diligence — something  that  peo- 
ple should  have  used  a  year  ago — you  can  identify  some  out- 
standing prospects.  Here  are  four  good  candidates: 

Avocent  (20,  AVCT)  has  a  good  future  producing  key- 
board, video  monitor  and  mouse  (KVM)  switches.  These 
switches  allow  information  technology-  administrators  to 
control  hundreds  of  servers  from  one  console,  instead  of  the 
standard  one  KYM  console  for  each  server.  Corporate  cus- 
tomers like  the  switches  because  they  reduce  the  number  of 
IT  people  needed,  slash  the  space  allocated  for  a  server  farm 


Sizable  upside 
surprises  lie  with 

small-cap  tech 
stocks,  which  have 

suffered  badly. 


and  save  on  computer-room  air  conditioning. 

Avocent,  the  dominant  player  in  the  industry  with  5' 
market  share,  has  products  that  serve  both  small  and  la 
customers.  lust  as  impressive  is  the  company's  EBIT  mar 
(earnings  before  interest  and  taxes,  divided  by  sales),  wty 
has  crept  up  to  28%  from  24%  over  the  last  three  years  £ 
is  likely  to  go  higher.  Throw  in  a  strong  balance  sheet  \\ 
$121  million  in  cash  and  zero  debt.  I  expect  earnings 
grow  from  SI. 30  per  share  in  2000  to  SI. 66  in  2001  i 

$2.30  next  year.  The 
month  trailing  P/E  is  an 
fordable  15. 

BSquare  (12,  BSQR)  ofj 
investors  a  play  on  next-g, 
eration  non-PC  computing 
produces  software  tools  t 
allow  manufacturers  of  hai 
held  electronic  devices  to 
tegrate  Windows-based  p 
grams  into  the  produ« 
WTiile  its  P/E  is  a  sizable  50,  the  outlook  for  BSquare's  eai 
ings  growth  is  strong.  Revenues  are  growing  at  a  44 
yearly  clip. 

Carreker  (15,  CANl)  started  out  selling  software  z 
mainframes  to  financial  institutions.  It  has  since  expam 
its  expertise  to  consulting  and  management  services,  j 
company  believes  that  its  management  services  are  so  gc 
that  it  can  increase  a  bank's  earnings  SI  million  a  year 
every  SI  billion  in  assets  the  institution  controls. 

Carreker  has  attracted  some  institutional  interest.  In  J 
uary  the  stock  reached  S40  before  tumbling  in  the  la" 
market  nightmare.  It  carries  a  trailing  P  E  of  23. 

Debt-free  Oak  Technology  (6,  OAKT),  appears  to  be 
its  way  to  profitability  after  two  years  of  losses,  yet 
stock  is  83%  off  its  high.  The  company  produces  integra 
circuits  and  related  software  for  manufacturers  in  the  c 
ital  imaging,  consumer  electronics  and  optical  stor. 
markets. 

Value  players  will  appreciate  the  company's  clean  t 
ance  sheet  and  large  cash  position.  Although  recent  earni 
estimates  have  been  revised  downward,  I  still  believe  t 
Oak  can  increase  earnings  at  a  40%  annual  rate  over 
next  several  years.  That  would  mean  earnings  per  share 
48  cents  by  2002.  It's  a  reasonable  speculation  to  buy  nov 
1 1  times  those  expected  earnings. 


Marc  Robins  is  editor-in-chief  of  RedChip.com,  art  investment  advisory  service  on  small-  and  micro-cap  stocks. 
Find  past  columns  at  www.forbes.com/robins  or  use  your  :CueCat  device  on  the  cue  code  ( right)  to  take  you 

there  instantly. 
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bu  can  go  anywhere  in  the  world. 

Or  come  here  and  get  away  from  it. 


Velcome  toTrinchera,  the  Forbes  ranch  in  southern 
Colorado.  With  250  square  miles  of  mountains  and 
dows  to  inspire  you  to  recreate.  Or  relax  you  to  create, 
fer  way  your  privacy  is  assured... as  is  your  satisfaction. 

can  provide  an  inspiring  experience  for  groups  up  to 
Our  executive  chef  prepares  gourmet  meals.  Our 
will  guide  you  in  seasonal  hunting,  fishing,  horseback 

ig,  skeet  shooting,  game  spotting,  mountain  biking 


and  hiking.  We  trust  you  will  be  able  to  find  and  enjoy  the 
three  14,000'  mountains  on  your  own. 

You  can  go  other  places  if  you  want  to  settle  for  less.  Or 

vou  can  come  to  Trinchera.  Where  an  entire  world  is 

j 

waiting  for  you. 

For  reservations  or  further  information  please  call 
719.379.3263 


forbes 

kPITALIST  TOOL 


Never  settle 


HEALTH 


Refusing  to  Die 


Told  she  had  Lou  Gehrig's 
disease,  Jenifer  Estess 
cursed  the  lack  of  research 
aimed  at  curing  the  fatal 
malady.  Then  she  decided 
to  do  something  about  it. 

BY  ROBERT  LANGRETH 

JENIFER  ESTESS  RECEIVED  HER 
death  warrant  four  years  ago. 
Just  35  years  old  at  the  time, 
she  learned  she  had  Lou 
Gehrig's  disease,  or  ALS,  a 
progressive  and  fatal  paralysis  in  which 
the  nerves  that  operate  the  muscles 
slowly  waste  away,  but  the  mind  re- 
mains cruelly  intact. 

There  is  no  cure.  Most  people  die 
within  two  to  five  years  after  symptoms 
surface,  when  they  can  no  longer  raise 
their  chest  muscles  to  take  in  a  breath. 
Praying  her  New  York  doctor  had  erred, 
she  sought  a  second  opinion  at  Johns 
Hopkins  University  from  neurologist 
Jeffrey  Rothstein,  a  world-renowned 
expert  in  ALS  (amyotrophic  lateral  scle- 
rosis). She  hoped  her  symptoms — 
strange  muscle  spasms  and  unex- 
plained falls — were  caused  by 
something  else. 

After  a  careful  exam,  Rothstein  con- 
firmed the  diagnosis.  Sensing  Jenifer 
wanted  to  hear  it  straight,  he  was  bru- 
tally frank:  Her  motor  neurons  were 
dying  and  would  not  be  replaced.  Ex- 
perimental drugs  had  largely  flopped. 
Jenifer  couldn't  believe  what  she  was 
hearing.  "We  can  transplant  hearts  and 
livers,"  she  told  Rothstein,  why  not  re- 
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Racing  against 
time,  the  Estess 
sisters  (left  to 
right:  Meredith, 
Jenifer,  Valeric) 
have  pushed  the 
medical  estab- 
lishment to  find 
a  cure  for  ALS. 


place  dying  nerve  cells  with  new  ones? 
"I'm  really  sorry,  but  that's  science  fic- 
tion," the  neurologist  replied.  And  it 
was.  She  grilled  him  for  two  hours,  then 
left.  They  would  meet  again. 

Jenifer  walked  away  determined  to 
turn  science  fiction  into  reality.  Aided 
by  two  of  her  sisters  and  friend  Julianne 


1 


Hoffenberg,  she  formed  her  own  cha 
ity,  Project  ALS,  to  stoke  new  research 
a  field  long  neglected  by  academic  sc 
entists  and  drugmakers.  Ultimately  tl 
women  quit  their  jobs  to  commit  ft 
time  to  this  research  race.  Jenifer,  nc 
39,  and  Julianne,  35,  were  New  Yo 
theater  producers;  Valerie  Estess,  4 


PROJECT  ALS 


s  an  advertising  copywriter;  Mere- 
h  Estess,  37,  worked  in  fashion. 

The  vow:  to  find  a  cure  for  Jenifer 
d  the  more  than  25,000  Americans 
th  ALS  before  their  time  runs  out. 
LS  used  to  be  an  academic  exercise 

doctors.  It  was  stamped  as  unfix- 
le.  We're  saying  that's  not  good 
Dugh,"  Jenifer  says. 

Until  the  Estess  sisters  came  along, 
S  research  fell  through  the  cracks, 
e  National  Institutes  of  Health 
•nds  only  about  $20  million  annually 
ALS,  compared  with  $80  million  for 


translate  lab  findings  into  treatments. 
Even  small  biotechs  have  shied  away 
from  the  disease  recently,  after  several 
ALS  drugs  failed  in  trials. 

Operating  like  a  brash  biotech  bou- 
tique, the  sisters  have  raised  more  than 
$7  million  from  corporate  donors  and 
have  recruited  an  all-star  team  of  emi- 
nent researchers  from  Harvard  Medical 
School,  Johns  Hopkins  and  Columbia 
University.  Their  pitch  is  appealingly 
simple:  We  will  hand  you  fistfuls  of 
cash,  quickly  and  with  fewer  hassles 
than  government  grants  entail,  if  you 
agree  to  work  with  your 
rivals,  share  your  results 
and  brief  us  regularly 
on  your  progress. 

Normally  the  re- 
searchers would  have 
gone  their  separate 
ways,  for  science  is  often 
a  competitive  and  insu- 
lar pursuit.  But  because 
of  Project  ALS,  they  are 
making  progress  faster 
than  even  the  wildest 
optimists  would  have 
predicted.  Within  two 
years,  if  all  goes  well, 
Project  ALS  plans  to 
begin  the  first  human 
trial  of  a  breakthrough 
therapy  to  treat  ALS.  It  is 
likely  to  be  one  of  the 
first  human  trials  aimed 
at  attacking  a  brain  dis- 
ease with  stem  cells — 
primordial  cells  that 
give  rise  to  the  special- 
ized cells  that  form  the 
blood,  bones  and  or- 
gans of  the  body. 

"They  have  com- 
pressed five  years  of  re- 
search into  one,"  says 


The  Estess  family  lived  a  comfort- 
able life  in  Harrison,  N.Y.  until  their 
parents  separated  when  they  were 
teenagers.  Suddenly  their  mother  had 
to  support  five  children  (Jenifer's  oldest 
sister  and  a  younger  brother  aren't 
heavily  involved  with  Project  ALS).  In 
the  1980s  the  sisters  settled  in  the  New 
York  area  to  pursue  careers. 

ALS  most  often  strikes  in  late  middle 
age,  but  Jenifer  started  getting  symp- 
toms in  1996,  when  she  was  just  34.  Her 
first  signs  were  muscle  twitches.  Then 
she  started  feeling  out  of  breath  after 
climbing  upstairs,  and  she  began  falling 
for  no  apparent  reason.  Her  doctors 
dismissed  it  as  stress,  before  diagnosing 
her  in  March  1997. 

Doctors  explained  that  her  motor 
neurons,  responsible  for  coordinating 
movement,  would  shrivel  and  die  over 
several  years.  Why,  nobody  knows,  but 
one  theory  is  that  the  cells  are  poisoned 
by  excess  levels  of  a  brain  chemical,  glu- 
tamate.  The  only  approved  drug,  Ri- 
lutek,  prolongs  life  only  several  months. 

ALS  patients  cope  with  their  disease 
in  various  ways.  Some  try  to  ignore  it; 
others  commit  suicide.  The  Estess  sis- 
ters attacked  it  head-on.  Since  Western 
medicine  had  little  to  offer,  Jenifer  first 
tried  alternative  medicine.  She  bought 
something  called  a  "wet  cell,"  which 
was  supposed  to  cure  ALS  with  electric 
currents;  it  didn't  work.  Twice  a  week, 
Valerie  and  Meredith  drove  Jenifer  to  a 
healer  who  claimed  she  could  treat  ALS 
with  massage  and  visualization. 

By  November  1997  Jenifer  was  out 
$20,000  and  getting  sicker.  She  could 
no  longer  walk  without  help.  Over 
Thanksgiving  the  three  sisters  and  Hof- 
fenberg  brainstormed  what  to  do  next. 
The  conversation  turned  to  their  dis- 
gust at  the  lack  of  research  for  a  cure. 
"Why  can't  we  create  a  Manhattan 


PEOPLE  SAY  THIS  DISEASE  IS  ABOUT  LETTING  GO.  IT'S  ABOUT  FIGHTING.' 


tic  fibrosis,  which  afflicts  a  similar 
nber  of  people.  Worse,  ALS  sufferers 
stitute  too  small  a  market  to  draw 
ch  attention  from  drug  giants; 
-efore  little  money  is  spent  trying  to 


Harvard  neurologist  Evan  Snyder,  a  col- 
laborator. Adds  Andrew  Jarecki,  chair- 
man of  AOL  Moviefone  and  a  Project 
ALS  donor:  "It's  the  first  charity  to 
move  at  Internet  speed." 


Project  for  ALS?"  Valerie  blurted  out. 
Everyone  liked  the  idea.  Within  min- 
utes Jenifer  was  on  the  phone  to  her 
actor  friends  to  solicit  their  help. 

The  division  of  labor  came  natu- 
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rally.  Jenifer,  the  de  facto  chief  execu- 
tive, had  numerous  contacts  in  show 
business,  as  did  Hoffenberg.  Meredith 
was  savvy  about  financial  and  organiza- 
tional details.  Project  ALS'  first  benefit, 
in  June  1998  in  New  York,  was  hosted 
by  Jenifer's  friend  Ben  Stiller,  and  it 
raised  $800,000.  Katie  Couric  also 
hosted  a  benefit. 

The  sisters  thought  about  joining 
forces  with  an  established  medical  char- 
ity but  quickly  rejected  it  as  too  bureau- 
cratic. They  wanted  to  operate  more 
aggressively,  gambling  on  a  few  big 
projects,  cutting  checks  to  scientists  in 
weeks  not  months,  and  following  up  to 
make  sure  they  were  making  progress. 

Valerie,  rekindling  a  childhood  in- 
terest in  science,  spent  hours  surfing  the 
Web  for  research  on  ALS.  Two  names 
kept  popping  up:  Rothstein,  the  neurol- 


to  begin  a  trial  of  Celebrex  in  ALS  pa- 
tients in  a  couple  of  months. 

Still,  Valerie  wanted  to  go  further.  In 
early  1999  a  neurologist  friend  sug- 
gested she  call  Harvard  University 
stem-cell  expert  Evan  SnydeY.  She  did 
not  know  much  about  stem  ceils,  but 
was  intrigued  by  what  she  had  read.  In 
recent  years  researchers  have  learned 
how  to  grow  these  elusive  cells  in  the 
lab,  though  such  research  is  controver- 
sial because  stem  cells  are  often  derived 
from  fetal  tissue. 

Her  timing  was  ideal.  Dr.  Snyder 
had  just  isolated  brain  stem  cells  in  the 
lab  for  the  first  time.  In  theory  these 
cells  could  transform  into  any  type  of 
brain  cell.  Snyder  hadn't  given  much 
thought  to  ALS  treatment,  but  he  took  a 
liking  to  the  Estess  sisters.  Meeting 
Jenifer  in  New  York,  he  was  touched  by 


her  courage.  By  then  she  was  confii 
to  a  wheelchair  and  no  longer  had 
strength  to  pick  up  a  glass  of  water. 

But  Johns  Hopkins'  Rothstein  m 
skeptical  about  stem-cell  therapy,  a; 
for  good  reason.  ALS  is  about  the  hai 
est  possible  disease  to  consider  treat; 
with  cell  transplants,  as  the  damage 
spread  across  the  entire  spine.  It  wou 
Rothstein  figured,  require  surgically 
leting  a  patient's  entire  backbone  to  i 
plant  the  new  cells.  That  didn't  sel 
feasible  anytime  soon.  Still,  Valerie  p 
vailed  on  Rothstein  to  meet  with 
and  Snyder  at  a  scientific  conference 
Toronto.  There,  Snyder  whipped  oi; 
set  of  slides  and  described  his  results 

Rothstein  was  stunned  by  what; 
heard.  Like  most  scientists,  he  had 
sumed  that  stem  cells  stayed  in  c 
place.  But  Snyder  described  expe 


SCIENTISTS  CAN  GET  A  GRANT  IN  WEEKS.  THE  CATCH:  THEY  HAVE  TO  SWAI 


ogist  who  had  confirmed  Jenifer's  diag- 
nosis in  the  beginning,  and  Robert 
Brown,  an  ALS  expert  at  Massachusetts 
General  Hospital.  Both  agreed  to  be- 
come medical  advisers  and  got  grants. 

Government  grants  require  a  50- 
page  application  and  take  at  least  nine 
months  to  be  issued;  heads  of  big  labs 
often  spend  months  each  year  on  the 
paperwork.  Project  ALS  eliminated  the 
hassle.  It  asked  for  only  a  four-page  ap- 
plication, and  it  could  cut  a  check  in 
several  weeks.  "It's  a  great  selling  point 
to  say  we  are  able  to  fund  you  now," 
Valerie  explains.  The  catch  was  that 
scientists  funded  by  Project  ALS  must 
swallow  their  egos  and  work  as  a  team. 

Valerie  figured  that  scientists 
needed  help  networking.  She  organized 
several  joint  sessions  with  Rothstein, 
Brown  and  other  top  neuroscientists. 
This  yielded  several  new  projects. 
Among  others,  Project  ALS  funded 
Rothstein  and  Brown  to  screen  drugs 
already  approved  for  other  ailments  to 
see  if  any  of  them  might  slow  ALS.  Soon 
Rothstein's  lab  found  that  Celebrex,  the 
hot  new  arthritis  drug  from  Pharmacia, 
prolongs  the  life  of  mice  with  ALS  by 
about  25%,  better  than  any  drug  previ- 
ously tested.  Rothstein  and  Brown  hope 


Doctors  Jeffrey 
Rothstein  and 
Evan  Snyder 
hope  to  turn 
science  fiction 
into  fact  with  a 
bold  cell  ther- 
apy for  ALS. 


/ 
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ents  in  which  he  took  mice  with  in- 
I'ies  to  one  section  of  the  spine  and 
ected  stem  cells  into  another  section, 
lie  stem  cells,  as  if  equipped  with 
ming  devices,  migrated  to  the  site  of 
image,  took  root,  and  transformed 
umselves  into  cells  that,  under  a  mi- 
Dscope,  resembled  neurons.  Few  had 
;n  this  data  because  Snyder  had  not 

Wished  it.  The  surprising  finding 
anged  Rothstein's  mind.  It  indicated 
;u  didn't  have  to  worry  about  deliver- 
|  stem  cells  to  exactly  the  right  place; 
W  would  target  themselves. 

A  few  months  later  Project  ALS 
ve  Snyder  and  Rothstein  $500,000 
;ints  to  begin  testing  Snyder's  stem 
Is  in  paralyzed  mice.  Meanwhile,  the 
iters  worked  on  expanding  the  team, 
tere  are  numerous  kinds  of  stem 
ils,  so  Valerie  figured  it  made  sense  to 

it  as  many  as  possible.  She  recruited 
in  Gearhart,  a  Johns  Hopkins  re- 
ircher  who  had  isolated  an  even 
pre  primitive  type,  called  embryonic 
jm  cells.  To  figure  out  how  to  coax 
}m  cells  into  new  motor  neurons,  she 
jned  up  Thomas  Jessell,  a  top  cell  bi- 
>gist  at  Columbia  University. 
I  By  last  summer  Rothstein,  Snyder 
jd  Brown  were  testing  no  fewer  than 
lie  types  of  stem  cells.  Initially  noth- 
15  worked.  Jenifer,  meanwhile,  was 
|  ting  worse  and  needed  round-the- 
i  ck  care.  Then  last  fall  a  colleague  of 
Ithstein,  Douglas  Kerr,  showed  that 
Jm-cell  injections  helped  mice  para- 
ied  by  a  virus  recover  partial  use  of 
l:ir  hind  limbs.  Unexpectedly,  the 
:m  cells  did  this  by  secreting  growth- 
emoting  proteins  that  helped  the  re- 
i.ining  motor  neurons  work  better, 
lis  is  promising  because  it  means  that 
Im  cells  may  slow  ALS  even  if  they 
fi't  become  motor  neurons. 
|  Now  the  Project  ALS  researchers  are 
jtting  stem  cells  through  a  much 
f>re  realistic  round  of  tests  in  mice  ge- 
jically  engineered  to  develop  ALS. 
fey  are  also  completing  safety  tests  on 
bnkeys,  which  the  FDA  requires  be- 
»  human  trials.  The  heads  of  all  nine 


labs  involved  in  the  stem-cell  project 
meet  with  Valerie  and  Meredith  in  New 
York  every  few  months  to  strategize. 
The  hope  is  to  develop  a  therapy  that 
shows  early  promise  and  then  entice  a 
biotech  firm  to  take  over.  Private  funds 
may  become  more  important,  as  Presi- 
dent Bush  may  limit  or  end  federal 
funding  for  fetal  stem-cell  research. 

Big  hurdles  remain.  The  re- 
searchers must  figure  out  where  to  in- 
ject the  cells,  how  to  coax  them  into 
forming  motor  neurons  and  how  to 
stop  the  immune  system  from  killing 
them.  Still,  everyone  agrees  the  sisters 
have  energized  the  field.  "We  have 
made  a  ton  of  progress  because  of 
them,"  Rothstein  says. 

The  scientists  are  motivated  by 
Jenifer's  decline.  Evan  Snyder  some- 
times stays  up  late  imagining  what  he 
would  do  if  he  could  implant  her  with 
stem  cells  tomorrow.  "My  goal  is  a  cure, 
but  I  would  accept  anything  that  pro- 
longs life,"  he  says. 

Jenifer  leaves  her  Manhattan  apart- 
ment only  occasionally,  since  going  any- 
where has  become  a  major  production 
requiring  several  people  to  move  her. 
She  needs  24-hour  nursing  to  help  her 
eat,  dress  and  perform  other  basic  func- 
tions. She  requires  a  ventilator  to  assist 
in  breathing.  Nevertheless,  she  remains 
surprisingly  energetic,  working  from  her 
bed,  propped  up  into  a  sitting  position 
with  pillows  and  talking  into  her  head- 
set. Since  the  Project  ALS  headquarters  is 
her  apartment,  small  meetings  can  come 
to  her.  She  is  planning  a  made-for-tele- 
vision  movie  about  her  quest  and  a  tele- 
vised benefit  next  fall. 

One  day  not  too  far  in  the  future 
Jenifer  may  literally  get  a  dose  of  her 
own  medicine.  She  hopes  to  be  one  of 
the  first  to  try  it.  But  even  with  the 
world's  best  and  brightest  working  on  a 
cure,  she  knows  a  breakthrough  may 
not  happen  soon  enough  for  her.  She  is 
braced  for  the  consequences. 

"It  would  be  great  if  it  comes  in 
time  for  me,  but  I  don't  think  about  it 
on  a  day-to-day  basis.  I  think  about  the 
work,"  she  says.  "People  say  this  disease 
is  about  letting  go.  That's  nonsense.  It's 
about  fighting."  F 
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B  E  S  L  I  F  E 


EDITED  BY  JOSHUA  LEVINE 

Varooooom. 


mot  o  R Mi  c  L  e  s  I  The  newest 
superbikes  have  more  oomph  than 
most  race  cars.  Treat  'em  wrong, 
and  they'll  send  you  flying. 


A T  A  PARTY  ONE  NIGHT  IN  HIS  HOME  TOWN  OF 
San  Francisco,  Ken  Odell  was  approached  by  a 
young  woman  who'd  seen  him  pull  up  on  his 
Honda  motorcycle  earlier  that  evening.  "I'm 
.just  curious,"  she  said.  "Why  is  it  that  you 
guys  are  so  fixated  on  power  and  speed?" 

After  41  years  of  motorcycle  riding,  Odell  knew  the  ques- 
tion only  too  well.  He  also  knew  the  answer,  but  had  never 
been  able  to  articulate  it  quite  right.  Why  does  anyone  want 
what  they  want?  He  pushed  his  long  hair  back  over  his 


Ken  Odeil,  astride  his  trusty  Honda  92 


shoulder  and  twisted  the  Navajo  earring  in  his  left  earlobe 
jewelry  he'd  picked  up  on  his  last  bike  trip  through  easti 
California.  Then  it  came  to  him. 

"Power  in  a  motorcycle  is  like  revenge,"  the  57-year- 
construction  lawyer  said,  staring  into  her  eyes.  "You  never 
enough  until  you  get  too  much." 

Getting  too  much  just  got  easier:  Last  month  Suzuki 
troduced  the  GSX-R1000,  a  powerhouse  that's  light  on  its  f< 
rather  like  an  NFL  linebacker  who  knows  ballet.  The  G 
R1000  rounds  out  the  holy  trinity  of  supersport  motorcyc 
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a  group  that  includes  the  Yamaha  YZF-R1  and 
the  Honda  CBR929RR.  These  bikes,  also  known 
as  "crotch  rockets,"  are  the  triumphant  culmi- 
nation of  decades  of  intense  competition  be- 
tween the  big  three  Japanese  motorcycle  man- 
ufacturers to  deliver  more  and  more  power. 
Some  young  and  inexperienced  riders,  in  fact, 
may  discover  this  musclebound  trio  of  bikes 
delivers  too  much. 

All  three  are  able  to  approach  top  speeds  of 
170mph  and  can  go  from  0  to  60  in  as  little  as 
3.5  seconds  (or  from  0  to  100  in 
6  seconds).  Only  rocket  sleds 
accelerate  faster.  With  engines 
that  produce  120hp  to  150hp, 
they  have  dry  weights  (without 
gas  or  fluids)  of  around  380 
pounds,  meaning  they  have  bet- 
ter power-to-weight  ratios  than 
today's  Winston  Cup  race  cars. 
Harley  offers  nothing  compara- 
ble. Its  newest  Dyna  Super  Glide 


ground  under  heavy  braking — almost  unavoidable. 

Why  does  anyone  need  such  an  astounding  amount  of 
power  and  speed?  Is  it  a  self-destructive,  even  suicidal  im- 
pulse? A  rush  that  drugs  can't  provide?  "It  fits  the  thrill- 
seeking  personality,"  says  Joel  Fish,  director  of  the  Center 
for  Sport  Psychology  in  Philadelphia.  "There's  an  attrac- 
tion to  the  fine  line  between  control  and  chaos  that  comes 
with  great  speed  and  power." 

There's  also  the  skill  element.  "People  like  to  do  things 
they're  good  at,"  says  experienced  rider  Odell.  "I  can  ride 
faster  than  other  people."  But  he  has  witnessed  the  thrill- 
seeking  nature  of  the  sport  taken 
too  far.  "It's  always  the  young 
guys  who  want  to  show  off  who 
have  the  most  wrecks,"  he  says. 

Riding  a  powerful  motorcycle 
fast  requires  years  of  experience. 
Even  seasoned  bikers  can  get  them- 
selves in  trouble,  as  actress  Lauren 
Hutton  demonstrated  when  she 
wrecked  her  BMW  F650  last  Octo- 
ber. (She's  alive,  but  with  a  small 


Yamaha  YZF-RI:  Top  speed  of  I65mph. 


"Power  in  a  motorcycle  is  like  revenge,"  said  the  lawyer,  staring 
into  her  eyes.  "You  never  get  enough  until  you  get  too  much." 


T-Sport  weighs  a  portly  642 
pounds,  goes  from  0  to  60  in  4.6 
seconds  and  gets  just  60hp  from 
a  bulky  twin-cam  l,450cc  en- 
gine. And  while  the  new  Harley 
costs  $15,000,  the  three  super- 
bikes'  price  tags  are  all  in  the 
$10,000  range. 

There's  no  love  lost  between 
Harley  partisans  and  owners  of 
the  new  bikes.  "At  this  one 
biker  restaurant  called  The  Junction  in  Cali- 
fornia," says  Odell,  "you'll  see  all  the  Harleys 
on  one  side  of  the  parking  lot,  all  the  sports  on 
the  other."  Sport  bikers  have  contempt  for 
leys.  A  Honda  executive  stoked  the  competitive  fires 
If ?n  he  once  dismissed  Harleys  as  "driveway  jewelry." 
In  performance  there's  no  contest.  "It's  easy  to  find  your- 
i  on  a  country  road  at  what  feels  like  80mph  but  is  actually 
l  mph,"  says  Odell,  who  owns  a  Honda  929.  "You've  got  to 
|w  a  lot  of  respect."  All  three  Japanese  bikes  will  pop  a 
iiielie  in  any  of  the  first  three  gears — which  is  when  you 
I  t  want  one.  The  brakes,  though  state  of  the  art  (two  disks 
l  ront  and  one  in  back),  work  in  combination  with  sticky 
i  i  to  make  "stoppies" — the  lifting  of  the  rear  wheel  off  the 


Suzuki  GSX-RI000:  Top  speed  of  I75mph. 


hardware  store's  worth  of  titanium 
screws  in  her  arm  and  leg.) 

The  Supersport  type,  which 
races  in  a  class  called  Formula 
Xtreme,  was  officially  born  in 
1993  with  the  introduction  of 
Honda's  CBR900RR.  The  idea  was 
to  combine  the  light  weight  of  a 
750cc  motorcycle  with  the  per- 
formance of  a  l,000cc  engine. 
The  combination  worked  and 
the  bike  was  an  instant  success. 

By  1998  the  launching  of  the  Yamaha  YZF-Rl  had  lit  the 
biking  world  on  fire.  Here  was  an  incredibly  fast  and  light 
machine — seemingly  the  pinnacle  of  motorcycle  technology. 
But  then  Honda  introduced  the  CBR929RR  to  rave  reviews  last 
year.  And  now  critics  say  the  new  Suzuki  may  knock  both 
these  bikes  off  their  lofty  kickstands. 

Then  again,  it  might  not.  Bikers  are  a  notoriously  brand- 
loyal  bunch.  Odell  himself  is  a  confirmed  Honda  guy.  He 
likes  to  ride  his  929  in  Death  Valley.  "I  like  to  go  fast,  but  I 
don't  push  it,"  he  says.  The  temptation,  though,  is  always 
present.  "There  are  tons  of  roads  up  there,  most  of  which 
have  never  seen  a  cop."  Much  less  a  cop  on  anything  that 
could  catch  a  superbike.  F 
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BANKERS  WHO  SEEK  OUT 
Woodrow  (Woody)  Griffith 
for  his  professional  advice 
likely  never  guess  his  private 
expertise.  The  44-year-old 
customer  education  specialist  for  Fred- 
die Mac  in  Chicago  holds  a  master's  de- 
gree in  finance  and  spends  his  workday 
teaching  lenders  from  Wells  Fargo  and 
other  banks  how  to  make  better  home 
loans.  But  on  his  own  time  he  deepens 
his  already  encyclopedic  knowledge  of 
a  collectible  that  has  beguiled  him  for 
20  years — perfume  botdes. 

Why  perfume  bottles?  He  admires 
what  he  calls  the  "artistry  in  glass  and 
metalwork"  they  represent.  But  there's 
a  far  more  personal  dimension  to  his  passion.  The 
spirit — the  aroma,  if  you  will — of  each  bottle's 
original  buyer  haunts  him.  "Who  owned  it?  You 
can  picture  the  type  of  woman — the  flapper 
dress.  She  cared  enough  to  buy  it,  and  then 
she  put  it  aside."  He  especially  likes  botdes  made 
by  the  DeVilbiss  Co.  of  Toledo,  Ohio  in  the  1920s 
and  1930s,  as  well  as  works  by  Estee  Lauder.  A 
Steuben  bottle  known  as  the  "Atomic  Cloud"  for 
its  shape  is  one  of  his  favorites.  Griffith  says  he 
has  amassed  more  than  400  pieces  over  20 
years — a  collection  displayed  in  an  illuminated 
case,  the  centerpiece  of  his  living  room. 

With  his  collection  now  nearly  complete,  he  makes  new 
acquisitions  very  carefully,  adding  only  one  or  two  botdes  a 
year  that  are  "not  necessarily  the  most  expensive,  just  nice  ex- 
amples that  bring  me  joy."  He  also  serves  as  the  treasurer  of  the 
International  Perfume  Bottle  Association,  a  collectors'  group. 

For  Griffith,  as  for  other  bottle  collectors,  size  often 
counts.  Large  bottles  used  in  department  store  dis- 
plays— known  as  "factices" — are  scarce;  only  a  few 
were  sold  to  the  store's  customers.  They're  popular  for 
decorating  shelves  and  tables.  Factice  prices  at  auction 
range  from  $80  to  over  $600. 

Age  also  helps  determine  value.  The  oldest 
perfume  bottles  date  back  to  the  18th  and 
19th  centuries — a  time  when  bathing  % 
wasn't  common,  clothes  were  rarely 
washed,  food  storage  was  poor, 
indoor  toilets  did  not  exist 
and  animals  had  free  run  of 
city  streets.  No  wonder 
well-to-do  women  carried 
small  perfume  bottles  to  sniff. 
They  also  favored  screw-top  scent 
bottles  that  held  smelling  salts — per- 
fume with  ammonia  salts.  Its  strong  va- 


Smells 

Like 

Money 


p  A  s  s  i  o  N  s  |  Perfume  bottles- 
even  relatively  new  ones—  are 
bringing  heady  prices.  A  Lalique 
in  your  attique?  Magnifique! 

BY  RALPH  AND  TERRY  K0VEL 


"Le  Roi  Soleil"  (top)  designed  for  Schiaparelli 
($3,400)  and  "Souvenir  d'un  Soir,"  an  homage 
to  New  York  City's  Pulitzer  Fountain  ($5,175). 


pors  revived  women  who  fainted  frc 
odors  or  tightly  laced  corsets. 

Cologne — perfume  diluted  with 
cohol — was  first  used  in  the  U.S.  in 
1830s.  One  in  particular  had  a  wren< 
ing  history.  "Charley  Ross,"  a  mo 
blown  cologne  bottle,  depicted  a  4-yel 
old  boy  kidnapped  in  Philadelphia 
1874  and  held  for  what  was  the  fi 
ransom  in  the  U.S.  The  bottle  promo) 
the  search  for  the  missing  boy,  mu; 
like  today's  milk  carton  pictur 
(Charley  was  never  found.) 

Today's  "star"  collectibles  are  201 
century  machine-made  bottles.  To 
ping  the  list:  those  made  in  Paris 
Rene  Lalique  during  the  1900s.  Pri> 
range  from  $770  for  a  9-inch  "Cinq  Fleu 
clear  and  frosted  stopper  bottle  to  the  recc 
$20,000  for  a  gold-enameled  "Rosace  F 
urines"  scent  bottle  with  raised  figures.  Otl 
popular  commercial  brands  include  1 
heavily  advertised,  dark  blue  "Evening 
Paris"  bottles  and  gift  sets  made  by  Bourji 
of  Paris,  which  were  sold  in  the  U.S.  from  IS 
through  the  1950s.  They  sell  for  $100  to  $l,0i 
depending  on  the  rarity  of  the  bottles  and  l 
intricacy  of  the  packaging. 

At  Doyle  New  York  auction  galleries  in  Feb 
ary,  perfume  botdes  brought  prices  that  called 
smelling  salts.  "Souvenir  d'un  Soir,"  a  1956  frosted-gl 
confection  cast  in  the  shape  of  New  York's  Pulitzer  Foil 
tain,  went  for  $5,175.  Pre-sale  estimated  value:  $800 
'  $  1 ,200.  "Blue  Lagoon,"  a  1 9 1 9  bottle  by  Depinoix,  m; 
aged  $7,475,  double  its  high  estimate. 

Don't  worry.  Doyle  will  be  selling  some  60  more  bot 
from  the  same  collection  on  June  6.  Or  you  can 
your  luck  at  antique  shows  and  garage  sales.  Con 
tion  is  important.  A  chip,  a  missing  stopper,  or  a  to 
label  lowers  the  value  dramatically.  The  original  box 
double  a  bottle's  value.  And  if  dried  perfume 
stained  the  inside  of  the  bottle  or  tarnished 
trim,  don't  try  to  scrape  it  away  or  clear 
To  get  started,  pick  up  the  Mon 
and  Baer  May  2001  auction  cata 
•        (Box  529,  Vienna,  Va.  221 
$45,  monsenbaer@erols.cc 
703-938-2129)  or  contact 
International  Perfume  B 
de  Association  (396  Cro 
Road,  Wayne,   Pa.  190 
www.perfumebottles.org),  wh 
publishes  a  quarterly  newsletter  a 
hosts  an  annual  convention. 
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A  Gift  for  Every  Occasion! 


I  necessity,  by  proclivity 
d  by  delight,  we  all  quote." 

RALPH  WALDO  EMERSON 

1  begets  life.  Energy  creates 
ergy.  It  is  only  by  spending 
eself  that  one  becomes  rich." 

.SARAH  BERNHARDT 


The  ultimate  reference  for  speakers,  writers,  CEOs,  and  managers. 
The  perfect  gift,  this  unique  collection  is  arranged  alphabetically 
by  subject — from  ability  to  zeal — for  easy  access  and  endless 
inspiration. 

Over  3,000  contributors  in  all — business  leaders  and  mavericks, 
philosophers  and  pundits,  poets  and  politicians — from  across  the 
centuries  and  around  the  world.  Deluxe  edition,  992  pages,  $40.00  plus 
shipping  and  handling.  [C14] 


b  Order  by  Phone,  Call  Toll-Free:  1-800-876-6556 


Q01 
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BY  LEA  GOLDMAN 

THE  REST  OF  THE  COUNTRY  WAS  PERHAPS 
too  distracted  by  the  fate  of  Elian  Gonzalez 
and  the  buzz  surrounding  CBS'  castaways 
to  take  much  notice.  But  the  maritime 
and  aviation  trade  magazines  were 
aflutter  last  May  when  then-Presi- 
dent Clinton  repealed  Selective  Availability,  a  secu- 
rity initiative  that  deliberately  degraded  satellite  sig- 
nals to  civilian  Global  Positioning  System  (GPS)  devices, 
These  handheld  units  help  hikers,  amateur  boaters, 
even  motorists  pinpoint  their  exact  position  by  re- 
ceiving signals  from  a  constellation  of  24  satellites 
in  orbit  around  the  Earth.  Or  "almost  exact" 
position.  The  military,  concerned  that  ter 
rorists  or  other  miscreants  might  profit 
from  having  cheap  and  perfect  ac- 
curacy, insisted  that  the  signals 
available  to  civilian  GPS  users 
be  made  deliberately  fuzzy. 

That  was  the  provision  the 
President  repealed.  Overnight,  civilian  GPS  accu 
racy,  off  by  about  100  meters,  increased  500%— 
accuracy  is  now  20  meters,  the  difference  between 
"lost"  and  "found." 

"I  just  kind  of  lay  awake  the  night  after  that  happened, 
thinking,  'God  there  must  be  something  we  could  do  with 
this,' "  says  David  Ulmer,  55,  a  Beaver 
Creek,  Ore.  computer  programmer 
and  avid  snowmobiler.  The  next 
morning  Ulmer  filled  a  white  plastic 
bucket  with  a  CD-ROM,  a  can  of 
T**V  beans,  a  slingshot,  a  $5  bill  and 
a  small  notepad,  stashing  it  in  a 
wooded  area  about  a  mile 
from  his  home.  He  retrieved  the 
coordinates  from  his  Lowrance  Glob- 
alMap  100  unit  and  posted  them  on  a 
newsgroup  for  GPS  fans,  inviting  would-be 
treasure  hunters  to  find  the  loot.  Within  days 
a  couple  of  scavengers  struck  gold.  Ulmer 
was  on  to  something.  By  last  summer  an 
"official"  Web  site  was  launched,  with 
Ulmer  and  his  pals  establishing  two  sim- 


PURSUITS  |  Attention,  wired  Blackbeards: 
There's  gold  in  them  thar  hills.  But  you'll  have  to  ditc 
the  crusty  map  and  standard-issue  compass  to  find 
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pie  rules  that  govern  the  game,  which  they'd  coined  'g 
caching.'  (One  rejected  moniker:  stash  hunting,  for 
vious  reasons.)  First,  if  you  take  something  fr 
the  cache,  you  have  to  leave  son 
thing  behind.  Second,  fine 
must  sign  a  logbook  ins 
every  trove,  an  old-sch 
ledger  of  these  New  i 
pirates.  Today  there  are 
estimated   7,000  g 
cachers  trolling  for  ! 
caches  buried  all  over  the  work 
far  away  as  Saudi  Arabia  and  > 
Zealand. 

The  num 
should  grow  ex] 
nentially  each  y^ 
thanks  to  the  Inter 
and  falling  prices  for  GPS  devi 
the  cheapest  of  which  runs  around  $100, 
than  the  cost  of  a  new  PalmPilot.  Souped-up  GPS  u: 
boast  enhanced  features  like  street  and  highway  gr 
city-specific  maps  (New  York  City's  includes  cartog 
phy  for  most  of  its  parks),  and  can  far  exceed  $300. 
The  game  is  deceptively  simple  to  play.  You  get  the 
coordinates,  plus  some  hints,  to  follow.  How 
hard  could  it  be?  Caches  are  rated  one  to  five 
stars,  according  to  difficulty  and  terrain. 
Some  require  hiking,  scaling  mountains, 
kayaking  down  rivers.  A  heavy  rain  in  a 
state  park  washes  out  a  road,  forcing 
cachers  to  find  alternate  routes.  Snowfall  ob- 
scures a  crevice  where  a  cache  is  discreetly  tucked. 
Animals  burrow  in  caves  where  caches  are  stowed.  C 
gested  cities  often  obscure  satellite  signals;  nature's  f 
abound. 

But  the  geocacher's  real  nemesis  is  human.  Park  ran; 
and  security  guards  sometimes  throw  caches  away,  misl 
ing  them  for  trash.  Occasionally  a  cache  is  illegally  stowec 
private  property.  Imagine  a  mother's  reaction  if  her  cl 
stumbled  upon  a  repurposed  box  of  ammo.  0 
reporter's  poking  around  in  front  of  the  New\ 
Public  Library  drew  attention  from  su 
cious  maintenance  crews  and  lingei 
police  officers.)  Stealth  is  critical. 
Though  geocaching  was  invented 
than  a  year  ago,  it  traces  its  roots  bac 
letterboxing,  a  quaint  English  sp 
dating  from  1854  in  which  contaii 


holding  rubber  stamps  were  buried 
throughout  the  countryside.  Clues  and 
compasses  directed  hunters,  with  the  re- 
ward being  another  inked  stamp  in  a 
personal  logbook.  Sounds  idyllic, 
^  but  hardly  as  heart-pounding  as 
■g&f^  paddling  down  the  swampy 
Florida  Everglades  without — 
egad! — cell  phone  service,  in  search  of  a 
bbermaid  box  crammed  with  bug  repellent  and  light 
pks.  "If  you  get  into  trouble  out  there,  you  are  on  your 
n,"  warns  that  cache's  creator. 

Buried  treasure,  palm-size  gizmos,  rugged  terrain.  What's 
t  for  a  kid  to  like?  Plenty,  as  it  turns  out.  Geocaching  so  far 
ilmost  exclusively  an  adult  pursuit,  partly  because  a  fancy 
S  requires  serious  ducats.  "Kids  are  more  into  the  basic  gad- 
s — cars  and  girls,"  laughs  Ulmer,  who  lent  a  spare  GPS  de- 
e  to  a  teenage  neighbor  only  to  have  him  abandon  the  thing 
Dgether.  Another  factor  is  the  solitary  nature  of  the  sport, 
;t  played  by  a  single  scavenger  with  a  penchant  for  both  the 
ernet  and  outdoors. 
What's  more,  the  booty  is  rarely  valu- 
ie.  Kitsch  rules  here,  with  caches  often 
itaining  little  more  than  trinkets,  post- 
ds  and  local  souvenirs.  The  "treasure" 
ried  in  Bolivia's  only  cache,  for  ex- 
pple,  are  matchbooks  and  em- 
ssed  stationery  from  the  Camino 
al  Hotel  in  the  capital,  La  Paz.  Try 
rstering  your  kid's  enthusiasm  for 
lidden  Tupperware  sheltering  the  same 
fkel-and-dime  junk  available  at  the  local  stop  n'  shop. 
The  real  prize?  Personal  gratification,  which  is  by  no  means 
tant.  One  geocacher  in  Kenya  merely  carved  a  message  on 
ree.  (Cachers  sign  an  online  logbook  afterward.)  "When 
j  find  the  stash,  please  take  a  knife  and  improve  the  letters 
ttle  by  carving  them  a  bit  deeper  to  keep  them  easily  visi- 
,"  writes  its  originator.  "But  then  I  don't  expect  this  stash  to 
found  all  too  often,  if  ever." 

So  far  most  of  the  caches  haven't  been  too  difficult  to 
d.  (For  one  in  Texas,  you  don't  even  have  to  leave  your  car.) 
at  should  change  as  more  get  in  on  the  act  and  the  level  of 
upetition  increases.  In  May,  in  fact,  the  young  sport  will 
oy  its  first-ever  tournament,  sponsored  by  credit  card  is- 
tx  MBNA.  While  the  hunt  coincides  with  an  equestrian 
;nt,  the  date  couldn't  be  more  auspicious:  a  year,  almost  to 
:  day,  since  Ulmer  buried  the  first  cache.  Over  the  course  of 
a  weekend  players  will  be  given  coordinates  for 
m     I  numerous  caches  that  grow  increasingly  more 
/  difficult  to  find.  The  winner  unearths  a  suitcase 
filled  with  $5,000  in  cash,  far  more  than 
Ulmer  had  in  mind  when  he  stuffed  a  bucket 
with  a  slingshot  and  a  can  of  beans  after  a 
night  of  fitful  sleep.  F 


I  Beyond  Buried  Treasure 

FORBES  caught  up  with  the  inven- 
tor of  geocaching,  David  Ulmer 
(left)  at  his  home  in  Beaver 
Creek,  Ore.,  where  we  found  him 
busy  dreaming  up  new  permuta- 
tions of  his  idea. 

Forbes:  What's  surprised  you  most, 
so  far,  about  the  way  geocaching  has  evolved? 

I've  been  surprised  to  see  how  willing  people  are  to  settle 
for  the  original  format  I  came  up  with.  I,  myself,  want  to  see 
more  variations. 
Like? 

A  virtual  stash.  Instead  of  finding  a  physical  cache,  you'd 
find  a  keyword  or  some  kind  of  clue.  My  original  goal  was 
to  get  people  to  visit  interesting  locations,  more  than  to 
have  them  find  goodies  in  a  box.  The  locations  could  be 
anything  wonderful— a  waterfall,  an  old  storefront,  a  statue 
of  Robert  E.  Lee.  I  call  these  "wonderts"— odd  little  things. 
I'd  like  to  see  the  game  evolve  so  that  people  are  led  to  a 
succession  of  wonderts.  You'd  be  able  to  download  a  whole 
group  of  them,  and  then  follow  from  one  to  another  until 
you  found  a  prize. 

How  do  you  feel  about  geocaching  "turning  pro,"  with  the  ad- 
vent of  such  corporate-sponsored  events  as  this  May's  mbna 
tournament  in  Atlanta? 

I'm  all  for  it.  I  wish  I  were  close  enough  to  go!  Five  thousand 
dollars?  That's  worth  a  try.  I  think  geocaching  has  big  com- 
mercial possibilities.  Right  now  there  are  only  about  I  million 
GPS  devices  in  use.  But  there  are  over  80  million  cell  phones, 
and  in  September  new  rules  will  call  for  the  addition  of  a  locat- 
ing capability.  When  you  call  911,  let's  say,  a  hospital  will  know 
from  the  phone's  coordinates  where  to  send  the  ambulance. 
It's  a  small  step  to  users  being  able  to  access  the  same  coordi- 
nates, meaning  80  million  people  will  be  carrying  around 
something  like  a  GPS.  At  that  point  the  market  for  "locator 
games"  could  really  take  off.  —Alan  Farnham 


Start  Digging 


For  more  information,  visit  www.geocaching.com. 

•  The  MBNA  Foxhall  Geocaching  Challenge 
is  May  3  to  6  in  Atlanta,  Ga. 

•  Visit  www.foxhallcup.com/geocache 
for  more  details  or  to  register. 

Recommended  GPS  devices: 

•  Magellan  Map  330  ($269)  www.magellangps.com. 

•  Garmin  Etrex  Vista  ($350)  www.garmin.com. 

•  Forbes  Best  of  The  Web  (Spring  2001)  ran  complete 
reviews  for  several  GPS  units.  Go  to 
www.forbesbest.com/0226/054.html. 
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SMALL  PACKAGES   /  TRAVEL 


1 


That's  Good  to  Know  Count  yourself  lucky  if  the  worst  travel  problems 

you've  encountered  are  a  broken  Amtrak  seat  or  a  three-hour  delay 
on  a  plane.  Next  trip,  you  might  not  be  so  fortunate.  On  the 
chance  that  what  awaits  you  is  the  worst,  you  should  prophylac- 
tically  peruse  this  entertaining  book,  The  Worst-Case  Scenario 
Survival  Handbook:  Travel  (Chronicle  Books,  $15).  Written  by 
Joshua  Piven  and  David  Borgenicht— the  same  duo  who  wrote 
last  year's  bestselling  Worst-Case  Scenario  Survival  Handbook— 
this  spinoff  draws  on  the  advice  of  counterterrorist  consultants, 
State  Department  officials,  the  U.S.  Army  and  even  exotic-creature 
specialists  (on  how  to  handle  a  scorpion  or  a  piranha).  The  danger  gurus  tell 
you  how  to  get  out  of  some  situations  you  might  imagine,  like  being  taken 
hostage  (expand  your  chest  as  they  tie  you  up,  then  exhale  when  they're  onto  the 
next  victim),  and  many  more  you  probably  cannot:  a  sandstorm  (coat  the  inside  of  your 
nostrils  with  petroleum  jelly)  or  how  to  stop  a  car  with  no  brakes  (look  for  an  uphill  road  or 
try  sidescraping  up  against  a  guardrail).  The  book  itself  can  become  a  lifesaver  of  sorts:  The 
authors  suggest  using  its  pages  in  lieu  of  toilet  paper,  "if  you're  really  in  a  jam."  —Nicole  Ridgway 


The  Sorrow 

and  the  Pity  Looks  like 

axed  dot-commers  won't  have  to  can- 
cel their  vacation  plans  quite  yet.  Man- 
hattan's newly  renovated  Metropolitan 
Hotel  is  offering  discount  rates  for 
guests  newly  pink-slipped.  Just  bring 
along  your  walking  papers,  and  you 
can  get  a  room  for  the  very  un-Man- 
hattan  price  of  $189.  Don't  spend  the 
night  alone,  throwing 
back  tallboys  in 
front  of  the  tube. 
Instead,  blow 
your  severance 
package  at  the 
hotel  bar,  which 
will  be  offering  its 
signature  drink,  the 
Sexy  Lexy— a  rosy  brew  of  vodka,  pink 
lemonade  and  Chambord— half  off. 
(Only  the  first  drink  is  reduced,  so 
don't  expect  to  drown  your  sorrows  so 
much  as  dampen  them.)  Not  only  will 
the  bartender  listen  sympathetically, 
he'll  provide  you  with  a  list  of  head- 
hunters  and  a  chance  to  win  a  free 
job-training  session.  Next  morning, 
you'll  find  the  latest  classifieds  (okay, 
a  newspaper)  outside  your  door.  So, 
book  before  you  leap.  For  info,  call 
866-638-7669.        -Brendan  Coffey 


Lardless  in  Las  Vegas 

Passengers  stewing  over  a  canceled  flight  at  Las 
Vegas'  McCarran  International  are  finding  a  healthy 
outlet  for  their  frustrations.  A  14,000-square-foot 
gym  in  the  terminal  lets  travelers  sweat  off  pounds 
that  otherwise  might  accumu- 
late during  a  long  layover.  For 
$25  the  gym,  called  24-Hour 
Fitness,  supplies  workout 
clothes,  including  sneakers. 
(Bring  your  own  gear  and  pay 
just  $15.)  The  full  range  of  ex- 
ercise equipment  is  available, 
including  treadmills  and  stair- 
climbers.  Gyms  for  the  waylaid 
have  also  opened  at  Chicago's 
O'Hare  and  Pittsburgh's  International.  What's  next? 
Aromatherapy  and  massage?  Travelers  already  get 
both  at  Singapore's  Changi  Airport.     —Lea  Goldman 


Hot  Foot  Tickf 

for  figure  skating  and  ice 
hockey  are  already  hard 
get  for  next  year's  Winte 
Olympic  Games  in  Salt  L; 
City.  But  space  is  still  av; 


able  for  the  Games'  most 
prestigious  event:  the  tor 
relay.  The  Salt  Lake  Orga 
nizing  Committee,  along 
with  sponsors  Coca-Cola 
and  Chevrolet,  is  seeking 
11,500  runners  to  bear  th 
storied  spark  along  a 
13,500  mile  route,  starti 
Dec.  4  in  Atlanta.  Six- 
minute  milers  won't  have 
preferment  here,  since  th 
committee  is  choosing  ru 
ners  based  solely  on  thei 
power  to  inspire.  Applica 
must  submit  a  50-to-l00 
word  essay  by  May  7  ex- 
plaining why  they  or  theii 
nominees  are  admirable. 
Those  selected  must  pay 
their  own  way  for  the  hor 
of  lugging  the  3-pound,  s 
ver  and  frosted-glass  wic 
To  apply,  visit  www 
saltlake2002.com. 


■>  Sp 


Virtual  Vows  If  you're  dreaming  of  a  destination  wedding  but  sarf- 
dened  at  having  to  leave  behind  Aunt  Mary  or  others  who  cannot  travel,  f^ke  hear 
The  Marriott  Frenchman's  Reef  Resort  in  St.  Thomas  offers  a  "Virtual  Weddirjg" 
package,  starting  with  e-mailed  invitations.  While  bride  and 
groom  exchange  their  vows  on  a  bluff  overlooking  the 
Caribbean,  homebound  guests  can  watch  online,  via  streaming 
video.  They  then  can  e-mail  good  wishes  to  an  electronic  guest 
book.  Marriott  also  can  set  up  a  Web  site  displaying  wedding 
pics.  Cost:  $500  to  $650,  added  to  the  cost  of  any  of  the  re- 
sort's four  real-world  packages  (priced  from  $550  to  $1,525). 
Just  hope  Aunt  Mary  doesn't  send  a  virtual  gift.  For  info,  call 
800-FOR-LOVE  or  visit  www.marriott.vi.         —Eileen  Glanton 
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No.  j  in  a  Series  from  Aaron  s  Sales  and  Leasi 


ng 


the  Pros  know. 


Aaron  s  Sales  and  Leasing  Average  Per  Store 


Annual 
Revenue 


$\  ,1  69,479 


Annual 
P  re-Tax 

Earnings 


$\  56,355 


For  franchise  information  call: 

1-866-756-3339 


<ffimns. 


SALES  &  LEASE  OWNERSHIP  For  Us$! 


Aaron  Rents,  Inc,  is  traded  on  NYSE  (RNT) 


"In  my  17  years  as  a 
mergers  &  acquisitions  pro, 
I  advised  serious  investors 
where  to  invest  their  money. 
When  it  came  time  to  invest 
my  own,  I  signed  with 
Aaron  s  to  open  nine  fran- 
chises. If  you  re  a  serious 
investor,  just  look  at  their 
numbers.  If  you  re  a  serious 
investor,  call  em." 


The  numbers  are  for  the  1999  calendar  year  and  are  based  on  company-owned  stores  open  at  least  two 
full  years  prior  to  January  1;  1999.See  our  Uniform  Franchise  Offering  Circular  for  more  details. Of  these  123 
stores,  53  (43%)  stores  had  higher  revenues;  66  (54%)  stores  had  higher  pre-tax  earnings,  and  47  (38%)  stores 
had  higher  revenues  and  higher  pre-tax  earnings. 

The  above  figures  are  actual.  However,  the  FTC  requires  us  to  include  the  following  statement  in  this  adver- 
tisement. CAUTION:  The  figures  are  only  estimates;there  is  no  assurance  that  you  II  do  as  well  If  you  rely  on 
our  figures,  you  must  accept  the  risk  of  not  doing  as  well. 


-Rohnn  Lampi 

Aaron  s  Sales 
&  Leasing 

®  2001  Aaron  Rents,  Inc. 
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Luxury  Yachting 


jfv  Rent  A  Greek 


£ruising  Palace 


And  sail 
among  the 
,000  Greek 
islands 


Established  In  1969 


THEN  YOu  CAN  SELECT  YOU  R  OWN 
ENVIRONMENT,  YOUR  OWN  SCENERY,  YOUR  OWN  ISLAND! 

Charter  a  motor  yacht,  motor  saile  r  or  sailing  yacht  (for  6  to  50  guests, 
from  50'  to  200'  and  $700  to  520,000  per  day  for  entire  yacht  with 
its  full  crew;  from  VALEF  YACHTS,  agents  for  the  largest  fleet 
of  crewed  yachts  for  charter  in  Greece. 

IT  COST'S  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 
BUT 

•  You  can  plan  your  own  itinerary  with  your  own  captain 
•  Your  food  with  your  own  chef 
•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 
to. .  .pamper  vou. 

VALEF  YACHTS  LTD 

International  Headquarters:  7254  Br  Rd.,  P.O.D.  ^85,  Ambler,  PA  19002  U.S.A. 
Tel:  (215)  611-1624  •  (215)  641-012}  •  (800)  22M8-15  •  Fax:  (215) '641-1746 
E-mail:  VALERaix.nctcorn.com  •  Website:  VALEFYACHTS.com 


Private  School 


Kents  Hill  School 


  '        -V  KM  .-7" 

.J  «  >  . 


Kents  Hill  School  is  a  coed  boarding  preparatory  school 
located  in  the  hills  of  Maine.  Grades  9  through  1 2,  PG. 
Visit  our  Web  Site  for  more  information. 

www.kentshill.org 
or  call  1-207-685-4914 


Charitable  Organization 


Help  support  Pediatric  AIDS  and  Breast 

Cancer  patients.  Cash  and  other  tax- 
deductible  donations  needed.  Non-profit. 
501(c)(3)  charity.  Toll-free  (866)  250-1959 

www.outoftheclosetinc.com 

outoflheclosetthriftstores@yahoo.com 


Out  of  the  Closet  Thrift  Stores 


Hair  Restoration 


The  Natural  Decision 


MEDICAL  HAIR 
RESTORATION" 

MORE  THAN  30  LOCATIONS  NATIONWIDE 

I  Call  for  a  Free  Video  &  Brochure 

11-888-889-7703 

medtcalhairrestoratron.com 


Shoes 


MEN:  BE  TALLER!! 


TIRED  OF  BEING 
SHORT?  TRY 
OUR  HEIGHT 
INCREASING 
SHOES  FOR 
MEN  UP  TO  3" 

TALLER.  OVER   

100  STYLES.  HIDDEN  HEIGHT  INCREASER. 
IN  BUSINESS  SINCE  1939.  MQNEYBACK 
GUARANTEE  CALL  OR  WRITE  TODAY  FOR 
FREE  CATALOG 
www.elevatorshoes.com 


ELEVATORS' 


0 


RICHLEE  SHOE  COMPANY.  DEPT  FB14 
P.O  BOX  3566.  FREDERICK,  MD  21705 


1-800-343-3810 


US,  UK&  France 


GQUIUO 


never  limit  your  options 


www.equilio.com 


Travel 


f  UNITED 

Business  Class  Airfares 

to  all  UA  Asia  Destinations 
(Unrestricted) 


Chisholm  Travel,  Inc. 


500  N.  Ooric  Street.  Oarage.  IL  60610 

800-631-2824 

bail  312  321  1800 
E-Mcil:  chisholrn@thisholmair.net 


Advertisement 


Printing 


PRINT 

C  mail 

fuiicc  postcards 


prof its 1 


e  create,  print  &  mail  full 
color  postcards  at  a  great 
price!  So  whether  you  need 
500,  a  million,  or  more 
starting  at  only  $95.  we  cant 
be  beat.  Just  send  us  your 
photo,  message,  logo  &  mailing 
list  —  we  do  the  rest! 

FREE  SAMPLES 

Visit  our  website  or  call  HOW 
for  i'our  postcard  kit! 


1-800-959-8365 

mode  r  n  postc  ara .  com 


Capital  Available 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  prival 
funds  available  for  expansion  ( 
projects  with  excellent  manage 
ment  and  growth  potential. 
ARBOC  INC. 561-627-71 10 
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Business  Opportunities 


incorporate  .com 


Franchising 


jgistered  agent  services 
S.  bank  accounts  opened 
bminee  director  services 
f la  ware  Incorporation  Handbook 
ware  Business  Incorporators,  Inc. 

bo. 423.2993 


Own YOUR  Own 
^FSHORE  BANK 

FREE  Report 

800-733-2191 


FFSHORE 


)m  parties 
inking 


£^Cards  Capital  Asset 

*  Management 

I)  710-0002     Free  Brochure 
sa/MC/Amex  www^tsetprotectioacom 


m  Your  Own  Casino 

it  us  set  you  up  as  the  owner  of 
tur  own  licensed  online  casino. 
100%  turnkey,  no  computer 
lerience  or  knowledge  required. 

Starting  at  $12,500. 
Call  888-999-4496 


IV  DIDN'T  I  THINK  OF  THAT 


it's  Ihe  response  we  hear  after  we 
lain  our  unique  and  exciting 
■ortunity.  If  you're  looking  for  a 
pie  business  with  HIGH  INCOME 
TENTIAL  and  absolutely  no 
msidc  let's  talk.  Investment 
uircd. 


all  1-800-675-6144 


VER  THREE  BILLIONS 


• 

I 

ft  Of  BUSINESSES  FOR  SALE  BY  OWNERS 
&jor  Manufacturing  to  Small  Retail  Shops 
*^  No  Cost  To  Review  Businesses 
ljp  To  Buy  or  Sell 

W  1  800-999  SALE • 1  972  980  9969 
www.gwbs.com 

IT  WESTERN  BUSINESS  SERVICES,  INC. 


NATIONWIDE 


targe  Your  Ad... 


5m 

'0"IE& 

mm 

BUSINESS 
PARTNER 


Ex-lawyer  needs  associates  to  offer 
unique  financial  services  to  make 
clients  lawsuit-proof.  All  the  local 
appointments  you  can  handle. 
State-of-the-art  marketing  tools. 
Huge  demand.  Extremely  high 
income  with  lifetime  residuals  in 

multi-billion  dollar  market. 
Candidates  must  be  bondable, 
have  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Profits. 
Complete  Training.  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675 


Wagering 


www.soopts-casino  bettina. 


Win  Big!  All  Pro  and  College  Sports, 
Blackjack,  Roulette,  Slots,  Poker,  Baccart, 
Ponies  and  more.  Come  break  the  bank! 


Financial  Services 


HEDGE  FUND 
MANAGERS 


/  www.stockjungle.com/bw! 


Legal  Services 


Asset  Protection 


Corporations.  Ltd.  Partnerships,  LLCs 
Offshore  Trusts,  Corps.,  Private  Banking 

•  Best  Jurisdictions  •  Maximum  Privacy 
•Tax  Savings  •  Estate  Planning 

Professional  '  Confidential 


Steven  Sears,  CPA  •  Attorney  at  Law 

714-544-0622  •  www.searsatty.com 


NOTHING  SUCCEEDS 
LIKE  SUCCESS! 


Be  a  part  ol  MAACO'S  UNPRECEDENTED  track  record  of  sums.  Our  mas\  successful 
franchise  owners  joined  our  family  from  various  careers  in  sales,  management  and  business, 
with  no  previous  automotive  experience.  We  have  sites  available 
I  throughout  the  United  States.  Minimum  $65k  required. 

Our  concept  is  unchallenged 
We  have  over  28  years  of  experience  behind  us 
(beck  tut  hie  success  of  m  owners,  md  take  o  real  look  of  M/WCflf 


ks^s 

Hi 


Visit  our  website  at 

www.fran(hise.maa<o.<om 

800-296-2226 


Dali  Prints 


RARE  DALI  PRINTS 

If  you  own,  or  are  considering  the  purchase 
of  a  Salvador  Dali  print.... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Each  print  is  fully 
documented  by  Albert  Field,  curator  of  the 
Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  "Salvador  Dali:  A 
Retrospective  of  Master  Prints,"  is  a  must 
for  anyone  interested  in  works  signed  by 
Dali.  Call  now  and  we  will  rush  you  a  free 
copy  of  "The  SalvadorDali  Collector's 
Newsletter".  ($15  per  issue) 

l-(800)  275-3254 

ask  for  Dept.  FM 

hllp://w»  wdaligallcry.com  •  FAX  310-454-2090 
BOM  Fine  An  •  15332  Anuuch  St,  *  MIX  Pacific  Palisades,  CA  91)272 
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To  aoVertise  in  this  section  call  561-686 


Ue   Open  Doors... 

balancing   work   and  home. 

As  one  of  Ore  woricfs  largest  financial  institutions  and  a  leader  in  trie  secondary  r 
market  Freddie  Mac  has  opened  the  door  fa  rmAons  of  homeowners  Now.  we  wan 
dre  door  for  you. 

At  Freddie  Mac  vveVe  fostered  an  environment  where  as  employees  feel  valued,  respe 
able  to  contribute  to  ther  fullest  potential  WeYe  detenmjned  to  satisfy  the  interests  of 
workforce  and  to  provide  you  the  opporturny  to  reach  your  goals  At  Fredde  Mac  c 
about  the  pcvvwrjftf^irxtoXial  and  the  beief^  makes  u 


We  seek  professionals 

•  Sr.  Portfolio  Director  II 

•  Manager  Fnancal  Systems 

•  Sr  Business  Analyst  II 

•  Project  Manager  I  &  II 

•  Portfolio  Manager 

•  Sr.  EDP  Auditor 

•  Sr  Financial  Auditor 

•  Regulatory  Attorney 

•  Mortgage  Law  Attorney 


in  the  following: 

Executrve  Legal  Assistant 
Manager.  Tax 
Research  &  Compliance 
Principal  Tax  Accountant 
Compensation  Consultant 
Senior  Examiner 
Head  Trader 
Manager.  Asset  Analysis 
Sr  Financial  Analyst  I 
Business  Analyst 


•  Assistant  Genen 
Counsel  (Corp. ' 

■  Manager.  Corpo 
Accounting 

•  Financial  Analys 

■  Change  Manag< 
Sr  Business  An 
Project  Manage 

■  Commercial 
Real  Estate  Aru 


Freddie  Mac  offers  a  compeorjve  salary  and  a  flexible  benefits  package  inducing  a  40i{K 
ness  centet  cafeteria,  business  casual  dress,  near-site  chid  care  and  a  range  of  other  ber 
can  be  tailored  to  fit  your  needs  Additional^  our  employees  can  choose  from  nearly  7 
Mac  -  sponsored  programs,  partnerships  and  projects  in  which  to  get  invoked. 

Please  forward  your  resume,  cover  letter,  and  salary  requirements  rxJcatng  area|s)  pit 

of  interest  to  Freddie  Mac  FAX.  (703)  9 1 8-8403.  or  appy  through  our  website 

at  www  freddiemaccom  with  Attn:  FB040 1  on  ad  correspondence   

vW  are  proud  to  De  an  equal  opportunity  employer   

committed  to  diversity  in  our  workforce   


www.freddiemac.coni 


Who  would  have  thought  sticking  to  a  visioi 
would  ultimately  land  us  on  the  Forbes  200 


(We  can  think  of  about  1000  folks,  just  for  starters. 


■AFC 

ADVANCED  FIBRE  COMMUNICATIONS 


Comprised  of  nearly  1000  visionaries,  AFC  prides  itself  on  its  innovative  culture  -  a'culture  that  encourages  risk  taking  and 
focused  on  expanding  broadband  services  to  all  reaches  of  the  globe.  Imagine  what  you  could  do  with  us. 


see  yourself  at  one  destinath 

www.afc.co 


For 


more  career  opportunities  -  visit  BestJobsUSA.com 


May  Department  Stores  Company 


i  v  e  r  s  i  t  y 

At  MAY,  it  means... 
differences  are  valued 
talent  flourishes 
goals  are  understood 
determination  prevails 
dreams  of  success 
become  reality 

www.maycompany.com 


LORD  &  TAYLOR 

HECHT'S 
STRAWBRIDGE'S 

FOLEY'S 
ROBINSONS-MAY 
FILENE'S 
KAUFMANN'S 
FAMOUS-BARR 
L.S.  AYRES 
THE  JONES  STORE 
MEIER  &  FRANK 

ZCMI 
DAVID'S  BRIDAL 


ni|)Uii]i'!ii  lv  \  lfw 


Best)obsUSA.com 


A  hrbts  500  Firm, 
Owmis  t  Minor  It  the 
nation'*  lending 
distributor  of  brand  Ram* 
mtdkal/surgicol  supplies, 
and  a  top-ranked  supply 
chain  managtftiMt  company. 
Wc'r*  hiring  people 
who  want  to 

GROW 

as  quickly  as  we  are. 
If  you're  a  talented, 
dedkated  professional 
who  wants  to  make 
a  red  contribution  in  a 
progressive  environment 
and  who  can  think 
out  of  the  box, 
give  us  a  call. 


Owcm&Minor 


We're  looking  loi  people  with 
.  experience  in:. 


An  Equal  Opportunity, 
Affirmative  Action  emphyet 


Distribution  Management 

Logistics 

Surgical  Sales 


As  on  Owens  &  Minor  teammate,  you'll 
enjoy  a  casual  dress  code  along  with  excellent 
salary  and  benefits  including  medical,  dental, 
401  (k),  and  slock  puicliase  plan. 

For  coiisideiatioii,  submit  youi 

resume  and  salary  history  to: 

Owens  &  Minor,  Inc., 

Attn:  Staffing  Department, 

4800  Cox  Road,  Glen  Allen,  VA  23060. 

FAX:  804-/67-8589, 

e-mail :  amilyittywens-Minor.  com 

www.dwens-minoi.com 


To  advertise  in  this  section  call  561-686-< 


Leading  Edge  Today 
Best  Practice  Tomorro 


At  Butler  Technology  Solutions  we  are  til 

today's  leading  technologies  into  tomorrow's  be 
lutions. 

To  be  part  of  our  team  you  must  be  passionate 
helping  world-class  companies  apply  leading  edge 
nologies  to  solve  complex  business  problems. 
We  are  looking  for  Project  Leaders,  Data  Archi 
Business  Analysts  and  technology  experts  who  c. 
liver  practical  solutions  through  our  practices  in 

•  Customer  Relationship  Management 

•  Quality  Assurance  and  Testing 

•  Network  and  Security  Engineering 

•  Business  Intelligence 

•  Enterprise  Information  Portal 

•  Staff  Augmentation 

Butler  Technology  Solutions  is  a  division  of  Butl 
ternational,  a  recognized  leader  of  high  quality  p 
sional  services  for  the  Fortune  2000  companies. 
For  open  positions,  call  Michelle  McMahan  at  I 
241-6220  ext  317  or  visit  our  Web  site  at 


WWW 

BUTLEC?M 


BUTLER  TECHNOLOGY  SOLUTIONS 

EOE.  M/F, 


Allegheny  Energy  -  a  tradition  of  excellence, 
a  future  of  limitless  possibilities 


inergue 

Your 

Career 


f\  jfe      Be  a  part  of  a  team  that  breaks 

new  ground,  creates  innovative 
solutions,  improves  efficiencies, 
and  provides  a  competitive 
edge  in  today's  rapidly 
:  changing  energy  and  telecommunications 

industries.  Our  success  is  built  on  a  tradition  of 
excellence  and  enhanced  by  our  vision  of  a  future  of 
limitless  possibilities.  At  Allegheny  Energy,  we  foster  a 
work  environment  that  is  challenging,  exciting,  and 
rewarding  with  a  strong  focus  on  teamwork  and  diversity. 
Allegheny  offers  a  competitive,  flexible  benefit  package 
providing  medical,  dental,  and  life  insurances  401  (k)  plan; 
education  reimbursement;  work-life  programs;  and  much 
more. 

If  you're  ready  to  energize  your  career,  visit  us  at 
www.alleghenyenerav.com. 


A 


Vllcghcny  Energy 


Af\  equal  opportunity/affirmative  action  employer 
driven  to  success  through  the  diversity  of  our  workforce 


Climb 

of  your 


Life 


Get  ready  to  go  places  you've  never  been. 

At  McLeodUSA  you  can  chart  your  own  course  f 
success.  We're  looking  for  people  who  are  eager 
to  grow  individually  and  as  team  players,  people 
who  exhibit  passion  in  their  lives  and  their  work 
people  who  enjoy  building  relationships  with  ou 
customers  and  fellow  employees,  people  ready  I 
scale  the  mountain  of  success. 

We're  an  integrated  communications  provider  to 
business  and  residential  customers  in  21  states. 
Join  us  and  find  out  how  you  can  keep  climbing 

Visit  our  website  at 
www.mcleodusa.com 


cLeodUSA 


For  more  career  opportunities  -  visit  BestJobsUSA.com 


To  advertise  in  this  section  call  561-686-6800 


/ith  JobOptions'  Real  Resume  Privacy™  feature,  you  can  keep  tabs  on  the  job 
larket  while  staying  anonymous.  Employers  can  evaluate  you  based  on  your 
<ills  and  qualifications— no  one  sees  your  resume  until  you  say  so. 

o,  post  your  resume  privately  on  JobOptions.com  today.  Don't  let 
our  dream  job  pass  you  by. 


NETWORK 

www.JobOptions.com 


^novation 


"making  the  latest  and 
greatest  even  better. " 

Exactly  what  we  do.  Every  day. 

For  the  talented  bunch  of  designers, 
programmers,  accountants,  assistants 
and  engineers  who  work  here,  innovation 
brings  an  opportunfty  to  improve  upon  the 
ultimate.  To  take  creativity  one... no.  two  steps 
further.  And  having  the  freedom  to  do  so. 


RCA 


PRINC1PAL/SR./ MEMBER  -  NETWORKING  (PRINCETON,  NJ)  0142  Successful  candidates  must  have 
an  MS  in  electrical  and/or  computer  engineering;  Ph.D.  preferred.  Candidates  must  have  conducted  research  and 
preferably  participated  in  standardization  activities  of  Interne!  protocols.  Should  have  a  detailed  knowledge  of  lpv4,  Ipv6, 
QoS  on  trie  Internet,  and  ATM  protocols.  Systems  design  expertise  desirable.  Must  be  a  self-starter  and  capable  of 
setting  research  directions  for  new  technologies  relating  to  streaming  applications  on  the  Internet.  General  knowledge 
of  communication  systems  design  and  compression  technologies  for  audio  and  video  compression  is  desired. 

STRUCTURAL  SIMULATION  ENGINEER  0843  Successful  candidates  must  have  an  MS  or  Ph.D.  in  mechanical 
engineering  specializing  in  solid  mechanics  and/or  dynamics  along  with  a  minimum  3  years'  experience  conducting 
stress/dynamic/acoustic  finite  element  analysis  for  electronics  industry  (consumer  electronics  experience  preferred). 
Should  have  knowledge  of  experimental  methods  Experience  using  IDEAS  (SDRQ  software  and  working  in  a  product 
development  environment  is  preferred.  Good  communication  skills  are  a  must. 

PROGRAM  MANAGER,  IMAGING  PRODUCTS  0286  Successful  candidates  must  have  a  BS  in  engineering 
or  related  field  along  with  five  plus  years  of  prior  product  development  and/or  program  management  of  consumer 
electronics  products.  Experience  working  with  finished  goods  and  component  suppliers  is  desired.  Knowledge  of 
product  development  and  distribution  cycles  of  consumer  electronics  products  is  required.  Working  knowledge  of 
camera  and  camcorder  design  is  a  critical  qualification. 

USER  RESEARCH  MANAGER  0856  Successful  candidates  should  possess  an  advanced  degree  (preferred)  in 
psychology,  sociology,  or  anthropology,  specializing  in  consumer  research  and  testing  methodologies,  along  with  one  to 
three  years  of  experience  in  the  field  of  behavioral  research  in  either  a  corporate,  consultant,  or  academic  environment. 
Strong  project  management  and  team  leadership  skills  required.  Excellent  communication  skills  are  necessary  to 
communicate  research  activities  within  Thomson  and  to  external  parties.  Must  have  demonstrated  ability  to  take  the 
initiative,  pursue  objectives,  and  accept  appropriate  responsibilities  with  limited  management  guidance. 

SOFTWARE  ENGINEER  0702  Successful  candidates  should  possess  an  MSEE/Ph.D.  and  three  to  tive  years' 
experience.  Individual  should  have  experience  with  embedded  RISC  processors,  C++  code,  and  object-oriented  analysis 
and  design.  Knowledge  of  assembler  based  coding  for  non-embedded  applications  involving  either  8051 , 68HC05,  or 
68HC1 1  type  processor  is  essential.  Prior  experience  in  user  interlace  definition,  RF  and  data  link  management,  Caller 
ID  Interface,  telephone  call  routing  protocols,  and  modem  control  Interface/protocols  for  RF  telecommunication  products 
highly  desirable. 

THOMSON  multimedia,  manufacturer  of  RCA,  PROSCAN,  and  GE  consumer  electronics,  offers  a  competitive  salary  and 
benefits  package,  as  well  as  the  opportunity  to  engage  your  talents  In  an  environment  of  cutting-edge  technology  and 
no-holds-barred  thinking  For  immediate  consideration,  please  send  your  resume  and  salary  requirements,  In  confidence 

to:  Staffing,  Job  #  FO,  THOMSON  multimedia,  INH110,  P.O.  Box  1976,  Indianapolis,  IN  46206-1976. 

Fax:  (317)  587-6762.  E-mail:  jODopps@tce.com,  or  visit  thomson-multimedia.com  FOE  M/F/D/V 
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THOMSON  media 

www.thomson-multimedia.corn 
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Small  Openings. 
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Big  Opportunities. 


This  space,  no  bigger  than  a  fingertip,  symbolizes  big  opportunities  at  Boston  Scientific.  As  the  world  leader  in  minimal!) 
invasive  medical  devices,  our  10.000  products  help  patients  walk  away  from  procedures  that  once  required  months  of  recover). 
You'll  face  exciting  challenges  at  a  S3  billion  company  that  still  acts  and  thinks  like  a  start  up. 

We  have  openings  across  the  U.S.  in  the  following  professional  areas: 


Clinical  Studies 
Manufacturing 


Regulatory  Affairs  •  Engineering 
Finance   •   Human  Resources 


Marketing 


To  explore  our  openings  further,  visit  us  at  our  website:  WWW.bSCi.COm/hr 

To  see  if  our  openings  fit  you.  visit  Boston  Scientific  online.  Or  e-mail  your  resume 
(text  format  no  attachments)  to:  careers@bsci.com. 


California  Florida  Indiana  New  York 
Minnesota       New  Jersey  Massachusetts 


0BostonP 

ocientinc 

www.bsci.com/hr 

Boston  Scientific  is  an  equal  opporTunm  employer  M/F/DA 


Lefs  look  at  your  career  from 
a  whole  new  angle. 


At  hirst  Data,  we  move  the  world's 
money,  we  touch  lives  all  over  the 
planet,  and  we  work  bard  to  make 
sure  our  employees  love  what  they 
do.  Right  now,  we'd  like  to  make 
yon  happy  in  one  of  our  exciting 
career  opportunities. 


We're  looking  for  people  just  like  you. 

To  learn  more  about  jobs  available 
with  First  Data,  visit  us  at  our  Web 
site.  EOE. 


WWW.  firstdatacorp.com 
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To  advertise  in  this  section  call  561-686-6800 


Ernst  &  Young,  you  won't  miss  important  meetings. 

ed  of  missing  sports  day?  Fed  up  with  making  ex- 
ses?  We  know  how  that  feels. 

at's  why  we  developed  our  Work/Life  Balance  initia- 
3S.  They  are  designed  to  help  you  meet  your  commit- 
;nts  to  your  career  and  your  commitments  to  your 
nily.  From  flexible  working  arrangements  to  on-site 
ildcare,  our  Work/Life  Balance  initiatives  help  you  pur- 
e  your  career  ambitions  without  compromising  your 
me  life. 

ill  for  an  interview  -  if  you  need  to  pick  up  your  kids,  let 
know  and  we'll  fix  a  sensible  time.  Call  our  recruiting 
im  at  1  -800-252-2993.  Or  visit  us  at  www.ey.com 


s!l  Ernst  &  Young 


From  thought  to  finish 


Unopposed  and 
virtually  without  equal, 
Amdocs,  the  world 
leader  in  telecom 
software  solutions,  is 
moving  toward  the 
future  with  a  focus  on 
finer  things  -  people. 
Here,  our  professionals 
with  a  wide  range  of 
technical  expertise  are 
putting  their  knowledge 
to  work  in  providing 
customers  with  leading- 
edge  solutions  and 
support.  By  offering  an 
environment  that's 
professionally 
rewarding  and 
personally  satisfying, 
Amdocs  is  strengthening 
client  relationships  and 
the  ones  with  our 
employees  as  well. 
Named  #12  in  Business 
Week  Top  100  IT 
Companies. 

At  Amdocs.  we'd  like  our 
next  growth  story  to 
include  you.  We  offer 
competitive  salaries, 
excellent  benefits,  and 
the  open-ended 
opportunities  of  a 
global  success  story. 
Qualified  candidates 
should  forward  a 
resume,  indicating  job 
code,  to:  Amdocs,  1390 
Timberlake  Manor 
Parkway,  Chesterfield, 
MO  63017-6041 
or  email: 

stlrecco@amdocs.com 


Amdocs 

www.amdocs.com 


Positions  available  in  over  30 
U.S.  locations 

Sales  Executive 

At  least  3  to  5  years  proven  record  of  success  selling  complex 
software  solutions  and  services  to  senior-level  decision  makers. 
You  will  be  supported  by  a  team  of  industry-leading 
technologists  to  craft  bid- winning  solutions.  Experience  selling 
enterprise  systems,  consulting  services,  particularly  in  the 
communications  vertical,  will  jump-start  your  road  to  success. 
Job  Code:  SU-SE 

Project  Manager 

Manage  a  Software  Development  Team  throughout  the 
development  process.  Lead  projects  during  system  analysis 
need  definition  and  solutions  development.  Translate 
requirements  into  Project  Action  Plan  for  dissemination  to 
projectteams.  Requires6to8years  experience. 
Job  Code:  STL-PM 

Project  Leader 

Lead  a  team  of  7-10  programmers  and  team  leaders  in 
development  and  customization  of  communication  business 
applications.  Experience  in  MAF  application,  knowledge  of  RBMS. 
data  layer  and  COBOL  is  preferred  as  well  as  project  lead 
experience.  Knowledge  of  C,  UNIX  sheB  scripting,  SQL,  Oracle  and 
Windows  is  required.  Job  Cade:  STl-H 

Team  Leader 

Lead  a  development  team  of  3  -4  programmers  and  take  charge 
of  development  tasks  in  a  UNIX  environment.  Experience  in  MAF 
application,  knowledge  of  RBMS,  data  layer  and  COBOL  is 
preferred  as  well  as  team  leading  experience.  Knowledge  of  C, 
UNIX  shell  scripting,  SQL,  Oracle  and  Windows  is  required. 
Job  Code:  STL-Tl 

Programmer 

Work  as  a  member  of  a  programming  team  who  designs,  codes 
and  tests  software  solutions.  Primary  focus  will  be 
programming  modules  and  objects  that  are  elements  of  larger 
application  programs.  Candidate  should  have  a  strong 
background  of  developing  in  a  UNIX  environment. 
PowerbuiWer,  Java  or  COBOL  required.  Experience  with  RDBMS 
a  plus.  Job  Code:  STl-P 

Orade  DBA 

Develop,  schedule  and  monitor  execution  for  managing  space 
requirements  optimizing  performance.administering  security, 
designing  back-up  and  recovery  procedures  in  Oracle  databases 
and  applications.  Work  closely  with  programmers  on  design 
and  tuning  issues.  Develop  and  implement  methods  for 
delivering  and  maintaining  high  service  levels  of  the 
development  and  production  environments.  Plan  database 
expansion  to  meet  increasing  performance  demands. 
Job  Code:  SU-DBA 

UNIX  Administrator 

Install  and  maintain  UNIX  hardware  and  software.  Set 
procedures  and  policies  that  provide  and  allow  for  productive 
business  practices  and  dynamic  configuration  changes. 
Prioritize  system  tasks  and  resources  in  effort  to  provide  top 
performance,  resource  usage  and  security.  Work  with  end-users 
providing  support  and  environment  setup  consultation. 
Job  Code:  STL-UA 
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To  aoVertise  in  this  section  call  561-686 


Best)obsUSA.com 


SERVE  MILLIONS  OF  CUSTOMERS. 
DEVOTE  TIME  TO  COMMUNITY. 
TAKE  CARE  OF  THE  ENVIRONMENT. 


AND  THAT'S  JUST  MONDAY. 

At  KeySpan,  we  started  out  delivering  clean,  dependable  energy  to  our 
customers.  Before  we  knew  it,  we  became  involved  in  the  communities  we 
serve.  As  environmental  concerns  grew,  so  did  our  dedication  to  providing 
solutions  to  them.  Today,  we're  continuing  to  find  innovative  ways  to  meet 
the  challenges  of  the  next  millennium.  Sound  like  a  lot?  To  the  people  of 
KeySpan,  it's  all  in  a  day's  work. 


Send  resume  to  employment@keyspanenergy.com.  Refer  to  Code  FM. 


For  more  career  opportunities  -  visit  BestJobsUSA.com 


Post  Your  Jobs  on 
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e  Executive  Career  Site  from  THE  WALL  STREET  JOURNAL. 

Executives,  managers,  and  professionals  who  read  draws  the  strongest  resumes  from  both  active  and 

The  Wall  Street  Journal  know  where  to  look  for  top  passive  candidates.  And  for  you,  that  means  you 

job  opportunities:  CareerJournal.com.  Because  can  find  highly  qualified  new  hires  faster.  So  use 

CareerJournal.com  has  all  sorts  of  useful  tools  to  the  best  tool  of  the  trade  to  fill  your  managerial 

keep  them  coming  back.  Like  salary  surveys,  in-depth  ranks.  Post  your  jobs  on  CareerJournal.com,  the 

advice  columns,  and  the  Web's  most  confidential  only  executive  job  site  from  The  Wall  Street  Journal. 
resume  database.  That  means  CareerJournal.com 


To  find  out  more,  please  visit  CareerJournal.com.  Or  call  our  Sales  Manager,  Bradley  Richardson,  at  214-640-7890. 


©  CareerJournal.com 

/-»THE  WALL  STREET  JOURNAL. 

ones  &  Company,  Inc.  All  rights  reserved 
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"THEY  SAID 
IT  WASN'T  POSSIBLE... 
OUR  PEOPLE 
MADE  IT  HAPPEN." 


Fred  Hassan,  Chairman  and  CEO,  Pharmacia  Corpd, 


W  For  some  special  people,  how  they  wo 

as  important  as  what  they  actual! 
If  this  describes  you,  Pharmacia  could  make  a  difference  in  youi 

Just  over  a  year  ago  we  announced  our  new  com 
along  with  our  new  ambition:  to  become  a  top  tier  perfo 

At  the  time,  the  skeptics  were  many.  But  from  that  moment,  we  have 
convinced  that  HOW  we  work  will  define  our  success.  So  we  are  building  a  culture  of  partnei 

We  emphasize  partnering  across  all  units  and  geograf 
Encouraging  all  our  people  to  think  strategically  -  a  mindset  of  continuous  improvei 

and  exceptional  innovation  for  health  and  well 

We  believe  our  culture  on  the  inside  is  exactly  what  will  make  our  partnerships  on  the  outside  so  st 
Our  partnerships  with  caregivers,  physicians  and  customers  will  be  real.  Because  we  know  that  it  begins  with  liste 
and  ends  with  trust.  Buiiding  trust  between  our  people.  Building  trust  with  the  people  who  count  c 

Our  earnings  growth  has  put  us  in  the  first  tier  of  our  industry,  but  we  know  our  future  is  only  as  bright  as  our  pe 
Attracting  talented  people  who  share  both  our  goals  and  our  way  of  working  will  be  a  foundation  for  our  sue 

For  a  complete  list  of  career  opportunities  available  at  Pharm 
please  log  on  to  our  website,  www.pharmacia 


www.pharmacia.com 

62001  Pharmacia  Corporation,  all  rights  reserved 
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I   We're  in  the 

business 


putting  smiies 

ontaces 


> 

oviding  great  entertainment  for  the  young,  and  the  young  at  heart,  is  our  mission.  Making  them  laugh,  share, 
sarn  and  have  fun  is  our  vision. 

lasbro  is  a  worldwide  leader  in  children's  and  family  leisure  time  and  entertainment  products  and  services, 
icluding  the  design,  manufacture  and  marketing  of  games  and  toys  ranging  from  traditional  to  high-tech.  At 
lasbro,  we  realize  that  it  takes  very  special  people,  with  very  different  perspectives  to  achieve  our  goal  of 
roviding  the  highest  quality  and  most  recognizable  entertainment  and  lifestyle  products  in  the  world. That's 
'hy  we  value  individuality.  Simply  put,  it  fosters  creativity. 

you  think  you  might  enjoy  working  at  a  company  that  wants  you  to  think  and  feel  like  a  kid  -  charged  up  with 
nergy  and  full  of  ideas  -  Hasbro  is  the  place  for  you. 

fisit  our  website  at 

www.hasbro.com 

lasbro,  Inc.  is  an  Equal  Opportunity/Affirmative  Action 
mployer,  committed  to  workforce  diversity. 
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THOUGHTS 

On  the  Business  of  Life 


Analysts  have  been  interring  the  movie  industry  almost  since  its  birth.  The  funeral 
choir  was  enormous  after  TV  took  wing,  and  swelled  again  as  tapes  and  tape  players 
swept  the  world  aerials.  Ditto  when  cable  snaked  through  the  streets  and  bounced 
around  the  world  from  satellites.  Yet  last  year  movie  box  office  revenue  was  among  the  greatest  ever. 
Only  bad  movies  can  kill  the  movie  business.  Great  movies  will  always  pack  'em  in.  So  long  as  the 


world  turns,  though,  so  will  movie  reels. 


A  film  is  a  petrified  fountain 
of  thought. 

— JEAN  COCTEAU 


Every  two  or  three  years  I  knock  off 
for  a  while.  That  way  I'm  constantly 
the  new  girl  in  the  whorehouse. 

—ROBERT  MITCHUM 


All  you  need  for  a  movie 
is  a  gun  and  a  girl. 

—JEAN-LUC  GODARD 


In  Hollywood,  all  the  women  are 
peaches.  It  makes  one  long  for 
an  apple  occasionally. 

—SOMERSET  MAUGHAM 


A  wide  screen  just  makes  a  bad  film 
twice  as  bad. 

—SAMUEL  GOLDWYN 


We  must  get  into  the  picture 
business.  This  is  a  new  industry 
and  a  gold  mine.  It  looks  like  another 
telephone  industry. 

—JOE  KENNEDY 


An  actor  is  never  so  great  as  when 
he  reminds  you  of  an  animal — 
falling  like  a  cat,  lying  like  a  dog, 
moving  like  a  fox. 

—FRANCOIS  TRUFFAUT 


/  am  a  typed  director.  If  I  made 
Cinderella,  the  audience  woidd 
immediately  be  looking 
for  a  body  in  the  coach. 

—ALFRED  HITCHCOCK 


It's  easy  to  direct  while  acting — 
there's  one  less  person  to  argue  with. 

—ROMAN  POLANSKI 


/  like  the  old  masters,  by  which  I  mean 
John  Ford,  John  Ford  and  John  Ford. 

—ORSON  WELLES 


Anything  but  Beethoven. 
Nobody  wants  to  see  a  movie 
about  a  blind  composer. 

—JACK  WARNER 


— MALCOLM  S.  FORBES  (1987) 


The  cinema,  like  the  detective  story, 
makes  it  possible  to  experience  withoi 
danger  all  the  excitement,  passion  am 
desirousness  that  must  be  repressed 
in  a  humanitarian  ordering  of  life. 

—CARL  JU 


No  art  passes  our  conscience 
in  the  way  film  does,  and  goes 
directly  to  our  feelings,  deep  down 
into  the  dark  rooms  of  our  souls. 

— INGMAR  BERGM 


One  of  the  joys  of  going  to  the  movies 

was  that  it  was  trashy, 

and  we  should  never  lose  that. 

—OLIVER  STC 


A  Text... 

Pleasant  words  are  as  a  honey- 
comb, sweet  to  the  soul, 
and  health  to  the  bones. 

—PROVERBS  If 

Sent  in  by  Mrs.  John  R.  White,  Terre  Ha 
Ind.  What's  your  favorite  text?  The  Forbes  I 
of  Quotations:  Thoughts  on  the  Business  of 
is  given  to  senders  of  Bible  texts  used. 


More  than  14,000  "Thoughts,"  arranged  alphabetica 
subject,  are  available  in  a  900-page,  one-vo 
deluxe  edition,  The  Forbes  Book  of  Quotations:  Thougl 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  shi[ 
and  $1  per  item  for  handling  (add  applicable  sales 
To  order,  please  call  toll-free,  1-800-876-6556. 


April  16,  2001  •  Volume  167  •  Number  9  FORBES  (ISSN  0015  6914)  is  published  biweekly,  with  four  special  issues  in  spring,  summer,  fall  and  winter,  with  a  special  issue  in 
and  an  additional  issue  the  second  week  of  October,  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y.  1001 1.  Periodicals  postage  paid  at  New  York,  N.Y.  and  at  additional  mailing  offices.  Can; 
Agreement  No.  451029.  GST  #  12576  9513  SUBSCRIBERS:  If  the  postal  services  alert  us  that  your  magazine  is  undeliverable,  we  have  no  further  obligation  unless  we  receive  a  corrected  ad 
within  two  years.  RT.  POSTMASTER:  Send  address  changes  to  Forbes  Subscriber  Service,  P.O.  Box  5471,  Harlan,  IA  5 1 593-0971.  MAILING  LIST:  We  make  a  portion  of  our  mailing  list  avai 
to  reputable  firms.  If  you  prefer  that  we  not  include  your  name,  please  write  us.  Copyright  ©  2001  Forbes  Inc.  All  rights  reserved.  Title  is  protected  through  a  trademark  registered  with  the 
Patent  Office. 
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TheNewQ.com/340horsepowerV8 

A  performance-bred,  4.5-liter  V8  engine.  0-60  rnph  in  an  exhilarating  5.9  seconds' 
The  most  powerful  V8  in  its  class."  The  Q45  is  quick.  By  anyone's  standard. 


yourself  succeeding 
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June  30,  2000 
9:31  AM 

Investor: 


Fidelity  Rep: 
Investor: 
Fidelity  Rep: 

Investor: 
Fidelity  Rep: 


Investor: 
Fidelity  Rep: 
Investor: 


Thi  Linh  Wernau 

Fidelity  Investments 
Representative 


I've  been  working  really  hard  lately.  I  have  a 
number  of  investments  in  a  couple  of  different 
places.  IRAs.  401  (k)s.  Stocks... mutual  funds... I  feel 
like  I  need  to  organize  and  consolidate — you 
should  see  my  mailbox  at  the  end  of  the  month. 

That's  not  an  uncommon  problem... I'm  sure 
you  know. 

Well,  mostly,  I  want  to  know  I'm  doing  the  right 
thing. ..for  me. ..I  mean. 

Sure. ..it  sounds  like  we  need  to  sit  down. ..take 
a  look  at  your  current  investments... whatever 
you  have. 

That's  what  I  was  counting  on. 

Fidelity  has  some  of  the  most  comprehensive 
planning  tools  in  the  industry.  I'm  sure  we 
can  help  you  get  a  better  picture  of  all  your 
investments,  from  Fidelity  and  other  places, 
and  then  set  up  a  strong  plan  moving  forward. 

You  should  know. ..I'm  not  terribly  organized... 

That's  okay.  You  will  be  when  we're  finished. 

Beautiful.  This  is  exactly  what  I  need. 


Fidelity 


Investments9 


1-800-FIDELITY  Fidelity.com 


Dramatization,  may  not  be  representative  of  actual  individuals  or  the  experience  of  actual  customers.  Investment  returns  may  vary. 
Fidelity  Brokerage  Services,  Member  NYSE,  SIPC. 
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THE  VISITORS  FROM  A  PARALLEL  UNI\ 

LOTUS  for  KNOWI 


Log  Entry,  Day  21:  People  here  can  leverage  intellectual  capital!  They  use  "knowledge  management"  software  to  cj 
employee  expertise.  Other  employees  can  then  locate  and  capitalize  on  valuable  existing  knowledge,  rather  than  labor 
reinventing  it.  Workers  may  also  collaborate.  In  this  way,  e-businesses  here  save  valuable  time  getting  to  market  -  a  comp 
advantage,  and  much  moie  efficient  than  our  "Finger  of  Knowledge"  technique.  We  must  see  the  demo  at  lotus.com/visitkm 


NOW  LEDGE.  BUT  NOT  LIKE  THIS. 


3E  MANAGEMENT 


business  software 


IT'S  A  DIFFERENT  KIND  of  WORLD. 

YOU  NEED  A  DIFFERENT  KIND  of  SOFTWARE. 


Forbes^RRium,  2  qq  1 


C  0  NT  EN T  S 


Departments 

16  Editorial  Index 

22  Side  Lines 

24  Readers  Say 

30  Informer 

32  Follow-Through 

32  Flashbacks 

34  Point  of  View 


On  the  Cover 


39 

Fact  and 

Comment 

44 

Other 

Comments 

49 

Commentary 

51 

Digital  Rules 

172 

Thoughts 

OutFront 

52   Management  by  Stock  Market 

NorthPoint  rode  the  Web  wave, 
scrapping  its  first  strategy  to  woo 
Wall  Street.  A  few  players  got  rich. 
Everyone  else  lost  their  shirt. 
By  Carleen  Hawn 

54   Channelers  to  the  Stars  After 
years  of  courting  celebrities, 
marketers  are  discovering  who 
really  wears  the  pants:  the  people 
who  dress  them.  By  Leigh  Gallagher 

54   The  Headless  Headhunter  Execu- 
tive recruiter  Korn/Ferry  has 
taken  on  its  toughest  job  ever. 
By  Christopher  Helman 

56    Piggy  Bank  Frank  Wobst  once 
ran  Huntington  like  a  military 
machine.  Now  it  looks  like  his 
personal  ATM.  By  Mark  Tatge 

58   Aspirin,  Please  A  U.S.  fund 

manager  wants  to  break  up  Bayer. 
Shareholders  shouldn't  expect 
much  relief.  By  Deborah  On 

60   We  Own  That  Law  Can  a  law  be 

private  property?  Ask  Peter 
Veeck.  By  Daniel  Fisher 

60   Wrong  Ncte  After  beating  Nap- 
ster in  court,  the  record  labels 
can't  figure  out  how  to  enforce 
their  victory.  By  Julie  Pitta 

62   Waste  Plants  A  recycling  plan  for 
dollars — invest  them  in  a 
biomass  energy  boondoggle. 
By  RiShawn  Biddle 
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Gl|ps|ing  the  E^iands  £ 

Wrio's  really  behind  the  products  sold 
by  the  world's  best-known  companies? 
Nowadays  you  can't  temfrom  the  label. 

By  Kerry  A.  Dolan  and  Robyn  Meredith 

Lion  in  Winter  \. 

Let  cowardly  competitors:  cut  back  on  high  tech 
that's  suddenly  turned  cheap.  GE  and  a  few  other 
brave  souls  are  keeping  the  faith. 

By  Daniel  Lyons 


64   Scary  Movie  Failed  Internet 

startups  are  a  dime  a  dozen.  But 
only  one  of  them  turned  into  a 
feature  film.  By  Peter  Kafka 

64   Domain  Game  Just  what 

companies  have  been  waiting 
for:  more  Web  addresses. 
By  Matthew  Swibel 

Companies,  People,  Ideas 

72    Getting  off  Prozac  How  depress- 
ing: Lilly's  famed  franchise  will 
soon  disappear.  An  arsenal  of 
new  remedies  is  at  the  ready  to 
replace  it.  By  Robert  Langreth 


76  Viking  Raider  With  a  tanker  fl 
bigger  than  anything  Aristotl 
Onassis  had,  John  Fredriksen 
turning  the  tables  on  Big  Oil. 
By  John  Gorham 

82   Stormy  Weather?  Says  Who?  I 

politically  driven  hokum,  bul 
has  a  lot  of  believers  blaming 
global  warming  for  typhoons 
tornadoes,  even  frigid  winter 

By  Dan  Seligman 

86   Soft  Focus  Computer  Associa 
failed  to  catch  the  Web's  mag 
Now  it's  trying  to  recast  its 
image  before  it's  too  late. 
By  Ghana  R.  Schoenberger 
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Steel  Wrapped  in  Velvet  When 
Bruce  Springsteen,  Bob  Dylan  or 
the  Rolling  Stones  have  a  date  in 
court,  they  call  on  Peter  Parcher. 

By  Robert  Lenzner 

International 

Missing:  $3  Trillion  Where 
Japan's  wealth  has  evaporated, 
and  why  reflating  is  no  answer. 
By  Benjamin  Fulford 

Marketing 

Speed  Bump  Boring  commercials 
are  often  more  effective  than 
entertaining  ones.  It's  a  lesson 
Nissan  needs  to  remember. 
By  Luisa  Kroll 

Entrepreneurs 

The  Comrade  to  See  Need  to  get 
wired  in  Moscow?  You'll  proba- 
bly have  to  deal  with  Anatoly 
Karachinsky.  By  Tomas  Kellner 

Betting  the  House  A  group 
of  young  Swedes  has  launched 
an  Internet  gambling  site  that 
appears  to  break  the  law. 
Can  they  get  away  with  it? 
By  Kemp  Powers 

Trouble  Shooter  Larry  James 
refocused  an  ailing  Internet 
kiosk  outfit.  Can  he  make  it 
profitable?  By  Ian  Zack 

Technology 

Total  Recall  It  takes  three  kinds 
of  memory  to  drive  digital 
machines.  A  new  approach 
may  supplant  all  of  them. 

By  Jonathan  Fahey 

Warehouse  of  Pain  Submit  Order 
built  lavish  high-tech  ware- 
houses for  Web  retailers.  Can  it 
ever  fill  them?  By  Silvia  Sansoni 

Digital  Tools  I  Lighten  Up 

By  Stephen  Manes 


Money  &  Investing 

136  Act  of  Contrition  If  you  have  a 
dirty  secret  about  an  offshore 
trust,  it  may  not  be  too  late  to 
fess  up  and  avoid  prison.  But 
hurry.  By  Brigid  McMenamin 

138  Stock  Focus  I  Meeting  the  Makers 

Once  considered  a  safe  technol- 
ogy play,  the  contract  manufac- 
turing sector  has  hit  the  skids. 
It  may  soon  be  a  good  time 
to  invest.  By  Kerry  A.  Dolan 
and  Andrew  Tanzer 

142  Windfall  The  Supreme  Court  has 
sent  the  IRS  a  message:  Don't 
count  on  us  to  clean  up  the 
tax  code.  By  Janet  Novack 

144  Alms  and  Alimony  Fundraisers 
have  a  new  pitch  to  tax-sawy 
donors:  Why  let  an  ex-spouse's 
financial  demands  squelch 
your  charitable  urges? 
By  Matthew  Swibel 

(46  When  Bears  Go  Long  Bear  fund 
managers  don't  just  short  stocks. 
Here's  how  two  well-known 
bears  buy  stocks  in  a  down 
market.  By  Andrew  T.  Gillies 


It's  not  about  innocence  or 
guilt,  right  or  wrong." 


148  Streetwalker  Lennar;  Schering- 
Plough;  Everest  Re;  Springs 
Industries;  AOL  Time  Warner. 

151   Markets  &  Forecasts 

154  The  Contrarian  |  More  Downside 

By  David  Dreman 

156  Yes,  But  |  The  Return  of  Inflation 

By  James  Grant 

158  Financial  Strategy  |  Buy  30-Year 

Treasurys  By  A.  Gary  Shilling 

Health 

164  Cardiac  Comeback  j&j  invented 
the  stent,  then  lost  the  market. 
Now  the  business  is  back  from 
the  dead.  By  Katrina  Keller 

Forbes  Life 

166  Books  I  We've  Got  Company 

Think  microorganisms,  not  Mar- 
tin the  Martian.  By  Susan  Adams 

168  Theater  I  Branded  Broadway 

The  silver  screen  comes  to  the 
stage.  By  Deborah  Grace  Winer 

Forbes  magazine,  60  Fifth 
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I  IMPORTANT:  |  your  printing  output  should  never  be  put  at  risk. 
Dependable  printing  output  depends  on  DEPENDABLE  DIGITAL 
printing  solutions  from  Ricoh. 
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Newsbits 

Pay  Fit  for  a  (Corporate)  Prince 

Our  annual  report  on  America's  top  800  executives'  compensation  will  be 
published  in  two  weeks,  but  our  statisticians  already  have  a  pretty  good 
idea  about  who  made  the  most  money  over  the  past  five  years. 

Right  now,  Citigroup's  Sandy  Weill  stands  at  the  top  of  the 
compensation  pyramid.  Weill  has  received  $785  million  in  total 
remuneration  for  the  past  five  years.  The  breakdown:  $50  million  in  five- 
year  salary  and  bonus,  $2  million  for  other  items  such  as  company 
transportation,  and  a  hefty  $734  million  from  the  exercise  of  options.  In 
three  of  the  past  five  years  Weill  realized  more  than  $150  million  a  year 
from  cashing  in  options.  An  interactive  version  of  our  compensation 
report  will  be  available  online  in  two  weeks.  — Scott  DeCarlo 
Detailed  data  on  the  15  best-paid  executives  at  www.forbes.com/ceo. 


COMPANY 

CHIEF 
EXECUTIVE 

2000 
COMPENSATION 

(STHOU) 

FIVE-YEAR 
TOTAL 

(STHOU) 

Citigroup 

Sanford  1  Weill 

$216,183 

$785,227 

Walt  Disney 

Michael  D  Eisner 

72,848 

737,712 

Gap 

Millard  Drexler 

172,816' 

388,035 

General  Electric 

John  F  Welch  Jr 

76,425 

324,789 

Cisco  Systems 

John  T  Chambers 

157,305 

313,672 

IBM 

Louis  V  Gerstner  Jr 

103,410 

282,519 

Cendant 

Henry  R  Silverman 

137,447 

281,370 

Dell  Computer 

Michael  S  Dell 

235,912' 

245,788 

Morgan  Stanley 

Philip  J  Purcell 

88,562 

216,899 

AOL  Time  Warner 

Gerald  M  Levin 

164,388 

209,352 

'Prior- year  data. 

Forbes  FYI 

50  of  America's  Best  From  doughnuts  to  Dreamland,  steaks 
to  Steinways,  hammocks  to  haute  couture,  here's  FYl's  All- 
USA  First  Team.  The  FYEye  Father-and-son  swim  togs,  Thai 
"china,"  pale  summer  port,  home  boat-building,  orchid 
mania,  the  world's  lightest  sweater.  But  Enough  About  You  The 
Hotel  Alarm  Clock:  A  Brief  History  of  the  Room  Rooster. 
The  Golf  Bag  Moguls  and  celebrities  swear  that  Ireland's  Old 
Head  of  Kinsale  course  is  a  slice  of  heaven.  Eclat  du  Jour  To 
unlock  the  Pavlovian  passion  of  international  fashion  icon 
Nicola  Bulgari,  just  whisper  the  words  "made  in  Detroit." 


Forbes.com  table  of  contents.  Visit  this  site  at  www.forbes.com/contents  or  use  your  :CueCat  device 
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CHAOS 

90%  OF  YOUR  CRITICAL  PARTS  ARE  RIDING  AROUND  IN  THE  TRUNK  OF  A  CAR. 

CONTROL 

REACHING  88%  OF  YOUR  CUSTOMERS  IN  TWO  HOURS  OR  LESS.  NO  TRUNK  REQUIRED. 


J 


:e  Parts  Logistics  made  simple.  Customers  waiting  for  critical  replacement  parts  or  held 
may  lose  thousands  of  dollars  a  minute.  To  minimize  downtime,  UPS  Logistics  Group 
rve  more  of  your  customers  faster,  with  over  400  strategically  placed  stocking  locations 
vide.  In  the  U.S.  alone,  we  can  reach  65%  of  businesses  in  an  hour  or  less,  and  88%  in  two  hours 
.  We  offer  unmatched  depot  and  field  repair,  plus  expedited  critical  parts  delivery  via  UPS 
Kir  BestFlightSM  service.  The  result?  Reduced  inventory,  increased  customer  satisfaction 
ore  productive  field  engineers.  In  other  words,  everything  is  under  control.  For  more 
lation,  contact  UPS  Logistics  Group  at  800  227-8590  or  visit  us  at  www.upslogistics.com 
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Now  there  s  a  phone  that 
does  work  in  foreign  countries. 

The  Nextel  i2000plus 


phone.  One  number.  Worldwide.™  Nextel  offers  digital  cellular  service  in  over  80  countries,  including  Brazil, 
:o,  Hong  Kong  and  the  United  Kingdom.  So  you  won't  have  to  deal  with  multiple  phones  or  outrageous  hotel 
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TIREMENT        INSURANCE        MUTUAL  FUNDS        TRUST  SERVICES        TUITION  FINANCING 


Just  because  your  life  is  all  over  the  place, 
doesn't  mean  your  retirement  money  has  to  be. 

Call  TIAA-CREF  for  your  rollover  kit  today. 


Compare  your  daily  agenda  with  your  retirement 
investments  and  you  might  see  an  interesting 
similarity — it's  hard  to  keep  up  with  them. 

You  may  have  an  IRA  at  your  bank  or 
brokerage  firm... or  funds  in  a  former  employer's 
pension  plan.  And  if  you're  in  a  two-income 
household,  you  probably  have  even  more  retirement 
investments  to  track. 

That's  why  there's  no  better  time  than  right  now 
to  consolidate  all  your  retirement  assets  into  a  single 
Rollover  IRA  from  one  of  the  TIAA-CREF  companies. 
Consider  the  benefits — you  get  world-class  invest- 
ment management. .  .and,  because  our  expenses 
are  among  the  lowest  in  the  industry,  more  of  your  money  works 
for  you*  Plus,  you  get  a  single,  comprehensive  statement  of  all 
your  IRA  account  activity. 

What's  more,  setting  up  a  Rollover  IRA  is  easy.  Our  trained  IRA  specialists  help  you 
with  everything,  from  combining  your  retirement  assets,  to  choosing  your  investment 
mix,  to  tailoring  a  retirement  strategy  that  suits 
your  goals. 

Call  1  800  842-1924  to  find  out  more.  It 
just  may  be  the  most  important  thing  on 
your  to-do  list  today. 


V1 


J 


Ensuring  the  future  for 
those  who  shape  it. 


1  8  0  0  8  4  2  -  1  9  2  4   dept:  N73 


www.tiaa-cref.org 


3  complete  information  on  our  securities  products,  call  1  800  842-1924  for  prospectuses.  Read  them  carefully  before  you  invest.  *TIAA-CREF's  expenses  are  among 
?st  in  the  insurance  and  mutual  fund  industries  according  to  Standard  &  Poor's  Insurance  Rating  Analysis,  2000,  Upper  Analytical  Services,  Inc.,  Upper-Directors' 
al  Data,  2000  (Quarterly).  •  TIAA-CREF  Individual  and  Institutional  Services,  Inc.  and  Teachers  Personal  Investors  Services,  Inc.  distribute  securities  products.  •  Teachers 
:e  and  Annuity  Association  (TIAA),  New  York,  NY  and  TIAA-CREF  Life  Insurance  Co.,  New  York,  NY  issue  insurance  and  annuities.  •  TIAA-CREF  Trust  Company,  FSB 
i  trust  services.  •  Mutual  fund  IRAs  are  available  from  TIAA-CREF  Mutual  Funds,  and  traditional  variable  annuity  IRAs  are  available  from  TIAA  and  CREF.  •  Investment 
ts  are  not  FDIC  insured,  may  lose  value  and  are  not  bank  guaranteed.  ©  2001  Teachers  Insurance  and  Annuity  Association -College  Retirement  Equities  Fund, 
•k,  NY  03/16 


About  ten  years  ago, 
an  American  car  company  named  Saturn 

did  what  no  one  expected  they  could, 
They  succeeded.  And,  like  anyone  who's 
experienced  a  bit  of  success,  they  got  a  taste 

for  some;  of  the  finer  things. 
Maybe  that's  why  they  designed  their  new 
car  line 'to  be  faster,  roomier,  more  luxurious 

and,  yes*  more  expensive. 
But  not  too  expensive.  Because,  like,  we  said,  X}: 
that  company's  n^jmc  is  Saturn,  -  ■ 
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SIDE  LINES 


Lies,  Damned  Lies  and  Statistical  Noise  i  i 

some  dirty  linen  to  air  about  the  profession  of  journal] 
We  make  stories — sometimes,  whole  careers — out  of  vf 
statisticians  call  "noise."  This  is  the  random  fluctuatioi 
numbers  lacking  any  meaningful  pattern.  Extreme  wea^ 
cancer  clusters,  stock  market  fluctuations,  winning  strealj 
sports — all  can  be  turned  into  screaming  headlines,  bi 
sellers  about  power  lines  killing  children  or  segments  oit 
evening  news.  In  the  past  year  the  word  "streak"  has| 
peared  in  8,700  headlines,  according  to  Dow  Jones  Inte 
tive.  In  the  early  1980s  when  people  were  biting  their  r 
over  interest  rates,  newspapers  produced  breathless  wej 
reports  on  movements  in  the  money  supply:  Up  sharply 
week,  down  the  next,  up  the  next,  up  again,  then  down  ag 
Sound  and  fury  signifying  nothing. 

Sometimes  this  capital- 
izing on  noise  is  no  more 
than  harmless  sensational- 
izing. Sometimes  it  leads  to 
big  mistakes.  Breast  im- 
plant makers  will  cough  up 
several  billion  dollars  be- 
cause our  courts  are  in- 
capable of  distinguishing 
cause  and  effect  from  sta- 
tistical noise.  We  may  be  willing  to  spend  many  times  i 
amount  someday  combating  global  warming,  in  part  bea 
we  perceive  that  extreme  weather  phenomena  are  becon 
more  common.  Are  they?  Look,  on  page  82,  at  Dan  Se 
man's  take  on  hurricanes  and  floods. 

Or  think  about  the  thermometer.  Half  a  dozen  tim 
year,  it  seems,  you  hear  that  a  record  high  or  low  was  set 
day  before  for  your  city.  Sounds  extreme,  but  wait.  The  tl 
mometer  gets  730  chances  a  year  to  set  a  record  high  or  ] 
and  records  have  been  kept  for  a  bit  over  a  century.  So  cha 
dictates  that  every  year  sees  a  streak  of  new  daily  records 
taling  ...  about  six.  It's  all  noise. 

But  journalists  cannot  resist  making  big  deals  out  of  1 
blips.  Imagine  that  you  are  on  deadline  reporting  an 
storm  that  killed  a  dozen  people  over  the  previous  24  ho 
mostly  in  car  crashes.  Then  you  discover  that  the  storn 
fact  kept  people  indoors;  the  expected  auto  fatality  total 
the  period  was  13.  The  headline  "Storm  Blamed  for  Mi 
One  Death  in  Tri-State  Area"  just  doesn't  fly. 

It's  in  our  blood.  Man  is  an  inductive  animal,  so  we 
patterns  where  none  exist.  The  stock  market  experts  dub 
"technical  analysts"  make  a  living  off  this  voodoo.  So 
astrologers.  So  do  journalists. 

EDITO 
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favorite  architecture: 

great  Qlchina 


chris  just 


loves 


Ity. 


Chris  Wireman  lives  by  the  code,  "better  safe  than  sorry."  So  it  probably  comes  as  no  surprise  that 
ie  installs  WorldCom's  IP  VPN  Services,  all  over  the  world. 

'  The  fact  is,  no  other  single  company  can  provide  better  reach  and  performance  than  WorldCom ,SM 
A/e  own  and  operate  one  of  the  world's  largest  IP  infrastructures.  Which  lets  us  give  our  customers 
:he  reach  and  efficiency  of  a  public  network  with  the  performance  and  security  of  a  private  network. 

Not  that  size  is  everything.  Because  we  also  employ  the  kind  of  encryption' and  identity  verification 
echnologies  that  make'  your  data  virtually  hacker-proof.  -  . 

Want  to  know  more  about  Chris's  favorite  technology?  , 

Don't  worry.  It's  not  a  secret.  Just  visit  us  at  'www.worldcom.com 


WorldCom,  Inc.  All  Rights  Reserved 
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Smelting  Our  Story 

It's  unfortunate  that  FORBES'  story 
about  Kaiser  Aluminum  ("Helter 
Smelter,"  Apr.  2,  p.  53)  focused  on  ir- 
relevant details  in  its  description  of 
the  company's  recent  resale  of  power 
in  the  Pacific  Northwest. 

In  fact,  the  turmoil  in  the  Pacific 
Northwest  energy  market  threatens 
many  businesses  and  industries,  in- 
cluding aluminum  smelters.  In  this 
environment — and  with  the  coopera- 
tion of  the  Bonneville  Power  Admin- 
istration (BPA) — Kaiser  is  one  of  sev- 
eral companies  that  has  temporarily 
curtailed  smelter  operations  and 
resold  power.  We  have  done  this  in  a 
way  that  has  provided  benefits  to  em- 
ployees, the  BPA  and  other  users  of 
power  in  the  region.  Clearly,  we  are  an 
aluminum  company,  not  a  power 
company.  Our  long-term  objective  is 
to  operate  these  smelters  profitably. 

SCOTT  LAMB 
Vice  President 
Corporate  Communications  & 
Investor  Relations 
Kaiser  Aluminum 
Houston,  Tex. 

Risk  and  Reward 

In  David  Dreman's  "The  Chances 
You  Take"  (Apr.  2,  p.  161),  he  sug- 
gested that  not  owning  something 
that  performed  well — hot  stocks  on 
the  way  up,  or  stocks  in  general  over 
the  long  term — was  taking  a  risk.  Op- 
portunity cost  is  a  more  accurate  de- 
scription. Not  owning  something  that 
subsequently  performs  well  is  simply 
a  lost  opportunity.  Where's  the  risk  in 
that?  Owning  something — taking  a 
position — involves  actual  risk.  How- 
much  capital  would  investors  still  be 
able  to  call  their  own  if  they  under- 
stood the  difference  and  didn't  listen 
to  people  who  didn't?  Opportunity 
cost  is  associated  with  greed  and  is 
most  common  during  new  para- 
digms. Risk  is  associated  with  fear 
and  comes  home  to  roost  when  the 
music  stops.  I  guess  every  generation 
has  to  learn  this  the  hard  wav.  It  was 


Love  for  the  Alero 

Re  "Cult  Brands"  (Apr.  16 
p.  198).  Like  Miata  owners, 
have  a  fanatical  love  for  mi 
year-old  Oldsmobile  Alero.  It  i 
stylish,  well-made  and  unlik 
any  other  sedan  on  the  road 
But  by  closing  the  OldsmobiL 
line,  GM  made  a  tragic  mistake 
It  put  profits  first;  customer  loy 
alty  last.  I  will  probably  buy  an 
other  12  cars  in  my  lifetime,  bu 
without  new  Oldsmobiles  t< 
choose  from,  GM  vehicles  wil 
never  be  on  my  list. 

TAD  TRAY1 

Duluth,  Ga 


especially  difficult  to  remain  wise 
time  around,  because  people  of  in 
ence,  who  should  have  known  be 
were  hooked.  This  generation  is  i 
educated. 

GARY  BLACKV 
Monterey,  C 

Where's  Martha's  Smile? 

I  think  I  can  offer  some  insight  a 
why  Martha  Stewart's  ratings 
slipping:  She's  a  bore  ("Overcook 
Mar.  19,  p.  176).  Let  me  back  up 
saying  that  her — or  rather  her  cor 
ration's — ideas  are  good,  the  rec 
are  tasty  and  even  the  products 
she  sells  are  interesting.  But  have 
ever  watched  one  of  her  show 
mean  really  watched?  She  hardly  < 
cracks  a  smile.  She  talks  down  to 
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e  there  is  a  2001  tax  bill,  our  Washington  National  Tax  Practice  will  have  already  anticipated  many  of  the  changes,  sized  up 
nplications  and  disseminated  forward-thinking  strategies  to  our  clients  around  the  country.  Our  tax  professionals  don't  just 
>ret  tax  law,  many  of  them  actually  helped  write  it:  former  brass  at  the  IRS, Treasury  and  Congress,  they're  now  putting  their 
lar  tax  experience  to  work  on  behalf  of  our  clients.  For  more  information,  call  Jeffrey  M.  Stein,  Vice  Chairman,  Tax  Services 
.77-ASK-KPMG.  He'll  fill  in  the  blanks. 


understanding  @  kPMG 


CASA  DEL  MAR 

HOTEL  BY  THE  SEA 
SANTA  MONICA 
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Tackles  the  really 
tough  questions,  like  where 
did  the  peanuts  go? 
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H  ATE 
FLYING 
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"There  is  more  to  Henry  Mintzberg  than  strategy.  A  brilliantly  sardonic  look  -r  r  r  Q  ~C 
at  management  in  the  airline  industry."  FTdynamo.  More  at  www.etexere.com    1    t  A  t   IV  C 


n  L  M  V  l  n  O      O  H  I 

guests.  Her  monotonic  voice  can 
even  the  most  hyperactive  child 
sleep.  The  public  wants  to  be  enfl 
tained  (and  I  am  not  talking  abi 
those  obnoxious  judge  shows  or  1 
shows).  But  please,  do  it  with  some! 
nesse  and  education,  and  laughter.  Ij 
feet  example:  Emeril  Lagasse — h 
funny,  interesting  and  educationa 
actually  would  buy  some  of  Marth 
products,  but  I  don't  want  to  see  1 
boring  face  while  I  do  it. 

CAROLYN  RAYMO: 
Red  Bank,  1 

Don't  Cry  for  Generics 

Why  are  you  feeling  so  sorry  for  gen< 
drug  companies  ("Perennial  Patent 
Apr.  2,  p.  52)7.  Yes,  they  may  save 
consumer  money,  but  these  compar 
are  basically  scavengers.  They  pr< 
from  the  years  of  research  and  tri 
conducted  by  the  companies  who  ga 
bled  millions  on  the  chance  a  co 
pound  might  have  some  biologic  acl 
ity.  Without  the  major  drug  compan 
generics  wouldn't  exist. 

JOSEPH  H.  ZIMMERM 
Wilmington,  I 

Betting  on  the  Breed 

As  an  economist  and  a  speculator,  I 
most  recently  a  Thoroughbred  own< 
found  "Revenge  of  the  Horseplaye 
(Apr.  2,  p.  90)  of  great  interest.  W 
the  article  misses  is  that  the  apparei 
usurious  20%  pari-mutuel  tax  provi 
horse  racing  with  its  purse  structi 
which  is  the  sole  support  of  the  em 
industry.  A  day  at  the  races  still  enti 
us  to  claim  credit  for  "improving 
breed." 

CHRISTOPHER  I.  Rl 
Fourth  Ward  Fai 
Baltimore,  i\ 

Wrong  Bankrupt 

In  "Let  Us  Prey"  (Apr.  2,  p.  138), 
stated  that  Advantica  Restaur; 
Group  was  in  Chapter  11.  One  of  I 
company's  subsidiaries,  FRD  Acqui 
tion,  went  bankrupt,  not  the  parer 

Send  e-mail  to  readers@forbes.c 
Letters  will  be  edited.  Please  incl 
address  and  phone  number. 


<VE  DONT  HAVE  TO  CLAIM  THAT 
UR  SOFTWARE  RUNS  99%  OF  THE 
DRTUNE  500.  IT  ACTUALLY  DOES. 


ne  thing  to  make  claims.  It's  another  to  follow  through.  And  that's 
y  whet  we  do.  We're  not  a  fly-by-night  start-up,  or  a  company  that  works 
/ery  small  scale.  We're  the  world  leader  in  infrastructure  management 
nre,  and  we've  been  doing  it  for  25  years.  But  we  didn't  stop  there.  We're 
he  global  leader  in  eBusiness  security  and  storage  software.  So  if  you're 
lg  for  a  software  company  that  means  what  they  say,  look  no  further. 


TOMORROW  |  WE  ARE  COMPUTER  ASSOCIATES  |  THE  SOFTWARE  THAT  MANAGES  eBUSINESS1"  ca.com 
omputer  Associates  International,  Inc.  (CA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respective  companies. 


Computer  Associates 


There's  a  lot  to  say  for 


sin  esses. 


The  new 
Degussa  is  really  new.  Star- 
ting now,  21  businesses  are  operating 
under  one   roof.  And   in  these  areas: 
Flavors  &  Fruit  Systems,  BioActives,  Feed  Additives, 
Texturant  Systems,  Construction  Chemicals,  Fine 
Chemicals,  Bleaching-  &  Water  Chemicals,  C4-Chemistry, 
Superabsorbents,  Care  Specialties,  Oligomers  &  Sili- 
cones, Coatings  &  Colorants,  Silica/Silanes  &  Catalysts, 
Advanced  Fillers  &  Pigments,  High  Performance  Poly- 
mers, Specialty  Acrylics,  Methacrylates,  Rohm  Semi- 
finished Products. 


The  new  Degussa.  Innovative,  decentra- 
lized, customer-oriented,  close  to 
markets.  Period. 
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ng  both  sides  of  the 
Atlantic:  Lynn  Forester 
and  Sir  Evelyn  de  Rothschild. 


Productions.  But  the  grapevine  fingers  New| 
gency  founder  Arnon  Milchan,  whose  val 
background  includes  reports  of  running  c 
for  Israel.  The  project's  tip-off  name:  Lej 
Vineyard.  Local  officials  have  been  to 
plans  for  a  winery  and  a  home — resident] 
known.  No  one  is  talking.  — Tim  W.  Ferg\ 

Sense  of  Humor,  IRS-Style 

►  In  a  continuing  farce,  Congress  extends 
research  and  development  tax  credit  in  dribs 
drabs.  To  delay  the  revenue  loss,  lawmai) 
actually  have  mandated  that  companies  p 
pone  taking  part  of  a  given  year's  credit 
the  straight  man — the  Internal  Revenue 
vice— deadpans  in  official  instructions 
Form  6765:  To  get  your  money,  file  now,  1 
file  an  amended  return  later.  — Janet  Nov 


New  Name:  MissingMark?     Make  a  Wish:  Jail  Time 


►The  $1  billion  that  big  names  gave  New  York  society  fix- 
ture Lynn  Forester  for  her  pan-European  wireless  broadband 
venture,  FirstMark  Communications  Europe,  is  shrinking.  Despite 
rising  revenues,  estimated  losses  so  far:  $120  million.  A  $200 
million  public  offering  was  pulled.  Amid  office  closings,  lay- 
offs, new  borrowings  and  plain  bad  timing,  Forester,  46,  now 
aims  at  just  three  countries.  One  savvy  move:  recently  wed- 
ding early  investor  Sir  Evelyn  de  Rothschild.    — Leigh  Gallagher 

Days  of  Wine  and  Missiles 

►  As  AOL  Time  Warner  honcho  Gerald  Levin  talks  openly 
about  retiring,  wife  Barbara  Levin  is  in  a  partnership  planting  a 
vineyard  on  80  of  nearly  600  acres  in  California's  up-and- 
coming  Santa  Ynez  Valley  near  Santa  Barbara.  Other  principals? 
Records  list  David  Matalon,  boss  of  Hollywood's  New  Regency 


►A  Dallas  jury  just  convicted  Michael  Manzer  and  Richardl 

bonaro,  both  62,  of  criminal  fraud.  With  two  others  who  ad| 
ted  guilt,  they  solicited  $2.9  million  for  KidWish  Foundation  or 
Wish  USA,  saying  dying  kids  would  have  a  last  dream  come  D 
No  kid  ever  did.  Prosecutors  say  donors  thought  they  werej 
ing  to  the  reputable  Make-A-Wish  Foundation.  — W.j 

Next  Czech  Ad:  Kegs  Hauled  by  Ponie 

►  Budejovicky  Budvar,  the  Budweis,  Czech  brewer  that  clairj 
made  the  original  Budweiser  but  lost  American  traderr 
lawsuits  to  giant  Anheuser-Busch,  is  again  peddling  beer  in 
U.S.  This  time  the  brand  name  is  Czechvar  (roughly,  Cz4 
brew).  The  Czechs  have  been  running  some  clever  prorl 
One  catchline:  "Only  the  name  has  been  changed  to  protect 
beer."  Anheuser-Busch  says  it  isn't  worried.  — Tomas  Kel 


Still  Available:  LawyerPuffery.com 

The  1977  U.S.  Supreme  Court  decision  allowing  lawyer  advertising,  coupled  with 

the  subsequent  rise  of  the  Internet,  has  made  for  some  interesting  domain  names 

registered  by  the  legal  community.  Not  all  have  a  Web  site  yet.  —W.P.B. 

DOMAIN  NAME 

REGISTERED  OWNER 

LOCATION 

bestattorney.com 

Bisnar  &  Associates 

Newport  Beach,  Calif. 

best1awyer.com 

Law  offices  of  Scott  D.  Myer 

Los  Angeles,  Calif. 

excellentiawyer.com 

Andrew  Mishlove 

Milwaukee,  Wis. 

fightinglawyer.com 

Greg  Prosmushkin 

Philadelphia,  Pa. 

finelawyer.com 

Oliver  Wendell  Holmes  III 

Baton  Rouge,  La. 

numberonelawyer.com 

Cochran,  Cherry,  Givens  &  Smith 

Dothan,  Ala. 

smartiawyer.com 

Canges,  Iwashko  &  Bethke 

Denver,  Colo. 

thehonestlawyer.com 

Law  offices  of  Zev  S.  Brooks 

Fountain  Valley,  Calif. 
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August  28,  1963    Martin  Luther  King,  Jr. 


ON    TO    INSPIRE   A  NATION 


IT    HAS   TO   REACH   A  NATION. 

ifore  you  can  inspire,  before  you  can  touch,  before  you  can  empower,  you  must  ▼ 

st  connect.  And  for  more,  people,  more  businesses,  more  countries  around  the  A  L  C  A  T  E  L 

jrld,  that  connection  is  made  with  Alcatel.  A  leader  in  communication  networks.      architects  OF  an  internet  world 


L  Alcatel.  License  granted  by  IPM  as  exclusive  Licensor  of  the  King  Estate. 
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Weird  Science 


BlackLight's  founder,  R 
Mills,  in  his  hydrino  lab. 


IN  A  PIECE  ON  HOW  CRACKPOT 
energy  theories  ensnare  investors  and 
dupe  the  media,  we  spotlighted  New 
Jersey-based  BlackLight  Power.  Its 
claim:  It  could  produce  inexhaustible 
energy  from  ordinary  water  by  shrink- 
ing hydrogen  atoms  into  something 
called  "hydrinos."  It  didn't  make  sense, 
but  BlackLight  raised  $25  million  from 
investors,  including  utilities  PacifiCorp 


and  Conectiv.  Morgan  Stanley 
signed  on  to  handle  the  public 
offering. 

The  bubble  began  bursting 
in  August,  when  a  federal  court 
upheld  the  Patent  Office's  revo- 
cation of  one  of  BlackLight's 
patents  and  the  suspension  of 
four  others.  The  Patent  Office 
said  BlackLight's  submission 
"did  not  conform  to  the  known 
laws  of  physics  and  chemistry." 
No  matter.  BlackLight  reportedly 
still  managed  a  $5  million  pri- 
vate equity  placement  late  last 
year.  This  month  a  chat  room 
called  the  Hydrino  Study  Group 
was  abuzz  over  a  purported  wire 
story  saying  the  National  Insti- 
tute of  Standards  &  Technology 
validated  BlackLight's  claims.  It 
hasn't.  — Brendan  Coffey 


APRIL  2,  2001 

High  Anxiety 

SHORTLY  AFTER  OUR  STORY  APPEARED 
on  pharmaceutical  companies'  battle 
against  drug  knockoffs,  generic  makers 
won  a  round  in  federal  court.  Mylan 
Laboratories,  which  makes  a  generic 
form  of  Bristol-Myers  Squibb's  popular 
antianxiety  drug  BuSpar,  challenged  a 


new  patent  on  how  the  drug  i 
gested.  The  patent  would  have 
tended  BMS'  protection  from  ger 
for  30  months.  The  U.S.  District  C 
for  the  District  of  Columbia  rulec 
the  digestive  process  Bristol-^ 
patented  shouldn't  preclude  a  ge 
version  of  the  drug.  Generic  Bu 
was  shipped  days  later,  and  Wa 
Pharmaceuticals  has  filed  an  anti 
suit  against  Bristol-Myers. 

— Victoria  Mi, 

APRIL  16.  2001 

Symbol  Status 

SYMBOL  TECHNOLOGIES'  NE 
released  2000  annual  report  show 
were  right  last  issue  when  we  repc 
that  the  Holtsville,  N.Y.  bar-code  s 
ning  company  was  managing  its  e 
ings  through  huge  one-time  charge? 
piggy-bank  reserves.  The  company's 
numbers  show  even  fatter  charges,  r 
related  to  Symbol's  dubious  acquis 
of  Telxon,  which  we  guessed  was  the 
son  for  the  weird  accounting.  The  re 
also  reveals  that  the  Securities  & 
change  Commission  initiated  an  ins 
trading  enforcement  action  age 
Telxon.  There's  more:  Proxim,  a  c 
petitor,  is  suing  Symbol  for  pa 
infringement.  — Elizabeth  MacDo 


FLASHBACKS 


80  YEARS  AGO  IN  FORBES/APRIL  30,  1921 

Climbing  MOUnt  IntereStThe  bankers  have  been  ap- 
plying the  screws  so  rigidly  to  borrowers  that  chief  attention  has  been  centered 
upon  reducing  inventories.  Levying  an  8%  money  rate  on  a  trustworthy  commer- 
cial borrower  is  tantamount  to  handicapping  a  race  horse  by  forcing  him  to  carry 
a  ponderous  amount  of  extra  weight  in  the  saddle.  Reduce  the  excessively  high  in- 
terest rates  now  charged  commercial  borrowers,  and  there  would  be  greater  in- 
centive to  make  purchases  of  raw  materials  and  other  merchandise. 

60  YEARS  AGO  IN  FORBES/MARCH  I,  1941 

Chassis  for  the  Masses  Henry  Ford  and  his  31-year- 
old  research  chief,  Robert  A.  Boyer,  are  beating  circumstances  to  the  gun  again— 
this  time  with  plastic  automobile  bodies.  Just  when  defense  needs  are  curtailing 
metal  supplies,  the  Detroit  pioneer  has  his  scientists  busy  building  bodies  from 
farm  products  and  is  said  to  see  mass  production  in  three  years  at  the  outside. 
Ford  never  produced  plastic  auto  bodies,  and  today  plastic  isn't  widely  used  for 
that  purpose. 


30  YEARS  AGO  IN  FORBES/MAY  15,  1971 


Rattled  in  Seattle 


Boeing 


passed  its  peak  just  months  before  Thornton 
Arnold  Wilson  became  CEO,  and  since  then,  it 
has  been  all  downhill.  Wilson  has  had  to  trim 
Boeing's  payroll  from  120.000  to  60,000.  The 
supersonic  transport  cancelation  and  slow- 
down in  747  orders  means  another  20,000  or 
so  will  go.  What  worries  him  almost  as  much 
as  the  personnel  cuts  is  their  effect  on  morale. 
"The  other  day  I  went  into  a  plant,  and  I  was 
deep  in  thought,"  he  says.  "I  was  walking  with  my  head  down,  and  I  ran  int 
old  aerodynamicist  I  used  to  work  for.  He  brought  me  up  short  and  said,  'He 
your  chin  off  your  chest;  you  look  like  an  old  man.'  Men  don't  want  the  pres 
of  their  company  walking  around  looking  depressed." 
In  March  Boeing  announced  it  would  relocate  its  Seattle  headquarter 
eliminate  500 jobs. 
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Looks  fast  standing  still. 
That's  called  truth  in  packaging. 

You  could  spend  a  lifetime  gazing  at  the  Carrera  4.  That  would  be  a  pity.  So  much  more  awaits 
inside.  The  fluid  all-wheel  drive.  A  race-bred  300  horsepower  engine.  Drive  it,  and  every  promise 
made  by  that  famous  shape  will  be  fulfilled.  Contact  us  at  1-800-PORSCHE  or  porsche.com. 


PQLNT  OF  VIEW 


Slow  Starters 


JlJiANKE 

A  BIG  PART  OF  THE  CAPITAL  BURDEN  FOR  A  NEW  BUSINESS  IS 
what  might  be  called  the  entry  tax.  How  much,  in  the  way  of 
government-mandated  costs,  does  it  take  to  set  up  shop 
legally?  This  is  important  because  new  enterprises  foster 
competition.  And  if  the  U.S.  is  the  standard,  new  businesses 
function  as  a  huge  job  machine. 

Turns  out,  according  to  a  recent  study,  that  the  U.S.  does 
not  have  the  lowest  entry  tax  in  the  world.  That  honor  be- 
longs to  Canada,  by  one  measure,  and  New  Zealand,  by  an- 
other. The  worst  offenders,  tragically,  are  found  amid  the 
mass  poverty  of  Africa. 

It's  a  natural  inclination  to 
support  regulations  and,  yes, 
red  tape  to  protect  consumers, 
workers,  the  environment  and 
you  name  it  from  the  free  mar- 
ket's defects — even  among 
economists.  Most  famously, 
the  Cambridge  don  A.C.  Pigou 
laid  out  a  case  for  this  inter- 
ventionist hyperactivity  80 
years  ago  in  his  treatise  The 
Economics  of  Welfare.  But  oth- 
ers, notably  the  University  of 
Chicago's  Ronald  Coase,  rose 
to  challenge  Pigou's  ortho- 
doxy. Coase  won  the  1991 
Nobel  Prize  for  economics  for 
arguing  that  just  as  the  market  has  defects,  so  do  regulations. 
His  point:  You  have  to  evaluate  the  benefits  and  costs  of  state 
intervention. 

Sounds  simple  enough.  But  it  isn't.  Indeed,  Coasian 
analysis  requires  detail  work  that  most  economists  aren't  in- 
clined to  undertake.  Fortunately,  a  team  from  Harvard  Uni- 
versity— Rafael  La  Porta,  Florencio  Lopez-de-Silanes  and 
Andrei  Shleifer — and  Simeon  Djankov  from  the  World  Bank 
have  come  up  with  such  findings  for  the  National  Bureau  of 
Economic  Research. 

Their  study  collects  data  on  the  government-mandated 
entry  requirements  for  75  countries.  It  covers  only  the  of- 
ficial tab  (not  corruption  or  bureaucratic  delays)  and  cal- 
culates the  minimum  time  needed  to  meet  them.  The  study 
counts  out-of-pocket  costs  for  fees,  cost  of  forms,  photo- 
copies, fiscal  stamps,  legal  and  notary  charges  and  so  forth. 
If  the  hurdles  are  onerous,  we  can  expect  less  new  activity. 

The  sheer  number  of  procedures  to  be  completed  before 
a  business  may  open  varies  widely,  from  2  in  Canada  to  20  in 


The  number  of 
procedures  to  be 
completed  before  a 
business  may  open 
varies  from  2  in 
Canada  to  20  in 
Bolivia,  with  the 
average  being  10. 
In  the  U.S.  it's  4. 


Bolivia,  with  the  average  be 
10.  The  "start-to-finish"  t 
ranges  from  2  days  in  Can 
to  174  in  Mozambique.  1 
average  number  of  days 
quired  is  63.  The  all-imp 
tant  official  entry  costs  ra 
from  0.4%  of  per  capita  ( 
_^^<^L'1*tl"  .^fl  in  New  Zealand  t<>  2l6°/i 
.  ijjHj^^  ^hr^M  f.nypu  with  the  average  > 

£  being  34%  of  per  capita  GI 

The  U.S.  requires  4  pre 
dures,  a  "start-to-finish"  time  of  7  days  and  a  cost  of  \°A 
our  $35,000  gross  domestic  product  per  capita.  In  Japan 
comparable  figures  are  1 1  procedures,  50  days  and  1 1%.  / 
in  Euroland,  including  Switzerland,  the  averages  are  8.8  p 
cedures,  62  days  and  a  cost  of  16%  of  GUP  per  capita.  It's 
wonder  that  Fritz  Bolkestein,  Europe's  competitiveness  c 
threw  cold  water  on  the  optimistic  statements  made  a 
the  recent  EU  summit  in  Stockholm  by  asking,  "Where's 
beef?"  And  he  wasn't  referring  to  the  outbreak  of  hoof-a: 
mouth  disease  in  Europe. 

The  relation  of  entry  costs  to  income  is  revealing.  R 
countries — the  top  25% — have  relatively  low  entry  cost 
an  average  of  1 0%  of  GUP  per  capita.  Poor  countries  rep 
sented  in  the  bottom  25%  have  staggering  entry  costs,  an 
erage  of  65%  of  GUP  per  capita.  As  the  world's  do-gooc 
contemplate  debt  relief  in  Africa,  they  should  ponder  the 
ficial  cost  of  starting  a  new  business  there:  85%  of  GUP 
capita,  almost  an  entire  year's  income. 

Separately,  the  study  confirms  that  corruption  incret 
as  the  number  of  entry  procedures  increases.  More  pre 
dures  means  more  politicians  and  bureaucrats  who  musl 
bribed.  Also,  the  relative  size  of  the  underground  econo 
is  larger  in  countries  with  a  higher  number  of  procedu 
Make  it  harder  to  enter  the  formal  economy  and  the  inf 
mal  economy  will  grow.  And  last  but  not  least,  counti 
that  are  more  competitive  have  lower  entry  costs. 

What  makes  this  .all  so  interesting  and  brings  it  bad 
Coase  is  the  fact  that  these  entry  hurdles  and  associa 
costs  do  not  produce  any  tangible  benefits  for  consum 
workers  or  the  environment.  Clearly  official  entry  requi 
ments  don't  pass  the  benefit-cost  test.  And,  given 
corruption  associated  with  them,  they  don't  pass  the  sn 
test,  either. 

Steve  H.  Hanke  is  a  professor  of  applied  economics  at  The  Johns  Hopkins 
University  in  Baltimore  and  chairman  of  the  Friedberg  Mercantile  Group 
Inc.  in  New  York.  Find  past  columns  at  www.forbes.com/hanke. 
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for  them.  Are  you  one  of  them? 


I  Wouldn't  it  be  nice  if  your  status  preceded  you,  no  matter  where  you  fly?  Our  alliance  BRITISH  AIRWAYS 
I  recognises  top-tier  frequent  flyer  privileges  on  eight  of  the  world's  finest  airlines,  AerLingus<?ft 


including  access  to  over  340  lounges.  Welcome  to  oneworld. 


AmericanArines 


Cathay  Pacific 


f  mnnir? 


IBERIA* 


^^^^ 


revolves  around  you. 


LANCHILE 


jm  cabin  and  seceded  top-tier  frequent  fryer  customers.  Some  privileges  vary  between  airlines  Each  oneworld  alliance  airline  reserves  the  nght  to  change  its  frequent  flyer  programme  rules,  regulations,  travel  awards  and  special  offers 
d  their  frequent  fryer  programme  m  accordance  with  its  relevant  frequent  flyer  programme  rules  All  oneworld  benefits  are  only  available  to  passengers  on  scheduled  flights  that  are  both  operated  and  rtiarkeled  by  a  oneworld  member 
arketed  means  there  must  be  a  oneworld  member  airline  flight  number  on  your  ticket.)  Aer  Lingus.  American  Airlines.  British  Airways.  Cathay  Pacific,  Rnnair,  Ibena,  LanChile  and  Qantas  are  all  trademarks  of  their  respective  companies 

www.oneworldalliance.com 


QWEST  COMMUNICATIONS'  recently  merged  with  US  West,  Inc.,  resulting  in  a 
company  with  60,000  employees  and  29  million  customers.  Unfortunately,  they  also 
had  two  different  technology  systems.  Thanks  to  enterprise  software  from  Microsoft, 
they  were  able  to  quickly  and  easily  bring  everyone-and  everything-together  as  one. 


©  2001  Microsoft  Corporation.  All  rights  reserved.  Microsoft  is  a  registered  trademark  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries  The  names 
herein  may  be  the  trademarks  of  their  respective  owners. 


jrprise  software  from  Microsoft  helps  different 
jems  work  as  one.  One  company.  Now  running  many 
Irent  systems.  Sounds  like  a  recipe  for  disaster.  Unless,  of 
fee,  you're  running  flexible  business  software  like  the 

osoft®  .NET  Enterprise  Server  family.  This  software  makes 
its-platform  sharing  a  reality.  It  also  makes  it  easier  for 
me  to  quickly  collaborate  across  organizational  boundaries, 
(jour  company  can  respond  to  changes  and  opportunities 
m.  Now  if  we  can  just  figure  out  a  way  to  make  employees 
jlge-free,  we  might  really  be  onto  something.  To  find  out  how 
j;osoft  software  can  help  your  company  work  as  one,  visit 
:  osoft.com/business  Software  for  the  Agile  Business. 


Our  process  to  reduce  sulfur  in  gasoline 


HELPS  THOSE  WHO  DON  T  EVEN  DRIVE. 


Sulfur  is  a  naturally  occurring  element  in  gasoline 
and  contributes  to  air  pollution.  But  until 
recently,  the  methods  used  to  remove 
sulfur  from  gasoline  weren't  very  efficient.  So 
Phillips  is  developing  a  new  process  that 
removes  more  than  90%  of  the  sulfur  in 
standard  gasoline  without  significant  loss  of 


octane  or  volume.  Its  an  innovation  that  w 
help  us  reduce  harmful  emissions  from  Ca 
improve  air  quality  and  meet  propos 
sulfur  regulations  for  years  to  come.  A 
it's  just  one  of  the  many  ways  we  live  up 
the  name  The  Performance  Company,  m 

PHILLIPS  PETROLEUM  COMPANY  ifi 


>/>\  of  out  annual  report,  call  918-6,61-3700,  write  to:  Phillips  Annual  Report,  B-41,  Adams  Bldg.,  Bartlesville,  OK  /4( 

or  visit  us  at  www.phillips66.com. 
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ACT  AND  COMMENT 


>y  Steve  Forbes,  editor-in-chief 
With  all  thy  getting  get  understanding" 


FIRMNESS  WILL  PAY 


SURVEILLANCE  AIRCRAFT  INCIDENT  WITH  CHINA  UN- 
cores  the  need  for  an  explicit  and  firm  U.S.  policy  toward 
3RC.  The  Clinton/Gore  Administration  was  a  combina- 
of  appeasement  and  drift,  which  turned  Teddy  Roo- 
t's aphorism — "Speak  softly  and  carry  a  big  stick" — up- 
down.  When  he  took  office,  President  Clinton  loudly 
laimed  that  there  would  be  no  dealing  with  China  until 
;cord  on  human  rights  improved.  Before  long,  his  Ad- 
stration  was  abjectly  backtracking  on  its  bravado. 
Jo  wonder  the  Beijing  military  got  the  idea  it  could  step 
the  line  in  dealing  with  our  intelligence  aircraft.  No 
der  the  Chinese  police  have  gotten  the  idea  they  can  ar- 
with  impunity,  visiting  Americans  of  Chinese  descent. 
Chinese  umbrage  over  our  air  patrols  has  to  be  taken 
a  grain  of  salt,  considering  Beijing's  tireless  efforts  to  get 
ands  on  sophisticated  American  technology  and  on  our 
ear  secrets,  not  to  mention  its  funneling  of  illegal  cam- 
n  contributions  in  an  attempt  to  influence  U.S.  elections, 
'he  Bush  White  House  should  make  clear  that,  while  we 
ort  economic  liberalization  inside  China,  we  will  exer- 
irmness  on  the  diplomatic  and  military  fronts, 
low?  The  President  should  expand  Radio  Free  Asia's  and 


Voice  of  America's  broadcasts  to  China  to  24  hours  a  day.  We 
should  approve  meaningful  defensive  arms  sales  to  Taiwan. 
Our  Seventh  Fleet  should  frequently  move  through  the  Tai- 
wan Strait.  Chinese  military  missions  to  the  U.S.  should  be 
curbed  or  suspended.  In  every  international  forum  possible, 
we  should  take  Beijing  to  task  on  human  rights  abuses,  espe- 
cially its  gruesome  practice  of  executing  prisoners  to  "har- 
vest" their  organs  to  sell  on  the  international  market. 

When  an  authoritarian  government  is  in  trouble  on  the 
home  front,  it's  tempted  to  play  the  nationalist  card  to  shore  up 
support.  The  rise  of  movements  such  as  Falun  Gong  are  a  his- 
toric barometer  showing  that  the  current  regime  is  losing  legit- 
imacy (the  "Mandate  of  Heaven")  in  the  eyes  of  its  people. 
China  faces  immense  economic  challenges,  from  local  appa- 
ratchiks who  shake  down  or  inhibit  local  entrepreneurs  to 
state-owned  companies  that  are  hemorrhaging  red  ink.  Kow- 
towing to  Chinese  truculence  does  nothing  to  enhance  liberal- 
izing forces  within  China  or  inhibit  diplomatic  belligerence. 

If  the  White  House  makes  clear  the  rules  of  engagement, 
there  will  be  less  room  for  misunderstanding,  and  an  environ- 
ment will  be  created  in  which  positive  business  can  be  done  and 
in  which  China  might  evolve,  ultimately,  into  a  liberal  democracy. 


GIVING  PATIENTS  REAL  INDEPENDENCE 


3NGRESS  DEBATES  A  PATIENTS'  BILL  OF  RIGHTS,  IT  SHOULD 
atients  a  real  favor  by  removing  the  ridiculous  restrictions 
gling  Medical  Savings  Accounts.  MSAs  would  give  people, 
ad  of  third-party  employers,  insurers  and  government  bu- 
nracies,  real  control  over  their  health  care  dollars.  That's  the 
late  form  of  accountability  and  control:  power  of  the  purse, 
ledical  Savings  Accounts  provide  coverage  for  accidents 
Jlnesses  after  a  high  deductible  is  met;  money  is  also  put 
an  IRA-type  account  for  covering  routine  medical  ex- 
es. With  MSAs  you  get  to  keep  the  money  you  don't  use, 
you  can  choose  your  own  doctor  or  health  care  plan. 
;over,  the  money  in  the  account  can  be  used  to  cover  the 
ctible.  The  result  is  that  MSAs  provide  excellent  coverage. 


MSAs  were  authorized  in  1996,  but  Washington  limited 
their  utility  and  attractiveness  with  arbitrary  curbs.  No  more 
than  750,000  policies  can  be  sold;  companies  with  more  than 
50  people  can't  offer  them;  and  mandatory  deductibles  were 
added  at  a  too-high  level.  Individuals  can't  buy  MSAs  on 
their  own,  even  when  their  employers  offer  health  plans  that 
are  inferior.  Big-government  types  dislike  MSAs  because  they 
would  rather  have  the  government  or  employers  (whose 
plans  are  regulated  by  politicians)  in  charge  of  health  insur- 
ance than  have  individuals  making  their  own  choices. 

Putting  consumers  in  charge  of  health  care  resources 
would  lower  health  care  costs,  just  as  consumerism  does  in 
virtually  every  other  area  of  the  free  market. 


NO  PEEPING  WITHOUT  PERMISSION 


SUPREME  COURT  WILL  SOON  RULE  ON  A  CRITICAL  CASE 
irning  our  privacy  in  this  high-tech  era.  Without  a  war- 
a  federal  agent  and  a  sergeant  of  the  Oregon  National 

d  used  a  thermal-imaging  device  outside  a  man's  house 


marijuana  inside  with  the  aid  of  high-intensity  lamps.  (He 
was.)  The  feds  profess  that  this  device  does  not  violate  the 
Fourth  Amendment,  which  bars  unreasonable  searches,  so  no 
warrant,  therefore,  was  necessary.  The  position  is  preposterous. 


regon  to  detect  whether  or  not  he  was  illegally  growing         Such  devices  are  the  high-tech  equivalent  of  bugs  for 
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COMMENT 


eavesdropping  on  telephone  conversations.  Supreme  Court 
justices  should  firmly  rule  that  the  authorities  cannot  use 
such  equipment  without  prior  court  permission.  Technology 
is  making  it  possible  for  imaging  devices  to  literally  see 


through  the  walls  of  our  houses  and  offices,  not  to  menl 
our  clothes.  Congress  should,  in  fact,  begin  drafting  legi 
tion  that  would  ban — outside  of  law  enforcement — thej 
of  such  equipment.  Penalties  for  violations  should  be  sev 


ANOTHER  CLUNKER 


THE  MUCH-BALLYHOOED  SACAGAWEA  GOLDEN  DOLLAR 
coin  has  belly  flopped  in  the  marketplace.  Despite  the  U.S. 
Mint's  spending  $45  million  to  advertise  the  coin,  most  of 
therm  Jend  up  either  being  kept  by  collectors  or  sitting  in 
America's  drawers  and  piggy  banks.  Why  can't  Washington 
understand  that  Americans  don't  want  dollar  coins  shoved 
down  their  throats?  It  should  have  learned  that  lesson  from 
the  Susan  B.  Anthony  fiasco.  People  prefer  the  convenience 
of  light  paper  dollar  bills  to  having  their  pockets  and  purses 
weighted  down  with  clunky  dollar  slugs. 

As  for  the  supposed  savings  in  issuing  coins  instead  of 
paper  (dollar  bills  have  a  life  expectancy  of  1 8  months;  coins, 
30  years),  it  is  more  than  outweighed  by  the  aggravation  of 


hauling  coins  around.  Advocates  admit  that  the  only  way  o 
can  be  substituted  for  paper  is  to  remove  the  paper  ver: 
from  circulation.  In  short,  force  the  change  on  the  popula 

The  Mint  thought  it  understood  what  had  gone  wr 
with  the  Susan  B.  Anthony  coin:  It  looked  like  a  quarter, 
the  portrait  of  Anthony  was  rather  forbidding.  This  ti 
however,  our  government  made  a  new  set  of  mistake 
added  manganese  to  heighten  the  coin's  golden  hue.  C 
time,  however,  manganese  exacerbates  tarnish  and  dis 
oration.  Calling  the  coin  the  "golden  dollar"  has  led  s< 
folks  to  think  it  has  more  value  than  the  corresponding  pa 

But  the  Mint's  fundamental  miscalculation  remains.  1 
pie  prefer  paper  to  coins.  Period. 


PUT  THE  PROS  IN  CHARGE 


NEW  YORK'S  MAYOR  RUDOLPH  GIULIANI  WANTS  TO  PUT  THE 
management  of  the  city's  two  airports,  La  Guardia  and  John 
F.  Kennedy,  into  the  hands  of  a  private  management  com- 
pany. Great  idea.  The  facilities  are  now  being  run  by  the  Port 
Authority  of  New  York  and  New  Jersey,  and,  as  any  traveling 
reader  can  tell  you,  customer  satisfaction  at  both  ranks  near 
the  bottom  for  major  airports  in  the  country. 

The  Big  Apple  has  signed  a  letter  of  intent  with  BAA  Inc., 
a  London-based  company  that  runs  Heathrow  Airport, 
among  others.  Once  a  contract  is  signed  the  outfit  will  act  as 
a  consultant.  The  Port  Authority's  lease  for  La  Guardia  and 
JFK  runs  through  2015.  But  New  Jersey  will  have  a  newly 
elected  governor  next  year  who  could  hasten  a  changeover. 

Decisions  similar  to  Mayor  Giuliani's  are  being  made  in 


numerous  countries  around  the  world,  where  airports 
being  either  privatized  or  operated  by  private  firms  ur 
long-term  leases.  In  the  U.K.,  for  instance,  17  airports  II 
been  sold  or  leased. 

In  addition  to  taking  air  traffic  control  out  of  the  hanc 
the  Federal  Aviation  Administration  and  turning  it  over 
private  corporation  accountable  to  the  industry  and  its 
tomers,  Transportation  Secretary  Norman  Mineta  she 
make  airport  privatization  a  top  priority.  Congress  passed 
Airport  Privatization  Pilot  Program  several  years  ago,  whicl 
lows  up  to  five  airports  to  be  leased  or  sold.  Washington  sh« 
remove  the  numerical  restriction,  as  well  as  the  one  sta 
that  airports  scheduling  passenger  service  may  be  les 
only,  not  sold.  Full  or  partial  sales  should  be  permitted. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


•  Ye  Waverly  Inn- 16  Bank  St.,  at  Waverly  Place  (Tel.:  929-4377). 
New  owners  have  given  this  cozy  colonial  inn  a  wonderful  lift, 
and  the  food  is  excellent.  Best  bets:  roasted  beet  salad  with 
arugula,  blue  cheese  and  plum  tomatoes  in  a  citrus  vinaigrette; 
roasted,  boneless,  spinach-stuffed  quail  on  frisee  lettuce  in  a  yo- 
gurt sauce;  herb-crusted  rack  of  lamb;  and  pan-seared  chicken 
breast  over  angel  hair  pasta.  Be  sure  to  try  the  lemon  bundt  cake. 

Town-Chambers  Hotel,  15  West  56th  St.  (Tel.:  582-4445). 
Sparkling  new  eatery  with  "Attitude."  If  you  are  not  recognized, 
you  may  be  relegated  to  a  deafening  corner  in  the  upstairs 
lounge.  If  you  are  recognized,  you'll  be  seated  downstairs  in  the 
beautiful,  open,  airy  space.  The  fare  is  wonderful.  Tops:  risotto 
of  escargots  with  sweet  garlic  and  black  truffles;  foie  gras  terrine 
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with  sweet  pepper  jelly;  poached  salmon  with  peas  and  oni 
in  a  lobster  essence;  and  tuna  roast  with  sea  urchin  sauce, 
cheese  course  is  divine,  and  desserts  are  sinfully  good. 

•  Clementine- 1  Fifth. Ave.,  at  8th  St.  (Tel.:  253-0003).  The  j 
and  lively  bar  scene  doesn't  impinge  on  the  fountained  t 
quility  of  the  dining  room.  The  food  is  very  good.  The  I 
tartare  is  a  highlight;  the  aged  sirloin  in  red  wine  pepper  sj 
is  as  good  as  steak  gets;  and  the  ginger-crusted  tofu  is  delici 

•  Del  Frisco's- 1221  Sixth  Ave.,  at  49th  St.  (Tel.:  575-5129). 
operative  word  here  is  big — big  space,  big  portions,  big  bill, 
prime  strip  is  cooked  to  perfection;  lamb  chops  are  thick 
flavorsome;  and  the  side  of  asparagus  with  butter  and  aim 
shavings  has  just  the  right  amount  of  crunch.  Desserts:  big 


You've  survived  the  men,. 

Now  vouVe  fot  to  merge  the  dai 
Lucky  yen.  • 

■    .  ■ 


cky?  That's  exactly  how  you'll  feel  if  this  is 
the  challenge  that  finally  leads  you  to  SAS."  We 
can  bring  together  all  of  your  company's  data, 
regardless  of  source  or  platform.  Whether  it's 
operational  data,  transactional  data,  Web  data 
-you  name  it-  SAS  can  handle  it.  Without  undue 
strain  on  your  internal  resources.  Plus,  with  the 
analytical  power  of  SAS,  you  can  mine  that  new 
warehouse  of  information  with  uncommon  ease. 
Revealing  insights  into  customer  behavior,  opera- 
tional efficiencies,  even  supplier  relationships. 
Insights  that  can  have  a  profound  impact  on  your 
company's  agility  and  performance.  Not  to 
mention  your  bottom  line.  Tq  learn  more,  call 
us  at  800-727-0025.  Or  stop  by  www.sas.com. 


The  Power  to  Know,, 


other  SAS  InslJtulelnc.  product  or  service  names  are  registered  trademarks  or  trademarks  of  SAS  Institute 
SA  and  other  countries.  ®  indicates  USA  registration.  ©  2001  SAS  Institute  inc.    40439US. 04/01 


-Atok  ^r 

Where  is  the  next  opportunity? 


Fresh  ideas. 
Leading  to  results.™* 


Deutsche  Bank 


ig  opportunities  happen. 


s  &  Trading         !_  Corporate  Finance     L_  Transaction  Banking  l_  Asset  Management   1_  Private  Banking         l_  Personal  Banking 


OTHER  C 0 M MENTS 


My  reading  of  history  convinces  me  that  most  bad  government 
has  grown  out  of  too  much  government. 

—SENATOR  JOHN  SHARP  WILLIAMS  (D-MISS.),  in  a  lecture  delivered 
at  Columbia  University,  New  York  City,  1912 


Cents-less  I  can't  take  this,"  the  clerk  said  earnestly. 
"You  have  to  take  it,"  I  retorted.  "It's  U.S.  currency.  It's  the 
new  dollar  coin  to  replace  the  Susan  Bs.  That's  Sacagawea. 
She  guided  Lewis  and  Clark  across  the  wilderness."  Now,  no 
doubt  this  store  has  accepted  thousands  of  fake  tens  and 
twenties  printed  with  the  motto  "In  Gid  We  Tust"  from  a 
runny  HP  inkjet.  But  it  was  clear  to  me  I  wasn't  about  to  be 
allowed  to  pass  a  rogue  Sacaga-whatever  dollar  coin.  I'd  have 
had  more  luck  paying  in  Canadian  nickels.  Worried  that  my 
Tastykake  would  soon  go  stale,  I  decided  to  flash  the  only 
currency  that  the  whole  world  smiles  upon:  no  greenback,  no 
portrait  of  a  dead  President,  but  rather  the  bane  of  numis- 
matists everywhere.  I  handed  the  clerk  a  piece  of  rectangular 
plastic.  And  then  with  a  flourish  I  signed  the  receipt  for  my 
seventy-nine-cent  transaction,  inscribing  the  name  Saca- 
gawea. The  clerk  didn't  even  bother  to  look. 

—CHRIS  WANJEK, 
Smithsonian 

Let  Us  Hope  For  China  to  buy  a  change  in  America's 
trade  policy  with  illegal  campaign  contributions  may  be  trou- 
bling. For  China  to  snatch  our  academics  and  put  them  on  show 
trials  for  espionage  may  be  dismaying.  For  China  to  acquire  our 
secret  technology  from  greedy  American  executives  and  friendly 
scientists  may  be  distressing.  But  for  China  to  hold  prisoner  two 
dozen  American  servicemen  and  -women  to  extract  our  apol- 
ogy for  its  own  reckless  wrongdoing — that's  infuriating.  And 
hell  hath  no  fury  like  a  Congress  double-crossed.  Those  on  the 


"Nothing  from  the  governor, 
but  I  did  manage  to  get  you  a  tax  extension." 


Hill  who  ignored  human  rights  and  buckled  to  corporate-C 
ton  pressure  now  mutter  about  rescinding  their  giveawa 
trade  restraints.  Those  who  closed  their  eyes  to  the  mis 
buildup  now  threatening  Taiwan  are  opening  them  to  the  r 
for  selling  that  democratic  ally  our  Aegis  antimissile  defe 
Beijing  will  soon  awaken  to  its  blunder.  Too  late;  the 
of  political  opinion  may  be  turning. 

— WILLIAM  SAFIRE,  New  York  Ti 

Grave  Robbers  The  death  tax,  enacted  three  times) 
fore  in  the  nation's  history  to  finance  defense  efforts,  and  alv 
repealed  shortly  thereafter,  has  been  on  the  books  for  ove 
years.  Immediate  repeal  is  what  the  public  wants:  Nearly  80° 
the  American  public,  across  political  lines  and  philosophies 
vors  abolishing  the  tax,  citing  the  unfairness  of  a  tax  that  is  cle 
a  levy  on  assets  that  have  already  been  taxed  at  least  once.  1 
remove  Uncle  Sam,  not  even  a  blood  relative,  from  first  in  lit 
claimants  for  a  loved  one's  earthly  possessions.  Let's  kill  the  d 
tax,  kill  it  dead,  black  flag  dead,  by  repealing  it  a  fourth 
final  time  by  allowing  this  onerous  tax  to  R.I.P.  in  the  year  21 

—JIM  MARTIN,  presid 
60  Plus  Association,  in  Washington  Ti 

Proof  in  the  Pudding  In  contrast  to  the  U.S.  exp 
ence,  Medical  Savings  Accounts  (MSA)  flourished  during 
1990s  in  Nelson  Mandela's  South  Africa.  By  now,  MSA  pi 
ucts  have  captured  more  than  half  the  market  for  prr 
health  insurance  in  that  country.  Thanks  to  a  favorable  rui 
from  the  South  African  equivalent  of  our  Internal  Reve 
Service,  employer  deposits  to  an  MSA  get  the  same  tax  ui 
ment  as  employer  payment  of  insurance  premiums.  T 
South  Africa's  MSA  products  compete  on  a  level  playing  1 
with  other  forms  of  insurance,  including  PPOs  and  HMO 

—JOHN  C.  GOODM 
National  Center  for  Policy  Anal 

[Sic]  Days  Below  are  notes  school  nurses  have  recei 
from  parents  explaining  their  children's  absenteeism: 

•  My  son  is  under  a  doctor's  care  and  shouldn't  take 
Please  execute  him. 

•  Please  excuse  my  son's  tardiness.  I  forgot  to  wake  him 
didn't  find  him  until  I  started  making  the  beds. 

•  Joe  was  absent  yesterday  because  he  had  diahre.. 
reath. .  .dyrea. .  .He  had  the  [bleep]. 

—LESLIE  GIBSON,  RN,  Nursing] 
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'Sitting  on  the  sidelines 
without  evaluating  your 
portfolio  may  be  risky." 


Charles  R.  Schwab 


Let's  not  mince  words  here.  These  are  emotional  times. 
Sfo  one  has  a  crystal  ball  on  Wall  Street. 

And  sitting  on  the  sidelines  without 
evaluating  your  portfolio  may  be  risky. 

Investment  Specialists  with  answers. 

Its  at  times  like  this  that  Charles  Schwab  can  help. 

^  With  Investment  Specialists  who  can  offer  personalized  advice. 

"hey  can  review  your  current  position 

and  discuss  specific  recommendations, 
hat's  because  our  Investment  Specialists  are  not  under 
(  the  pressure  of  commission-based  compensation. 
;ith  Investment  Specialists  at  every  one  of  our  394  locations, 
we  stand  ready  to  help,  whatever  the  market  conditions. 

For  an  investment  consultation  and  a  copy  of  our  free  guide 
mart  Answers  for  Today's  Market',  call  1  -000-790-3 803  today. 


Charles  Schwab  Si  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE  (0002-13171) 


Free  Guide 

caii 

1-800-790-3803 

click 

www.schwab.com 

visit 

394  locations  nationwide 


CharlesSchwab 

creating  a  world  of.  smarter  investors1"' 
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If  a  truer  symbol  of  the  archetypal  lawyer  exists,  may  it  stand  up  and  be  known.  At  Heller  Ehrman  yc 
woji't  find  jpeavily  starched  attorneys  thinking  equally  rigid  thoughts.  Instead,  you'll  find  teams  of  spirite 
y  KST  v  i  d  u  a  li  at  $  ■  t  o  o  k  i  n^i|j  ey  o  nd  the  expected  to  the  exceptional,  where  the  extraordinary  solutions  are  four 


A  new  mobile  era  begins  this  May  in  Japan,  when  NTT  DoCoMo  introduces  FOMA*  — 
the  world's  first  third-generation  wireless  service.  Via  compact  cellular  terminals,  FOMA  enables  fast, 
stress-free  communications  using  virtually  any  kind  of  data,  including  voice  and  high-resolution  video  images. 
Finally,  the  wireless  barriers  between  people  are  coming  down. 

*FOMA  (Freedom  Of  Mobile  multimedia  Access)  is  the  name  used  in  Japan  for  NTT  DoCoMo  W-CDMA  services. 


For  a  borderless  world. 


NTT  DoCoMo,  Inc 


www.nttdocomo.ee 


COMMENTARY  

On  Events  at  Home  and  Abroad 

By  Caspar  W.  Weinberger,  Chairman 


I 


BAHRAIN  AND  SAUDI  ARABIA-2001 


4RAIN  IS  A  HAPPY  ISLAND  COUNTRY  A  FEW  MILES  OFF  THE 
tst  of  Saudi  Arabia  and  connected  to  it  by  a  causeway.  It  has 
rays  been  a  good  friend  to  the  U.S.,  allowing  us  to  operate  a 
il  naval  base  there  for  the  Fifth  Fleet  and  supporting  us  when 
iers  in  the  region  have  been  less  than  cordial.  Bahrain  is  a 
all,  quiet  oasis  of  great  beauty  and  even  greater  age,  being 
site  of  the  ancient  city  of  Dilmun,  and  it  has  attracted  visi- 
s,  archeologists  and  our  military  personnel  for  many  years. 
Our  old  friend  Sheikh  Isa  bin  Salman  al- Khalifa  ruled  Bah- 
i  as  Amir  from  November  1961  until  his  death  in  1999,  when 
son  Sheikh  Hamad  bin  Isa  al- Khalifa  succeeded  him.  During 
■  visit  three  years  ago,  there  were  disturbing  signs  of  unrest, 
n  street  demonstrations.  The  Amir  and  the  ruling  al-Khalifa 
oily — Sunnis  in  a  land  that  is  about  75%  Shiite — have  always 
1  the  loyal  support  of  the  people.  But  the  dissolution  in  1975  of 
ascent  parliamentary  government,  added  to  the  more  recent 
•blems  of  rising  unemployment  and  allegations  of  discrimi- 
ion  in  favor  of  the  Amir's  large  family,  had  led  religious  oppo- 
lts  to  try  to  oust  or  radically  reform  the  existing  government. 
Amir  Hamad  has  succeeded  to  a  surprising  degree  in  end- 
much  of  the  dissent  by  dint  of  his  personal  charm  and  by 
ning  more  than  95%  of  the  population's  acceptance  of  a 
v  charter.  The  charter,  drafted  by  a  highly  representative 
iup  including  non-Muslims  and  women,  is  a  framework 
a  new  constitution  (now  being  written).  It  grants  many 

Ets,  such  as  universal  suffrage,  and  establishes  a  new  as- 
bly  that  will  wield  real  power.  The  government  has  also 
ided  to  release  many  of  its  political  prisoners.  Another  lift 
been  the  World  Court's  decision  confirming  Bahrain's 
:>uted  sovereignly  over  Hawar  Island,  a  small  area  thought 
lold  substantial  oil  and  gas  deposits.  The  case,  which  had 
n  pending  some  ten  years,  held  up  both  exploration  and 
elopment,  which  is  now  expected  to  proceed  rapidly. 
Private-sector  development  is  one  of  the  government's  main 
Is.  There  is  no  taxation;  foreign  ownership  of  businesses  is 
jfh  permitted  and  encouraged;  and  there  is  an  unusually  low 
|ne  rate.  The  U.S.  is  represented  by  a  skilled,  professional 
lomat,  Ambassador  Johnny  Young.  Fortunately,  the  future 
)ur  highly  valued  relationship  with  Bahrain  looks  secure. 

iudi  Arabia 

0  years  ago  we  concluded  that  "mild  pessimism"  best 

1  nmed  up  the  state  of  the  Saudi  economy.  After  our  visit 
!  month  and  following  some  24  interviews,  lunches,  din- 
i  i  is  and  meetings  with  bankers,  academics  and  business  and 
1  rernment  officials,  we  have  found  that  the  pessimism  has 


been  replaced  by  a  general,  if  cautious,  optimism. 

The  price  of  oil  is  now  about  $27  a  barrel,  compared  with 
1999's  $11.  The  Saudis  have  made  good  progress  in  reducing 
their  dependence  on  oil  (non-oil  activities  account  for  about 
70%  of  GDP),  though  the  price  of  oil  is  still  a  major  factor  in 
determining  the  state  of  the  economy.  Oil  sales  at  today's 
prices  are  just  about  enough  to  sustain  the  government's 
long-term  spending  commitments. 

Since  1999,  when  Crown  Prince  Abdullah  bin  Abdulaziz 
Al-Saud  invited  foreign  investors  to  invest  in  the  kingdom, 
vitally  needed  resources  have  begun  to  flow  in.  Despite  the 
royal  invitation,  not  all  restrictions  enforced  by  mid-  and 
low-level  bureaucracy  have  been  removed.  Privatization  pro- 
ceeds slowly,  and  there  is  a  long  list  of  state-operated  activi- 
ties not  yet  open  to  foreign  majority  ownership. 

The  kingdom  began  a  major  push  to  increase  tourism  by  ap- 
pointing Prince  Sultan  bin  Salman  bin  Abdulaziz,  to  head  the 
new  Supreme  Commission  for  Tourism.  The  Saudis  are  touting 
the  country's  tourist  attractions,  ancient  monuments  and  cool 
mountain  resorts,  as  well  as  its  excellent  facilities,  infrastructure 
and  primary  health  care  centers  built  in  the  last  decade. 

The  Saudis  are  succeeding  with  their  long-term  goal  of 
training  their  own  people  for  the  most  complex  of  engineering 
and  technological  tasks.  Their  greatest  engineering  achievement 
to  date  is  the  completion  of  a  giant  (500,000  barrels  of  the  high- 
est quality  light  crude  oil  per  day)  production  field  at  Shaybah 
in  al-Rub'  al-Khali,  also  known  as  the  Empty  Quarter.  The 
landscape  has  such  a  forbidding  aspect  that  someone  remarked 
it  makes  Death  Valley  look  like  a  summer  resort.  The  Saudis 
have  opened  roads,  built  an  airport  and,  more  important,  set- 
tled a  long-time  border  dispute  with  the  state  of  Qatar — all  of 
which  means  the  Empty  Quarter  may  no  longer  remain  empty. 

Saudi  banks,  many  closely  affiliated  with  Western  banks,  are 
thoroughly  modern  and  play  a  key  role  in  meeting  the  country's 
principal  economic  need:  private-sector  jobs.  Saudi  Arabia  is  at- 
tractive to  foreign  capital;  it  is  strongly  inclined  toward  free-mar- 
ket economics;  its  currency  is  stable,  with  no  capital  controls;  it 
enjoys  low  inflation  and  interest  rates;  and  it  has  a  modern  in- 
frastructure, which  continues  to  develop.  Despite  the  fact  that 
there  is  a  growing  number  of  Saudis  capable  of  holding  high- 
tech and  other  jobs,  the  kingdom  still  imports  labor  for  many  of 
the  positions  not  attractive  to  Saudis  spoiled  by  the  oil- rich  days. 

Our  close  and  generally  excellent  relationship  with  Saudi 
Arabia  is  fully  justified  from  all  points  of  view — econom- 
ic and  strategic — and  we  would  do  well  to  foster  and 
strengthen  that  relationship  in  the  years  ahead.  F 
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Triple  Performance 
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Our  high-speed  cache, 
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DIGITAL  RULES 


By  Rich  Karlgaard,  publisher 


iublisher@forbes.com 


DROP  CAP  GAINS  TAXES-OR  ELSE 


NTURE  CAPITAL  HAS  ALWAYS  BEEN  THE  RISKIEST  OF 

estment  types,  going  back  to  Queen  Isabella  and  her  crazy 
Columbus.  In  modern  times,  starting  in  the  1970s,  the 

:k  has  been  to  create  a  huge  pool  of  VC  money  and  spread 
risk  among  many  Columbuses.  During  that  period, 

chael  Milken  did  essentially  the  same  thing  with  bonds. 

using  new  computer  models — he  had  learned  about 

nputers  while  pursuing  his  M.B.A.  at  Wharton — Milken 
i  covered  how  to  extract  dandy  aggregate  risk- reward  ratios 

m  a  pool  of  individually  risky  loans. 

Venture  capital,  especially  in  its  Silicon  Valley  form,  has 
Kays  operated  a  bit  too  informally  to  resort  to  computer 
Ibdels.  But  the  same  risk-reward  idea  holds.  If  you  raise 
jpugh  cash  and  spread  your  bets  across  several  risky  start- 
Is,  your  returns  can  reach  the  stars,  even  if  most  of  your 
rjrtups  go  down  the  dot-commode.  Between  1974  and  1995 
[j  top  20  venture  capital  firms  in  the  U.S.  produced  an  an- 
Hal  return  of  35%.  That  beat  the  celebrated  Warren  Buffett 
^ring  the  same  period.  Between  1996  and  2000  the  VCs 
hbbered  Buffett.  Any  good  VC  firm  in  Menlo  Park,  Cam- 
tidge  or  New  York  doubled  its  money  every  12  months. 
|lt's  no  wonder  that  VCs  raised  a  record  $100  billion  in 
ijsh  money  in  2000,  a  huge  leap  over  1991's  modest  $1.7 
!Jlion  pot.  The  rub  now  is,  how  much  will  get  raised  in 
|)1?  If  history  is  a  guide,  the  number  will  fall  by  half. 

1  ipital  Shrinkage 

M 1 986  venture  capital  limited  partners — mostly  pension 
[uds  and  university  endowments — gave  the  VCs  $4.5  billion 
manage.  Excitement  ran  high:  The  Dow  had  soared  250% 
wee  August  1982,  and  the  IPO  market  was  smoking.  Then 
jjne  the  1986  tax  bill.  This  dropped  the  top  rate  on  income 
lies  and  made  it  equal  with  that  of  capital  gains — both  at 
|'/o.  This,  of  course,  killed  the  technology  stock  market 
Ten  it  took  effect  between  1988  and  1990. 
lYes,  predictable!  Money  is  pretty  darn  rational.  It  does  a 
p  job  of  looking  after  its  own  hide.  It  is  especially  sharp- 
id  when  it  comes  to  taxes.  Just  because  taxes  on  capital 
lis  and  income  are  at  the  same  rate  in  the  tax  code  doesn't 
Jan  they  produce,  in  fact,  the  same  result.  Income  is  taxed 
j  mediately.  Capital  gains  are  taxed  over  a  holding  period  at 
;  point  of  sale.  Even  a  small  rate  of  inflation — just  4%  to 
| ,  as  occurred  in  the  late  1980s — destroys  capital  gains.  In- 
ion  creates  a  phantom  paper  gain,  expos- 
r  it  to  more  government  grab.  Thus  does 
ation  wreck  the  risk-reward  balance  for 


investing  in  stocks — especially  tech  stocks,  which  don't  nor- 
mally pay  dividends  and  which  may  have  to  be  held  for  long 
periods  to  see  a  positive  return. 

Risk  grew  and  reward  shrank  in  the  late  1980s.  Blame 
modest  inflation,  in  league  with  that  zero  delta  in  taxes  on  cap- 
ital gains  and  income.  Money  reacted  as  money  always  does, 
rationally.  It  retreated;  tech  stocks  went  into  the  toilet;  IPOs 
slowed  to  a  trickle.  Venture  capital,  dependent  on  IPOs  for  li- 
quidity, shriveled  up  ...  all  the  way  back  to  $  1 .7  billion  by  1 99 1 . 

Such  a  retraction  is  happening  again,  says  Jim  Breyer  of 
Palo  Alto's  Accel  Partners.  Venture  capital  could  drop  by  half, 
to  $50  billion  in  2001,  he  thinks.  It  won't  stop  there.  "Out- 
flows don't  happen  suddenly.  They  happen  in  waves."  Breyer 
says  venture  capital  could  be  in  a  five-year  fade.  Returns  will 
ebb,  t :  d,  he  says.  Will  they  resume  a  pre- 1995  range  of  35% 
per  year?  Worse,  he  says:  maybe  25%  per  year  for  the  next  five. 

The  2:1  Solution 

Okay,  venture  capital  grew  awfully  fast,  and  some  retraction 
was  overdue.  But  it  would  be  a  pity  if  venture  capital  retreats 
as  far  as  Breyer  says  it  might.  Over  the  last  25  years  Ameri- 
can venture  capital  has  been,  without  a  doubt,  the  world's 
most  productive  capital.  It  has  not  only  whipped  Warren 
Buffett  in  strict  ROI  terms  but  has  also  supplied  critical 
growth  capital  to  world-beaters  like  Sun,  Compaq,  Mi- 
crosoft, Cisco  and  Ciena.  Compare  these  companies  with 
Buffett's  picks:  Dairy  Queen,  Coca-Cola  and  the  Washing- 
ton Post — artery  gunk,  stomach  acid  and  E.J.  Dionne. 
Which  capital  serves  America  best? 

One  reason  I  have  knocked  President  Bush's  economic 
guru,  Larry  Lindsey,  so  much  on  this  page  is  because  of  his 
odd  misunderstanding  of  capital  productivity.  It  was  Lind- 
sey who  killed  any  cap  gains  tax  cut  in  the  Bush  tax  plan. 
Sure,  dropping  the  top  income  rate  to  33%  is  a  fine  thing.  But 
that  cut  by  itself  perversely  brings  the  income  rate  closer  to 
the  cap  gains  rate  of  20%.  As  the  difference  shrinks,  so  does 
the  incentive  to  invest  in  the  future.  Happens  every  time. 

Nasdaq  agrees.  Hoping  for  a  Bush  fiscal  renaissance  at 
first,  it  popped  from  2250  to  2870  in  January.  Then  it  got  a 
peek  at  Lindsey's  tax  plan,  with  its  middle  finger  saluting  cap 
gains,  and  down  went  the  market. 

America  desperately  needs  a  cap  gains  tax  cut.  The  opti- 
mal rate  would  be  half  the  income  tax  rate — or  16.5% — ac- 
^  „.  .  ,„  .  cording  to  venture  capitalist  Breyer.  But 

To  see  past  Digital  Rules  °  r  '  , 

columns,  visit  our  Web  site  at  whY take  chances?  Round  it  to  1 5%.  That  s 
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Management 
By  Stock  Market 


BY  CARLEEN  HAWN 

DN  A  NAPKIN,  IT  LOOKS  EASY,"  SAYS 
Michael  Malaga.  It  sure  did.  His 
ill-fated  Internet  firm,  NorthPoint 
Communications,  had  rocketed  to  $5.3 
billion  in  value  by  May  1999.  Last 
month  the  DSL  wholesaler  was  sold  for 
piece-parts  in  a  court  auction.  AT&T 
paid  $135  million  for  the  wires  and 
routers,  but  it  ditched  87,000  customers. 

NorthPoint  made  a  few  investors 
and  insiders  rich,  but  drained  a  fortune 
from  savvy  pros — Paul  Allen,  Mi- 
crosoft, Bear  Stearns,  Salomon  Smith 
Barney.  Verizon  gave  it  $150  million  in 


September  and  saw  it  sink  into  Chapter 
1 1  by  January.  Lawsuits  abound. 

All  told,  NorthPoint  raised  $1.2  bil- 
lion in  less  than  four  years.  All  but  $53 
million  of  it  was  gone  by  last  October. 
In  46  months  of  existence  it  had  sales  of 
$116  million,  losses  of  $700  million  and 
debt  of  $508  million.  On  its  deathbed  it 
was  still  burning  $66  million  a  month. 

Malaga  insists  it  should  have  sur- 
vived. "The  only  things  we  needed  were 
for  customers  to  pay  their  bills  and  for 
the  phone  monopolies  to  obey  the  law." 

NorthPoint  needed  way  more  than 
that.  Plenty  of  new  telecom  firms  lose  a 


Internet  Time 


►  June  1997 

Michael  Malaga  raises 
$582,000  to  form 
First  Mile 
Communications, 

DSL  wholesaler 
for  businesses. 


►  December  1998 
Ends  year  with  1,500 
accounts,  $931,000 
in  sales,  losses 
of  $29  million. 
Debt  is  $59  million. 


►  August  1997 
Sells  33%  stake  to 
Benchmark  Capital, 
Greylock  and  Accel 
Partners  for 
$11  million,  gets  new 
name:  NorthPoint. 

►  March  1998 

Launches  in  San  Francisco,  spends 
heavily.  Former  FCC  chief  Reed  Hundt  joins 
board  in  May.  In  July  gets  $50  million 
bridge  loan  from  Morgan  Stanley. 


►  February  1999 
Raises  $64  million  from  II 
venture  investors  for  40% 
stake;  Carlyle  gets  23%, 
Paul  Allen's  Vulcan  Ventures 
gets  10%.  Values  NorthPoint 
at  $160  million. 


T  E  L  E  c  0  M  I  NorthPoint  rodi 
the  Web  wave,  scrapping  its 
first  strategy  to  woo  Wall 
Street.  A  few  players  got  rich 
Everyone  else  lost  their  shirt: 

bundle  early  on.  NorthPoint  was  bi 
dened  by  horrific  finances,  yet  buo) 
by  investors  only  too  eager  to  fund 
outfit  that  was  eating  far  more  thar 
killed.  It  was  hostage  to  a  manic  cap] 
market,  rewriting  strategy  to  meet  1 
whims  of  Wall  Street. 

Malaga,  who  with  five  fellow  alu 
from  WorldCom's  MFS  poo 
$582,000  to  form  NorthPoint  in  Ju 
1997,  started  with  a  simple  busin< 
plan;  it  would  require  $100  million 
most.  He  wanted  to  sell  high-speed  t 
access  over  phone  lines  (DSL,  digi 
subscriber  line)  to  small  businesses 


►  November  1999 

Shares  at  $32.  Market  cap,  $4.3 
billion.  Lockup  expires.  Benchma 
Greylock  and  others  begin  selling 

►  December  1999 
In  six  months  NorthPoint  has  spe 
more  than  $300  million  of  IPO  c 
Now  in  28  markets.  Full-year  sal 
$21  million,  losses  of  $184  millior 
Debt  at  $88  million,  with  $28  mi 
in  interest.  Stock  ends  month  at 


►  April  1999 
Lands  $48  million  selling  small 
stakes  to  partners  Intel,  AtHome, 
Verio,  Frontier,  Cable  &  Wireless, 

others.  With  423  employees,  spends 
it  in  less  than  three  months. 

►  May  5, 1999 

Goldman  Sachs  takes  it  public,  raises 
$387  million.  Stock  jumps  from  $25 
to  $40  first  day.  Value:  $5.3  billion, 
2,400  times  revenue.  Now  in 
17  cities  with  13,200  end  users. 


►  February  2888 
Goldman  raises 
$400  million  in  junk 
debt.  Benchmark, 
Accel,  Greylock, 
Hundt  and  Malaga 
have  sold  shares. 
Stock  price  holds 
steady,  ending  the 
month  below  $23. 
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jj.n  areas.  Never  mind  residential 
jj)mers,  who  won't  pay  enough,  and 
[iiuburbs — too  far-flung  to  serve 
|  ply.  NorthPoint  aimed  to  reach 
j  of  subscribers  by  leasing  lines  at 
i  of  local  telcos'  switch  sites, 
'he  first  backers  bought  it.  In  Au- 
I  1997  Accel  Partners,  Benchmark 
I  tal  and  Greylock  put  up  $1 1  million 
|>3%  in  equity.  NorthPoint  ended 
I  with  $931,000  in  sales,  $29  million 
Isses  and  $59  million  in  debt. 
Ils  the  Web  roared  through  1999, 
I  :hPoint  eyed  a  public  offering.  Wall 
let  cared  little  about  profit — that 
id  come  later.  It  valued  these  firms 
lubscriber  growth  and  access  lines. 
|  JorthPoint  scrapped  its  plan  and 

I.  sed  on  the  metrics  Wall  Street 
led.  Financially,  it  made  no  sense. 
Malaga  went  all  out,  raising  $530 
ion  in  1999  to  build  a  bigger  net- 
Ik  and  serve  both  businesses  and 
Burners.  Everywhere.  He  began  dou- 
|g  subscribers  and  revenue  each 
I  ter,  letting  losses  mount. 

py  the  time  Goldman  Sachs  took 
BthPoint  public  in  May  1999,  raising 
W  million,  it  was  in  625  central- 
Ich  sites,  50%  more  than  first 
Ined.  Its  customer  base  had  grown 

II,  200.  Trouble  was,  most  of  those 


customers  would  never  be  profitable. 

NorthPoint  paid  the  Bells  $18  a 
month  for  each  line  and  resold  them  to 
Internet  service  providers  (ISPs)  for  as 
little  as  $35.  The  $17  left  over  barely 
covered  network  costs  which,  for  the 
first  nine  months  of  2000,  ran  $700  per 
subscriber  per  month.  NorthPoint 
leased  space  in  1,800  switch  sites  for  at 
least  $81  million.  Equipping  them  cost 
upwards  of  $200  million.  Linking  each 
switch  to  a  node  serving  multiple  ISPs 
cost  $2,000  a  month.  In  some  residen- 
tial areas  each  line  had  as  few  as  four 
clients,  and  the  operating  profit  margin 
was  -1,380%.  The  same  line  in  a  busi- 
ness district  had  a  36%  margin  because 


Going  Nowhere  Fast 


There  was  plenty  of  demand  for  North- 
Point's  high-speed  Internet  service, 
but  not  enough  money  to  pay  for  it. 

$100  Ratio  scale 
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it  served  60  to  400  end  users. 

NorthPoint  ended  1999  with  $21 
million  in  sales,  $184  million  in  losses. 
Yet  analysts  at  Goldman  Sachs,  ING  Bar- 
ings and  Sands  Bros,  were  still  pushing 
the  stock.  NorthPoint  went  back  to  the 
trough  in  February.  Goldman  raised 
$400  million  in  junk  bonds,  now 
worthless.  By  March  NorthPoint  had 
41,300  users,  cumulative  losses  of  $295 
million  and  $488  million  in  debt. 

Malaga  gave  the  reins  to  North- 
Point President  Elizabeth  Fetter,  a  US 
West  veteran,  and  she  looked  for  an 
exit  strategy.  By  August  she  had  a  deal. 
Verizon  would  throw  in  its  DSL  assets 
and  gradually  pay  NorthPoint  $800 
million  in  cash  for  up  to  a  55%  stake. 
The  firm  would  hand  $350  million  to 
shareholders  ($2.50  a  share)  and  use 
the  rest  to  keep  building.  By  now  Nas- 
daq was  sick,  and  rivals  Covad  and 
Rhythms  were  ailing,  too.  Investors 
were  unmoved. 

The  end  came  quickly.  In  September 
Verizon  delivered  the  first  $150  million, 
getting  150,000  preferred  shares — now 
worthless.  In  October  NorthPoint's 
largest  ISP,  Flashcom,  welched  on  a  $9 
million  bill,  forcing  NorthPoint  to  restate 
third-quarter  sales,  down  20%.  On  Nov. 
29  Verizon  backed  out.  A  week  later  the 
banks  withdrew  credit  lines.  Even  after 
the  Chapter  11  filing  on  Jan.  16,  Fetter 
sought  a  rescuer.  She  found  none.  On 
Mar.  30  the  network  went  dark. 

AT&T's  $135  million  won't  go  very 
far.  After  closing  costs,  the  money  goes 
to  a  syndicate  of  banks  that  NorthPoint 
tapped  to  keep  the  company  running 
after  Jan.  16.  Bondholders  and  share- 
holders won't  see  a  penny  unless  North- 
Point wins  a  billion-dollar  suit  against 
Verizon  for  fraud  and  breach  of  con- 
tract. Verizon  says  it  was  well  within  its 
rights  to  kill  the  deal  given  NorthPoint's 
deterioration. 

Malaga  insists:  "This  would  have 
worked,  it  just  would  have  taken  time." 
Perhaps — if  NorthPoint  had  stuck  to  its 
original  strategy  of  serving  businesses 
in  denser  markets.  It  might  have  made 
NorthPoint  less  sexy  to  The  Street,  but 
the  firm  would  still  be  in  business.  F 


xh  2000 

hief  is  Elizabeth 
'  Her  bid  to 
(>500  million, 
ow  up  to 
nillion;  annual 
>t,  about  $60 
i.  Stock  at  $26. 

NI2000 
i'oint  talking 
ijerizon  about 
lig.  Stock  at  $16. 
l  ie,  others  begin 
<;  shares  in  May. 


►  Aug.  8, 2000 

Verizon  gets  55%  stake  in  "New 
Northpoint"  for  $800  million,  more  than 
half  to  fund  operations.  NorthPoint  now 

valued  at  $1.4  billion.  Malaga  and  Fetter 
sell  shares.  Stock  at  $14. 

►  September  2000 

Verizon  gives  $150  million  to  fund 
NorthPoint.  Now  in  109  markets.  Burning 
$66  million  each  month.  Shares:  $10. 

►  Nov.  20, 2000 

NorthPoint  cuts  third-quarter  revenue 
20%  to  $24  million  when  an  Internet 
client  fails  to  pay  its  bill.  Stock:  $3.40. 


►  Nov.  29, 2000 
Verizon  backs  out  of  deal, 
prompts  big  selloff.  Stock  falls 
below  a  dollar.  Debt  near 
$500  million,  cash  to  last  less 
than  a  month.  Layoffs  begin. 

►  December  2000 
Goldman  files  to  sell  NorthPoint 
stock:  800,000  shares  now 
worth  only  $500,000. 

►  Jan.  16, 2001 
NorthPoint  files  for  Chapter  II, 
seeks  buyer.  Stock,  at  $1.40,  is 
halted  on  Nasdaq  for  three  weeks. 


►  Mar.  30, 2001 

Network  goes  dark.  Shares  close 

at  2  cents.  NorthPoint  is  sold  to 

Michael  Armstrong's  AT&T  for 
$135  million.  AT&T,  wanting  the 
piece  parts,  scuttles  the  DSL 
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Channelers 
To  the  Stars 


Cheap  glam:  Harden  wears 
Crest;  Sciorra  and  Britney 
Spears  do  Swarovski. 


&  Gamble  signed  Jessica  Paster,  who 
outfits  Kim  Basinger  and  Marcia  Gay 
Harden.  Paster  is  promoting  Crest's 
new  Whitestrips  teeth  whitener. 

Among  those  stylists  who  consider 
their  craft  high  art,  the  endorsement 


trend  is  a  crass  conflict  of  interest. 
Bloch,  a  media  fixture  who  has 
represented  Hanes  pantyhose,  d 
the  line.  "If  someone  doesn't 
stockings,"  he  proclaims,  "I'm 
going  to  propose  it." 


The  Headless 
Headhunter 

SEARCH!  Executive 
recruiter  Korn/Ferry  has 
taken  on  its  toughest  job  ever. 


The  potential  for  a  black  eye  h 
pretty  obvious.  Its  reputation 
shrewd  boss-picker  is  on  the  line 
takes  too  long  or,  worse,  picks  som 
who  flops,  the  resulting  guffaws  w 
a  lot  of  damage  to  its  customer  ba 

Korn/Ferry  is  further  ratchi 
up  the  risk  element  by  searchin 
someone  who's  never  been  a  h 


selling  After  years  of 
wooing  celebrities,  marketers 
are  discovering  who  really 
wears  the  pants:  the  people 
who  dress  them. 

BY  LEIGH  GALLAGHER 

AT  THIS  YEAR'S  ACADEMY  AWARDS 
parties,  in  case  you  didn't  notice, 
actress  Annabella  Sciorra  carried 
a  handbag  made  by  Swarovski  North 
America,  a  unit  of  the  Austrian  com- 
pany that  makes  a  line  of  crystal  jew- 
elry. No  accident  was  her  choice  of  ac- 
cessory. It  was  picked  by  Phillip  Bloch, 
a  fashion  consultant  Sciorra  pays  to 
dress  her.  Bloch  undoubtedly  had 
more  than  good  taste  in  mind  when 
selecting  the  bag.  He's  one  of  a  hand- 
ful of  stylists  Swarovski  has  paid  to 
endorse  its  products. 

Stylists  like  Bloch,  with  their  close 
ties  to  celebrities,  are  becoming  the  new 
stars  in  the  marketing  world.  "They're 
the  arbiters  of  cool,  the  real  decision- 
makers," says  Hedi  Fitz,  a  senior  vice 
president  at  Swarovski.  And  at  any- 
where from  $5,000  to  $50,000  for  a 
one-time  event  or  a  retainer,  winning  a 
stylist  over  is  cheaper  than  buying  an 
endorsement  from  a  Hollywood  star. 
Stylists  will  lead  seminars  on  a  product, 
host  lunches  for  fashion  editors  and 
offer  up  blurbs  for  ads  and  promo- 
tional materials.  And  though  not 
obliged  to  do  so,  the  stylist  is  fully  ex- 
pected to  dress  clients  in  the  products. 

So  it's  no  surprise  the  trend  is  hitting 
all  kinds  of  products.  Pharmaceutical 
firm  Ortho-McNeil,  a  subsidiary  of  John- 
son &  Johnson,  signed  Debra  McGuire,  a 
stylist  who  dresses  NBC's  Friends  cast,  to 
endorse  a  new  case  for  its  Ortho-Tri-Cy- 
clen  birth  control  pill.  McGuire  says 
Ortho  doesn't  expect  her  to  somehow  get 
the  case  onto  the  show — though  that 
wouldn't  be  such  a  bad  thing. 

When  stylists  started  calling  a  great 
smile  this  year's  best  accessory,  Procter 


BY  CHRISTOPHER  HELMAN 

KORN/FERRY  INTERNATIONAL, 
the  world's  largest  executive- 
recruitment  firm,  is  in  the  midst 
of  its  biggest — and  riskiest — search 
yet.  It's  thrown  all  its  360  headhunters 
into  the  job,  which  should  take  six 
months,  nearly  twice  the  average 
length.  The  sensitive  assignment?  Find 
a  chief  executive  for  Korn/Ferry. 
Richard  Ferry,  cofounder  and  chair- 
man of  the  firm,  jokes  that  the  cost  of 
this  search  is  the  same  as  any  other: 
one-third  of  the  first  year's  cash  com- 
pensation. Current  Chief  Executive . 
Windle  Priem  is  retiring  by  the  end 
of  this  year.  Like  every  boss  in 
Korn/Ferry's  32-year  history,  Priem, 
63,  rose  through  the  ranks.  But  this 
time  Korn/Ferry,  which  went  public 
in  1999  (revenues,  $662  million  last 
year),  decided  it  needed  to  look  out- 
side, though  it  hasn't  foreclosed  find- 
ing someone  internally. 


hunter.  An  outsider  will  have  to  fi 
out  how  to  make  nice  to  those  36 
cruiters,  including  the  folks  pa 


over,  many  holding  underwater  s 
options.  The  recruiters  are  essenl 
independent  contractors,  earnin 
average  $700,000  each.  If  they're 
happy,  they  can  easily  pack  up 
Rolodex  and  head  to  another  s!k> 
But  hiring  internally  has  its 
problems.  It  might  not  produce  a 
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www.usps.com?  you  can  get 
free  shipping  supplies.  You'll 
also  find  services  to  help  your 
business  cut  back  on  shipping 
costs.  Free  address  forwarding 
,  and  no  residential  or 
Saturday  surcharges  are 


just  a  couple  of  ways  the 
).S.  Postal  Service®  helps  small 
iusinesses  cost-effectively  meet 
he  demands  of  their  customers. 

Tools  to  help  small  business. 


_/  POSTAL  SERVICE n 

www.usps.com 
keyword:  meet  demand 


OUTFRONT 


didate  with  the  right  Wall  Street  smarts 
and  strategic  thinking.  Korn/Ferry  is  no 
longer  a  clubby  private  partnership  fo- 
cused on  top-level  searches.  Now  it's  in 
constant  war  with  the  other  publicly 
traded  headhunter,  Heidrick  &  Strug- 
gles (revenues,  $594  million),  to  remain 
the  biggest. 

Plus,  these  are  difficult  times.  After 


Piggy  Bank 


three  years  of  headhunting  nirvana, 
companies  are  firing.  That  has  slowed 
Korn/Ferry's  business  and  decimated 
prospects  for  Futurestep,  its  online  re- 
cruiting site.  Korn/Ferry  shares  have 
plunged  60%  since  their  October  high, 
to  $16,  not  much  more  than  the  $14 
initial  offering  price. 

Likely  prospects?  Internal  candi- 


Huntington 
like  a  military 
machine. 
Now  it  looks 
like  his  ATM. 


BY  MARK  TATGE 

AN  OIL  PORTRAIT  OF  AN  IMPERI- 
OUS Frank  Wobst  stares  out  at  a 
visitor  near  a  marble  staircase  at 
the  Columbus,  Ohio  headquarters  of 
Huntington  Bancshares.  Wobst,  67,  is  a 
powerful  hanger-on — as  he  has  been 
since,  at  age  1 1,  he  survived  the  Allied 
firebombing  of  Dresden  during  World 
War  II.  A  lawyer  by  training,  he  became 
chief  executive  of  Huntington  in  1981, 
when  it  had  $2  billion  in  assets,  and 
built  it  into  the  nation's  27th-largest 
bank  (December  2000  assets,  $28.6  bil- 
lion). But  at  some  point,  without  loos- 
ening his  grip,  Wobst  apparently  lost 
interest  in  creating  shareholder  value. 

Thanks,  in  part,  to  his  spending  more 
time  on  personal  and  civic  projects 
(using  the  bank's  money  and  influence), 
Huntington  just  reported  one  of  its 
worst  performances  in  five  years.  Net  in- 
come in  2000  fell  22%  to  $328  million. 
At  a  recent  $14  the  bank's  stock  has 
inched  ahead  1%  since  1995,  compared 


dates,  including  Peter  Christ,  Geo 
Champion  and  Peter  Dunn,  w< 
have  the  support  of  the  headhun 
The  favorite  outsider  is  George 
heen,  former  boss  of  Arthur  Ande 
Consulting,  now  running  comatose 
line  grocer  Webvan.  Pay:  at 
Priem's  $1.7  million  and  $570:| 
worth  of  options  last  year. 

Wobst:  Is  his  heart  in  Dresden? 

took  a  $990,000  salary  and 
awarded  stock  options  with  a  theo 
cal  value,  using  Black-Scholes,  of 
million;  the  previous  year  he  reca 
options  then  worth  $5.3  million, 
also  took  a  $1  million  bonus.  Oven 
last  few  years  Wobst  has  been  averaj 
one-fifth  of  the  executive  pool  of 
tions,  compared  with  5.3%  for  Ge< 
Schaefer  Jr.,  chairman  of  the  extrer 
profitable  Fifth  Third  Bancorp.  W> 
and  his  wife  have  free  use  of  the  a 
pany  Falcon  50  jet  to  travel  to  thei 
million  oceanside  home  in  H 
Sound,  Fla.  or  to  his  native  Germj 
(His  contract  requires  use  of  the  pi 
for  "security  reasons";  as  a  tangj 


Former  executives  have  resurfaced  as  dissidem 
shareholders  hoping  for  a  vote  to  sell  the  bank. 


to  the  average  147%  share-price  appre- 
ciation of  all  banks  in  the  S&P  500.  Hunt- 
ington's executive  suite  has  been  a  re- 
volving door:  In  the  last  three  years  seven 
highly  placed  managers,  including  two 
potential  successors  and  three  chief  fi- 
nancial officers,  have  exited. 

Other  former  executives  have  re- 
surfaced as  dissident  shareholders.  At 
the  company's  Apr.  19  annual  meeting 
they  planned  to  call  for  a  vote  to  sell 
Huntington — unless  Wobst  cuts  all  ties 
to  the  bank.  "It's  not  supposed  to  work 
this  way,"  says  Gerry  M.  Salkowski, 
onetime  president  of  Huntington  oper- 
ations in  Michigan,  who  is  leading  the 
charge  to  oust  Wobst.  "If  you  fail, 
you're  supposed  to  lose  your  job." 

Wobst  is  not  unemployed  and  has 
in  fact  been  fairly  well  paid.  Last  year  he 


benefit,  it  is  taxable.)  The  Falcon 
been  burning  up  vacationland  runv 
lately:  Flight  records  show  it  travels 
Wobst's  hideaway  three  times  in  Ma 
Then  there  are  those  pet  comn 
nity  projects,  including  the  Hunting 
Foundation,  set  up  with  $15  millioi 
the  bank's  money  in  1999  to  fund  k 
causes  of  Wobst's  choosing.  He  is  ti 
surer  of  Friends  of  Dresden,  a  grc 
raising  $100  million  to  reconstr 
Frauenkirche,  a  Lutheran  church 
stroyed  by  Allied  bombers.  He  fl 
suaded  local  leaders  to  designate  Di 
den  a  sister  city  and  the  bank  to  con 
up  $50,000  to  Dresden  Sister  City  Ii 
an  economic  development  group,  i 
by  Wobst.  Asked  how  much  the  ba 
has  given  to  Dresden  projects,  Woj 
replies,  the  amount  is  "minuscule." 
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Wobst  once  seemed  focused  on  the 
bank's  main  business.  Through  the 
1980s  and  early  1990s  he  turned  Hunt- 
ington into  a  small,  regional  power  in 
Michigan,  Ohio,  West  Virginia  and 
Florida  (FORBES,  Sept.  13,  1993).  Earn- 
ings grew  steadily.  The  bank  embraced 
technology  early.  Everyone  expected  the 
bank  to  be  bought  for  a  high  multiple. 

But  Huntington  started  coming 
apart  in  1997.  Wobst  bought  a  series  of 
banks  in  western  Michigan  and  to  cut 
costs  slashed  10%  of  the  work  force,  or 
more  than  1,000  jobs.  Out  went  bank 
presidents  and  boards  of  directors. 
Backroom  operations  were  trimmed. 
Service  suffered  and  depositors  pulled 
out.  Expenses  dropped  in  1999,  but  then 
bounced  back  to  preconsolidation  levels. 
Analysts  predict  Huntington  will  con- 
sume 60%  of  its  net  revenue  in  overhead 
costs  this  year,  up  from  52%  in  1999. 
Well-run  banks  Huntington's  size  post 
expense  ratios  well  below  50%. 

Wobst  has  failed  to  capitalize  on  an 
era  of  generally  falling  interest  rates. 
The  net  interest  margin — the  difference 
between  what  a  bank  earns  on  its  loans 


pyf  the  Numbers 


Overdrawn 

Under  Frank  Wobst,  the  fortgnes 
of  Huntington  have  risen  and  fallen. 

The  size  of  Huntington 
Bancshares'  auto-lease  portfolio. 


The  increase 
in  core-deposit  costs  at  the  bank. 

Wobst's  share  of  the  total 
number  of  stock  options  granted. 

Source:  Huntington  Bancshares 

and  what  it  pays  out  on  its  deposits — 
has  declined  to  3.7%  from  4.4%  in 
1997.  His  venture  into  auto  leasing  and 
indirect  auto  lending  (through  car  deal- 
ers) resulted  in  a  $33  million  aftertax 
loss  last  year.  Special  charges  have  be- 
come as  common  as  bankers'  tie  bars, 
totaling  $288  million  since  1997,  $108 
million  of  which  is  related  to  auto  leas- 
ing. Another  writedown  is  likely  this 
year,  say  analysts.  "In  retrospect," 
Wobst  concedes,  "I  think  I  could  have 
been  more  involved  in  the  details." 
He  says  he  was  more  preoccupied 


with  finding  a  successor  withir 
bank,  but  couldn't.  Under  sharehi 
pressure,  Wobst  finally  stepped  dov 
chief  executive  on  Feb.  15,  bu' 
mained  chairman  and  the  head  o 
board's  executive  committee.  The 
chief  is  Thomas  E.  Hoaglin,  51,  a 
mer  Bank  One  executive  vice  presii 
"I  have  no  concern  about  whether 
have  total  authority,"  he  says. 

Maybe,  but  we  doubt  that  Ho 
is  in  a  position  to  fire  Wobst.  He  v 
be  easy  to  remove — even  thougl 
dissidents  have  attracted  the  atter 
of  the  California  Public  Employee 
tirement  System,  which  has  1.4  mi 
shares,  along  with  other  big  sharel 
ers.  Wobst  owns  2.8  million  share 
1%,  but  indirectly  controls  the  vol 
another  11%  held  by  employee  r< 
ment  trusts  and  hand-picked  b 
members. 

But  even  if  Huntington  were  pi 
for  sale,  it  wouldn't  command  ; 
premium  over  its  $9.43  book  v 
Wobst  says  he  plans  to  retire  at  th( 
of  his  contract — Dec.  31,  2002. 
soon  enough  for  some  shareholdei 


Aspirin,  Please 

companies  A  U.S.  fund 
manager  is  challenging  Bayer  AG.  Share- 
holders shouldn't  expect  quick  pain  relief 

BY  DEBORAH  0RR 

MANAGEMENT  OF  BAYER  AG,  THE  138-YEAR-O 
German  chemicals  conglomerate,  is  due  for 
welcome  commotion  at  its  Apr.  27  annual  me 
ing  in  Cologne.  A  partner  at  New  York-based  money  m 
ager  Tweedy,  Browne  has  stirred  up  enough  American 
British  shareholders  to  get  a  breakup  resolution  taken  serious! 

Among  Thomas  Shrager's  points:  "The  pharmaceutical 
business  of  Bayer  alone  could  be  worth  close  to  its  present 
market  capitalization."  That  would  mean  the  fertilizers, 
chemicals  and  plastics  businesses  are  trading  for  nothing. 
Bayer  took  in  $29  billion  total  in  2000,  but  pharmaceuticals — 
a  third  of  sales — delivered  the  fastest  growth  in  operating 
profit  (before  interest,  taxes  and  depreciation),  58%.  Shrager's 
proposal:  Break  the  company  into  three  listed  entities. 

He  might  as  well  ask  Chairman  Manfred  Schneider  to  cut 
off  his  right  arm.  "We  believe  our  integrated  structure  has 
helped  us  drive  growth,"  says  Schneider.  "We  have  raised  div- 


idends every  year  for  seven  years  in  a  row.  We  have  impr 
our  operating  profits  year  to  year  over  the  same  period, 
double-digit  growth  in  each  of  our  main  divisions  last  y 
thers  see  another  reason  for  resistance.  More  than 
's  supervisory  board  is  made  up  of  wc 
resentatives  who  want  the  status  quo  I 
us,  Bayer  is  such  an  institution  at  its  h 
Leverkusen  that  local  authorities  w 
robably  fight  a  breakup. 

With  most  shares  safely  in  German  h 
hneider  won't  be  given  much  of  a  head 
is  month.  But  his  victory  could  be  Pyr 
■er  hopes  to  list  its  shares  on  the  New  York  Stocl 
change  later  this  year,  but  its  ADRs,  mirroring  tradir 
Frankfurt,  have  trailed  the  drug  sector  by  10%  over  the 
year.  Even  German  shareholders  who  will  probably 
against  the  resolution  complain  that  Schneider  is  a  slow  I 
sion  maker.  "Bayer  management  is  not  exactly  progress 
says  Guido  Dette,  at  Cologne-based  Gerling  Insurance. 

Schneider  also  had  better  look  at  how  other  German  g 
have  acceded  to  shareholder  pressure  of  late:  Mannesmanr 
taken  over  by  Vodafone  and  Hoechst  split  off  and  merged  r 
of  its  business  with  Pdione-Poulenc  to  form  Aventis.  For 
though,  that's  not  a  remedy  Schneider  can  swallow. 
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much  longer  will  you  settle  for 

"I  always  wanted  to  do  that"? 
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We  Own  That  Law 

legal:  Peter  Veeck  got  in  trouble  for 
publishing  building  codes  on  the  Web.  Turns 
out  this  particular  law  is  private  property. 


BY  DANIEL  FISHER 

SURROUNDED  IN  HIS  DISHEVELED  HOME  BY  PERSONAL 
computers  in  various  stages  of  disassembly,  Peter  Veeck 
hardly  looks  like  a  threat  to  municipal  government.  All 
he  wants  to  do  is  post  the  Denison,  Tex.  building  code  on  the  In- 
ternet. Turns  out  that  publishing  this  particular  law  is  illegal.  An 
obscure  but  powerful  organization  called  the  Southern  Build- 
ing Code  Congress  International  owns  the  copyright  on  it. 

Veeck,  a  60-year-old  retired  airline  pilot,  lives  in  a  decaying 
two-story  commercial  building  in  Denison,  a  small  city  70  miles 
north  of  Dallas.  While  renovating  the  structure  he  picked  up  a 
copy  of  the  municipal  building  code,  which  runs  more  than 
1,000  pages  and  several  volumes.  Having  forked  over  $385  for 
an  electronic  copy,  he  transferred  that  code  and  codes  for  nearby 
towns  to  a  regional  Web  site  he  runs  at  his  home.  The  next  cit- 
izen who  wanted  to  know  the  law  could  then  get  it  for  free. 


Within  weeks  Veeck  received  a  threatening  e-mail  1 
SBCCI,  which  claimed  copyright  infringement.  Veeck  is  th< 
of  the  late  Bill  L.  Veeck,  Chicago  White  Sox  owner,  and  h 
herited  more  than  a  little  of  his  father's  instinct  for  confix 
tion.  He  decided  to  take  on  a  legal  battle  with  the  SBCCI. 
Says  Veeck's  lawyer,  Eric  Weisberg:  "I  just  could  not  u 
ine  anyone  being  able  to  control  who 
the  law  or  that  there  could  be  a  toll  imp 
by  a  monopoly,  with  no  control  on  the  pi 
So  far  Veeck  is  out  of  luck.  In  1 999  a  1 
federal  judge  ordered  him  to  pull  the  c 
off  the  Web,  a  ruling  upheld  in  February 
three-judge  panel  of  the  Fifth  Circuit  C 
of  Appeals  in  New  Orleans.  Weisberg  wa 
hearing  before  the  full  court. 

The  building  code  group,  base 
Birmingham,  Ala.,  says  it  doesn't  mi: 
the  town  offers  copies  but  is  oppose 
widespread  Web  distribution.  SBCCI,  w 
budget  of  about  $9  million,  pays  engii 
to  write  the  code  and  then  gives  it  aw; 
towns  as  an  inducement  to  adopt  it  as 
SBCCI  covers  its  costs  by  selling  printed 
electronic  copies  of  the  code  to  archil 
engineers  and  contractors  for  as  much  as  $82  per  volun 
By  threatening  this  arrangement  Veeck  is  challengi 
basic  feature  of  the  modern  regulatory  state.  Instead  of  c 
ing  laws  in  public,  legislators  are  adopting  regulations 
duced  by  outside  groups  for  areas  such  as  telecommui 
tions  and  trade.  Some  of  those  groups  don't  restrict  acce 
their  works.  Others  take  a  harder  line.  The  American  f 
ical  Association  filed  briefs  in  the  Veeck  case  because  i 
codes  that  doctors  must  use — under  threat  of  crin 
penalties — to  bill  Medicare  and  Medicaid. 

Can  laws  be  copyrighted?  The  Fifth  Circuit,  citing  ] 
decisions,  said  privately  authored  regulations  can,  bu 
knowledged  concern  about  the  practice. 

Yale  Law  School  professor  Susan  Rose-Ackerman  i: 
palled:  "Part  of  what  it  means  to  have  a  democratic  go\ 
ment  is  that  citizens  can  find  out  what  the  rules  are." 


Digital  Frontier? 

MUSIC!  The  recording 
industry  again  proves  it's  on 
the  trailing  edge. 

BY  JULIE  PITTA 

IN  MARCH  A  FEDERAL  JUDGE  HANDED 
the  recording  industry  a  big  win 
against  Napster,  the  music-swapping 
network  it  sued  a  year  ago  for  copyright 
infringement.  The  judge  ordered  Nap- 


ster to  block  its  60-million- 
plus  users  from  swapping 
songs    owned    by  the 
recording  companies. 
Since  the  companies  claim 
that  more  than  two-thirds  of 
the  songs  being  traded  are 
theirs,  the  ruling  should  have  all  but 
snuffed  Napster  out.  And  that  should 
have  been  music  to  the  industry's  ears. 

Cue  to  an  anxious  theme  song  here: 
It  turns  out  that  the  record  companies 


are  having  trouble  i 
proving  what  they  ( 
The  judge  instru 
them  to  list  the  s< 
they  owned,  inclu 
title,  artist  and  the  cc 
sponding  file  names  use 
Napster-ites. 
Easy?  Apparently  not.  It  seems  th 
dustry's  record-keeping  is  hardly  sta 
the  art.  "A  lot  of  this  informatic 
stored  in  archaic  forms  and  in  some 
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Among  our  many  alliance 
partners  are  Cisco  Systems, 
Qwest,  FedEx  and  Ariba. 


So,  what  makes  these 
four  particularly  interesting? 


experienced  consultants 


They  all  began  as  our  clients. 


Consulting 


OUTFRONT 


paper,"  admits  Recording  Industry  Asso- 
ciation of  America  attorney  Matthew 
Oppenheim.  As  a  result,  the  industry 
complained  in  a  recent  court  filing,  it's 
had  to  spend  2,400  person-hours  on  a  list 
of  600,000  songs.  Much  of  that  time,  Op- 
penheim says,  has  been  spent  culling  in- 
formation locked  away  in  incompatible 


databases  and  assembling  them  into  a 
single  digital  format. 

All  this  feeds  right  into  Napster's 
game  plan.  The  longer  it  takes  the 
record  industry  to  comply  with  the 
court  the  better  off  it  is.  That's  because 
it  plans  to  start  a  pay  service  in  July  and 
doesn't  want  existing  users  to  defect  to 


one  of  the  competing  services  all 
up  and  running.  So  Napster  has  m. 
big  deal  that  some  of  the  informs 
the  record  companies  have  sent  it 
paper,  incomplete  or  unusable. 

As  old  album  covers  used  to 
ommend:  Always  keep  your  rec 
clean. 


Waste  Plants 

energy  Want  to  recycle 
some  dollars  and  turn  them 
into  garbage?  Invest  in  a 
biomass  energy  boondoggle. 

BY  RISHAWN  BIDDLE 

WHEN  IT  SECURED  FINANCING 
for  its  $400  million  garbage-to- 
energy  plant  in  Robbins,  111., 
Foster  Wheeler  could  barely  contain  its 
enthusiasm.  "This  will  be  the  most 
modern  waste-to-energy  installation  in 
the  world,"  puffed  a  1994  company 
press  release. 

Seven  years  later  the  plant  is  in  bank- 
ruptcy. Workers  are  stripping  what's  left 
to  pay  off  a  portion  of  the  $320  million 
in  outstanding  revenue  bonds.  If  they're 
lucky,  bondholders  will  get  35  to  45 
cents  on  the  dollar. 

Foster  Wheeler  has  taken  $261  mil- 
lion in  charges  so  far  for  the  misadventure.  "Waste-to-energy 
is  no  longer  a  part  of  our  business  plan  in  the  U.S.,"  says  its 
chief  executive,  Richard  Swift. 

But  it's  still  part  of  the  environmentalist  creed.  What 
more  saintiy  activity  could  there  be  than  to  dispose  of  waste 
and  produce  renewable  Btus  at  the  same  time?  The  only 
problem:  paying  the  bills. 

The  Okeelanta  co-generation  plant  in  Palm  Beach 
County,  Fla.  was  supposed  to  transform  sugarcane  waste  into 
energy.  One  of  two  plants  built  with  S288  million  in  bonds 
by  affiliates  of  the  wealthy  Fanjul  family,  Pacific  Gas  &  Elec- 
tric and  Bechtel,  the  plant  got  into  trouble  after  Florida 
Power  &  Light  reneged  on  25-year  contracts  to  buy  its  power. 
After  a  contentious  lawsuit,  FP&L  agreed  to  chip  in  enough  so 
bondholders  could  get  72  cents  on  the  dollar. 

Worse  off  are  bondholders  stuck  with  $323  million  in 
paper  issued  by  Southern  Co.  for  a  Mobile,  Ala.  paper-and- 
pulp-fueled  plant.  After  the  nearby  paper  plant  shut  down, 
Southern  put  the  biomass  project  in  bankruptcy.  Bondhold- 
ers could  get  as  little  as  10  cents  on  the  dollar. 


"If  anyone  comes  tc 
with  a  biomass  project,  I 
have  to  get  violent  i 
that  person,"  grum 
Brunswick  County,  ] 
county  attorney  Huey  I 
shall.  The  municipality  i: 
$250,000  on  a  garbage  ti 
fer  station  built  for  the  b 
fit  of  a  now-bankr 
$70  million  waste-to-en 
plant. 

Will  investors  n 
learn?  USA  Biomass  rec< 
went  bankrupt  trying  to 
vert  tree  trimmings 
other  "green  waste"  intc 
ergy.  Long  before  that,  C 
bustion  Equipment  As; 
ates  went  bust  in  1 980  w 
scheme  to  turn  garbage 
"eco-fuel"  for  a  power  { 
in  Bridgeport,  Conn. 
At  about  that  time,  pc 
cians  in  love  with  eco-fuels  came  up  with  laws  to  f 
garbage  collectors  in  a  certain  area  to  participate  and  tc 
above-market  trash  disposal  fees.  In  1994  the  U.S.  Supi 
Court  kiboshed  the  notion  that  government  agencies  c 
win  customers  at  gunpoint.  Since  1993,  according  to  ( 
ernmental  Advisory  Associates,  a  Westport,  Conn,  coi 
tancy,  37  waste-to-energy  plants  have  shut  their  doors. 

The  dream  goes  on.  There's  a  federal  subsidy  of  1.5  ( 
per  kilowatt-hour  for  electricity  made  from  both  poi 
and  wood  wastes;  five  senators  have  proposed  extendinj 
tax  credit  to  other  forms  of  biomass.  California,  grc 
zero  for  flaky  energy  schemes,  has  handed  out  $57  ml 
to  28  agricultural  and  municipal  solid-waste  biomass 
erators  since  1998,  while  the  federal  government  spent 
million  on  waste-to-energy  research  last  year. 

"Boondoggles?  They've  become  disasters,"  scoffs 
Atkins  of  CIBC  World  Markets,  who  has  represented  b< 
holders  of  the  Foster  Wheeler  and  other  waste-to-en 
white  elephants.  "Bad  for  the  bondholders,  the  guys  whc 
up  the  equity,  and  the  taxpayers." 


v: 

Up  in  smoke:  Foster  Wheeler's  Robbins,  III.  waste 
plant  turned  cash  into  trash. 
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60  of  the  Fortune  too  and  over  500 
of  the  Global  2000  are  clients. 


But  we're  getting  ahead  of  ourselves. 


! 


When  we  meet,  you'll  see 
why  they  hired  us  in  the  first  place, 


Call  us  at  1-866-FOR-KCIN. 
ww  w.kpmgconsu  lting.com 
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eality  bytes:  Kaleil  Isaza 
Tuzman,  unguarded. 


entertainment!  Failed  Internet  startups 
are  a  dime  a  dozen.  But  only  one  of  them  turned 
into  a  feature  film— for  better  or  worse. 

BY  PETER  KAFKA 

GOVWORKS  COFOUNDERS  KALEIL  ISAZA  TUZMAN,  29, 
and  Thomas  Herman,  30,  started  an  Internet  company, 
raised  millions  and  foundered— all  within  two  years. 
Just  about  par  for  many  would-be  Internet  moguls,  except 
that  their  experience  has  become  immortalized  in  a  docu- 
mentary movie.  They  allowed  filmmakers  to  trail  them  from 
the  company's  first  days  dating  back  to  early  1999.  The  result: 
Startup.com,  a  warts-and-all  documentary  from  Artisan  En- 
tertainment opening  in  May.  The  two  men  have  since  started 
a  new  venture,  Recognition  Group,  a  consultancy  and  equity 
fund.  FORBES  talked  to  them  about  the  prospect  of  being  fa- 
mous for  failing. 


FORBES:  How  do  you  feel  about  becoming  poster  boy; 
the  Internet  bubble? 

Kaleil  Isaza  Tuzman:  I  don't  feel  comfortable  with  it 
made  out  to  be  this  massive  gold  rush.  I  won't 
there  was  no  element  of  that.  We  all  were  blindei 
the  dollar  signs.  But  it  was  only  a  part  of  the  sto 
don't  need  any  more  people  seeing  something  ! 
can  throw  darts  at. 
Why  did  you  agree  to  the  filming? 
Tuzman:  Our  original  idea  was  it  would  be  a  good 
ricular  tool  for,  like,  a  business  education  class. 
And  presumably  it  would  be  good  marketing,  as  well. 
Tuzman:  I  guess  we  thought  that.  But  at  the  time 
had  no  idea  whether  we  were  going  to  be  a  comp 
that  succeeded,  failed  or  somewhere  in  between. 
Is  there  anything  you  wish  didn't  make  it  into  the  film? 
Tuzman:  There  were  a  lot  of  things  that  were  missing.  1 
told  a  story  that  was  pieced  together  in  an  editing  room, 
while  I  don't  think  I  necessarily  deserved  to  be  portrayed 
positive  light,  in  some  respects,  or  maybe  all  respects,  1 1 
of  look  like  a  [jerk]  in  the  film. 
Do  you  see  any  benefit  to  the  exposure? 
Thomas  Herman:  So  many  of  my  friends  and  family  don't 
derstand  the  degree  to  which  I  was  involved  in  this  busi 
and  how  all-consuming  it  was.  And  while  I'm  not  totally  ja 
about  the  way  I'm  portrayed,  at  least  I  can  show  it  to  then 
Any  benefit  in  starting  your  current  business? 
Herman:  It's  very  easy  to  color  your  own  recollection  of 
things  went  down.  There's  a  lot  of  things  that  you  can  < 
vince  yourself  weren't  your  fault,  but  when  you  have 
record  there,  it  really  makes  you  look  at  the  mistakes  mad 


multiplicity  comes  with  a  price.  PI 
of  companies,  like  E-Trade  and  ] 
Hotels,  feel  a  need  to  have  several 
main  names  to  prevent  losing  ou 
business.  That  can  be  costly.  Consul 
Gartner  Group  says  managing  new 
main  names  will  typically  cost  $75 
for  marketing  and  legal  expenses. 

Below,  a  sampling  of  newer  dor 
name  registries  that  originated  in  o 
countries  and  are  being  marketed  her 


►Registry 

Addresses 
►  logged 

Price  of 
►domain  name 

►  Plan  of  attack 

CC 

400.000 

$l00/two  years 

Wants  to  become  the  "universal"  alternative  to  .com 

.TV 

350,000 

$50  to  $1  mil/year 

Aimed  at  TV  industry  and  registrants  that  want  to  broadcast  content 

.MU 

10,000 

$l00/two  years 

Target  music  fans  on  college  campuses  this  summer  with  a  $10  million  ad  campaig 

LA 

14,000 

$l00/year 

Become  the  private  directory  for  Los  Angeles  county 

.MD 

8,500 

$i99/year 

Advisory  board  chairman  Newt  Gingrich  will  spread  the  word  to  health  care  indusfi 
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Domain  Game 

dot-com!  Just  what  firms 
have  been  waiting  for: 
more  Web  addresses. 

BY  MATTHEW  SWIBEL 

THE  DOMAIN  NAME  MONOPOLY  IS 
finally  coming  to  an  end.  Three 
dominate  now:  .com,  .net  and 
.org.  (The  government  restricts  usage  of 


.edu,  .mil  and  .gov.)  But  in  coming 
months  seven  new  ones  approved  by  a 
quasi-federal  agency  will  offer  Web  ad- 
dress seekers  an  alternative  to  picked- 
over  dot-com  real  estate.  They  are: 
.aero,  .biz,  .coop,  .info,  .museum,  .name 
and  .pro.  Plus,  entrepreneurs  who  have 
leased  two-letter  domain  codes  from 
foreign  countries  are  pumping  up  their 
marketing  to  sell  addresses. 

For  brand-conscious  businesses, 


>001  FedEx.  See  FedEx  Service  Guide  lot  lerms  of  carriage 


Shipping  to  Shanghai,  Beijing  or  Shenzhen? 

Then  go  FedEx,  your  fast  ticket  to  China.  FedEx  has  more  direct  flights  to  China  than  any  other  express 
carrier,  with  service  to  190  mainland  cities.  So  when  you  want  to  do  business  anywhere  in  China, 
visit  fedex.com  or  call  1-800-Go-FedEx  and  take  a  package  on  the  Orient  Express. 

This  is  a  job  for  FedEx!" 


Express 


HHHHHN 


EH 


"Deutsche  Telekom  is  a  leading  provider  of 
mobile  communications  services  based  on  the 
GSM  standard,  and  an  innovative  force 


in  mobile  data  and  m-commerce 


T-Mobile 


T-Online 
T-Systems 
T-Com 


Think  T.  Thir 


For  further  information:  WWW.  t  elekOITl .  de/  dtrShar  e 


GSM  is  the  world's  most  popular  digital  mobile  standard. 
Deutsche  Telekom  has  become  a  driving  force  behind  GSM 
and  other  mobile  telephony  advances  as  a  result  of  serving 
more  than  35  million  mobile  telephony  customers  through 
majority  owned  operations  and  another  1 0  million  mobile 
telephony  subscribers  through  minority  owned  companies 
internationally. 


GSM: 

a  mobile  communications  standard  without  boundaries. 

Designed  as  a  uniform  standard,  GSM  provides  its  cus- 
tomers with  seamless  mobile  communications. 

■  It  is  now  possible  to  use  the  same  cell  phone  through- 
out Europe,  in  broad  areas  of  Asia,  in  Australia,  and 
in  most  urban  areas  of  the  United  States. 

■  At  the  beginning  of  March  2001  more  than  1 0  million 
North  Americans  were  using  GSM,  and  three  out  of 
every  four  Americans  living  in  areas  covered  by  GSM. 

■  Today,  consumers  benefit  from  a  wide  variety  of  inno- 
vative applications-including  mobile  Internet  and 
fixed-network/mobile  hybrid  products-available  via 
a  broad  range  of  GSM-compatible  devices— from  cell 
phones  and  laptops  to  personal  organizers. 

GSM  is  driving  advances  in  mobile  data. 

GSM  capabilities  are  now  being  further  upgraded  with 
the  introduction  of  GPRS  high-speed  mobile  data.  In 
2000,  Deutsche  Telekom  became  the  first  network  oper- 
ator in  the  world  to  launch  a  nationwide  GPRS  network. 

■  GPRS  enables  the  transmission  of  mobile  data  at 
high  speeds-up  to  1 1 5  kbps. 


11  More  than  50  GSM  network  operators  across  the 
world  have  already  launched  GPRS  networks 
or  are  about  to  do  so,  making  international  offerings 
of  these  services  possible. 

■  GPRS  high-speed  mobile  data  capabilities  will  serve 
as  a  stepping  stone  to  the  deployment  of  third-gener- 
ation mobile  products  and  services. 

High  potential  for  m -commerce. 

GPRS  enables  cell  phone  users  to  engage  in 
m-commerce,  allowing  purchases  and  similar  trans- 
actions to  take  place  via  their  mobile  phone. 

■  According  to  ARC  group  the  number  of  mobile  data 
users  will  exceed  users  of  fixed  Internet  worldwide 
by  2005. 

■  Deutsche  Telekom  has  established  its  T-Motion  sub- 
sidiary to  concentrate  the  company's  efforts  to  bring 
m-commerce  capabilities  to  European  customers. 

Think  T.  Think  Telekom. 

Deutsche  Telekom's  success  and  innovative  strength  in 
digital  mobile  communications  make  it  a  company  with 
excellent  prospects. 


elekom! 


Deutsche  rp 
Telekom   "1"  " 
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Lion  in 


Let  cowardly  competitors 
cut  back  on  high  tech. 
GE  and  a  few  other  brave 
souls  are  keeping  the  faith. 


BY  DANIEL  LYONS 


Wintei 


SUDDENLY  TECH  IS  A 
wreck:  Cisco  and  Sun 
Microsystems  are  miss- 
ing sales  targets,  inven- 
tories are  climbing  and 
share  prices  are  falling 
faster  than  the  Mir 
space  station.  Busi- 
nesses are  doing  what  they  always  do 
in  a  slowdown — slamming  the  brakes 
on  spending. 

That  is  welcome  news  to  General 
Electric  Chairman  John  F.  Welch.  While 
everybody  else  pinches  pennies,  lays  off 
technology  staff  and  delays  purchases 
of  computer  gear,  Welch  and  his  crew 
plunge  ahead  with  an  Internet  build- 
out,  hoping  to  steal  a  march  on  rivals. 
Pursuing  Welch's  vision  of  "digitizing" 
every  aspect  of  the  company,  GE's  7,000 
tech  staffers  are  coding  up  dozens  of 
new  applications,  fueling  demand  for 
more  PCs,  servers,  storage  and  network 
routers.  GE  will  spend  $3  billion  on 
high  tech  this  year,  up  1 2%,  three  times 
the  rise  projected  for  IT  overall. 


"Two  years  ago  we  would  never  be 
doing  this,"  admits  Gary  Reiner,  GE's 
chief  information  officer.  "We  would 
have  been  cutting  IT  just  like  everybody 
else.  Tech  was  the  first  thing  we'd  cut. 
But  things  have  changed  here." 

Welch,  in  one  of  his  last  major 
speeches  inside  GE  before  his  planned 
retirement  later  this  year,  exhorted  500 
managers  in  January:  "Now,  with  the 
economy  tightening,  with  people  cut- 
ting back,  don't  let  yourself  cut  back  for 
a  second  on  your  digitization  efforts. 
This  is  the  time  to  widen  the  gap." 

GE's  NBC  unit  has  just  retreated  on- 
line, moving  to  buy  out  its  publicly 
traded  NBCi  portal  and  close  it  down. 
But  most  of  GE's  efforts  focus  inward 
rather  than  out  to  consumers.  Compa- 
nywide,  GE  insists  it  can  save  $1.6  bil- 
lion this  year  on  such  things  as  online 
auctions  and  ordering  systems;  it  hopes 
to  create  millions  in  new  revenue,  as 
well.  "It's  not  a  matter  of  tracking 
spending,"  Reiner  says.  "We're  tracking 
output,  not  input." 


It's  a  buyers'  market.  By  inve< 
now,  some  companies  hope  to 
business  from  their  cowardly  com 
tors.  A  more  immediate  benefit: 
can  get  stuff  cheap.  Sun  offers  60% 
counts  on  its  servers,  and  laid-off 
staff  is  there  for  the  taking. 

Cutting  back  on  tech  has  risks  < 
own.  Intel  pulled  back  on  spending 
downturn  in  the  early  1980s.  The  e 
omy  rebounded,  but  Intel  was  fo 
out  of  the  DRAM  business  by  Japa 
rivals  that  had  added  capacity.  The  c 
maker  retreated  again  in  1997-98 
couldn't  meet  reviving  demand.  Le 
learned,  Intel  this  year  will  spend 
billion  to  build  three  new  plants, 
year  90%  of  Intel's  $33  billion  in 
occurred  online,  but  only  one-thii 
parts-purchasing  did.  Racing  to  c 
up,  Intel  will  build  links  to  suppl 
hoping  to  increase  purchases  onlin 

Sprint  Chief  Executive  Will 
Esrey  wants  to  gain  ground  in  the 
phase  of  the  wireless  revolution.  Sj 
will  spend  $1.5  billion  this  year  o 
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network,  including  $800  million  for  a 
nationwide  3G  (third-generation)  ser- 
vice set  for  next  year.  "Others  are 
pulling  back  on  3G,  but  we're  pushing 
ahead,"  Esrey  boasts.  Sprint  also  is 
spending  nearly  $2  billion  to  build  1 1 
Web-hosting  centers  this  year. 

Galileo  International,  which  serves 
travel  agents  and  runs  one  of  the  largest 
data  centers  in  the  world,  says  it  will 
spend  "tens  of  millions  of  dollars"  to 
expand  into  Web  hosting.  In  a  slow 
economy,  "we  see  a  great  opportunity 
to  build,"  says  James  Lubinski,  an  exec- 
utive vice  president. 

At  GE,  Net  spending  is  up,  even 
though  the  company  cuts  elsewhere.  Even 


on  business  cards. 

GE  packages  these  efforts  under  the 
rubric  "e-Buy."  Bigger  gains  will  come 
from  "e-Make."  It's  boring  stuff,  such 
as  eliminating  thousands  of  forms  used 
in  the  building  and  inspecting  of  air- 
craft engines.  The  payoff  is  sexy:  Reiner 
vows  GE  will  save  $1  billion  this  year 
just  on  internal-productivity  gains. 

He  pushes  ahead  even  when  the  real 
dollar  value  is  unclear.  All  GE  managers 
soon  will  have  "digital  cockpits,"  a  set 
of  Web  pages,  constantly  updated,  that 
provide  a  snapshot  of  how  their  divi- 
sions are  doing.  At  GE  Capital,  the  brass 
is  settling  into  a  new  "e-Boardroom" 
with  laptops  and  wall  screens  worthy  of 


Central  costs  $1.2  million  in  sak 
and  $450,000  a  year  in  leased  ser 
"A  lot  of  these  things  are  just  very  i 
pie  work  flow  applications,"  Re 
says.  "That's  the  beauty  of  it." 

GE  started  its  Web  push  in  199S 
focused  on  sales.  After  a  year  of  tr) 
"it  really  hadn't  changed  the  woi 
Reiner  admits.  Last  year  GE  sold  $7 
lion  of  goods  and  services  onlir 
mere  5%  of  its  $129  billion  in  reve 
GE  hopes  to  double  its  Web  sales  to 
billion  this  year  and  eventually  to 
30%  of  revenues  over  the  Web. 

GE's  $7.3  billion  Medical  Syst 
business  now  lets  customers  click  a 
ton  on  a  Web  page  to  buy  soft\ 


"Don't  let  yourself  cut  back  for  a  second  on  your 
digitization  efforts.  This  is  the  time  to  widen  the  gap." 


IT  isn't  immune.  Last  year  GE  Capital  re- 
duced IT  staff,  and  this  year  it  will  con- 
solidate tech  staff  from  two  businesses  to 
save  a  few  bucks.  Across  GE,  70%  of  soft- 
ware development  must  be  outsourced, 
largely  to  shops  in  India  and  Mexico.  The 
biggest  impact  will  be  human:  By  year- 
end  GE's  digital  effort  could  bring  layoffs 
of  11,000  paper- pushers. 

Improving  back-end  purchasing  is  a 
top  priority.  GE  will  run  $14  billion  of 
$45  billion  in  annual  buying  through 
"e-auctions"  this  year,  double  the  level 
of  2000.  The  auctions  are  supposed  to 
squeeze  out  $600  million  in  savings. 
Developing  auction  software  costs  a 
puny  $20,000. 

Purchase  orders  and  invoices  will  go 
online,  too.  GE  processed  3.1  million 
paper  invoices  last  year  from  thousands 
of  suppliers.  Today  half  of  GE's  pur- 
chasing is  digital;  Reiner  wants  to  hit 
100%  by  year-end.  At  just  one  site,  for 
U.S.  invoice  and  purchase-order  cre- 
ation, he  will  save  $8  million. 

Another  back-end  initiative:  new 
software  that  lets  divisions  compare 
how  much  they  each  pay  for,  say,  sta- 
tionery, and  then  spot  the  best  deal  and 
steer  more  business  to  that  supplier. 
Developing  the  software  took  six  weeks 
and  cost  $18,000.  It  will  save  $500,000 


a  NASA  command  center.  GE  Capital  is 
also  cranking  out  a  monstrous  project 
called  "e-Deal  Room"  that  will  let  the 
lender  review  applications  online,  re- 
ducing processing  time  by  20%. 

Elsewhere,  a  30-member  team  is 
creating  a  Web  site  called  Support  Cen- 
tral, where  GE's  340,000  people  can 
share  expertise.  Later  this  year  it  will 
open  to  partners  and  customers.  "I 
don't  think  we'll  charge  for  it,  but  it  will 
become  an  advantage  of  doing  business 
with  us,  a  differentiator,"  says  Manuel 
Terranova,  a  GE  manager  who  helped 
create  the  site.  The  benefits  are  hard  to 
quantify,  but  the  cost  is  low:  Support 


►  By  the  Numbers 


Digital  Decree 

Jack  Welch's  mandate:  Don't  even 
think  about  cutting  tech  spending. 


GE's  sales  last  year. 


$3  billi 


GE's  IT  budget  this  year. 


Increase  in  GE's  2001  IT  budget 
from  last  year. 

|e  U.S.  company's  increase. 

Amount  GE  hopes  to 
save  by  "digitizing"  internal  processes. 


modules  for  their  medical  equipn 
Software  sales  will  triple  this  ye< 
$200  million,  half  of  it  on  the  Web. 

The  trick,  as  GE  is  learning,  is  t< 
vent  new  products  to  sell.  Best  op 
tunity:  information.  Joseph  Ho 
head  of  GE  Medical  Systems,  reel 
his  outfit  can  make  money  by  gatht 
usage  data  from  equipment  in  the 
and  selling  insights  to  customers.  1 
often  does  your  CT  scanner  b 
down?  How  much  money  does  ] 
MRI  machine  generate?  Which  hos 
technician  runs  a  procedure  the  fas 

Getting  there  will  require  spen 
$15  million  on  new  hardware,  inc 
ing  routers  and  switches  to  handle 
traffic  and  EMC  storage  systems  to 
the  data.  A  bigger  cost:  $35  millioi 
GE's  engineers  to  crank  out  the  < 
and  install  links  to  thousands  of 
chines  at  hundreds  of  sites. 

Hogan  says  the  new  venture,  c 
iCenter,  will  generate  $70  millio 
new  revenue  this  year  and  perhap 
times  as  much  down  the  road,  if  GI 
get  all  30,000  of  its  installed  mad 
hooked  up.  "We'll  spend  the  mc 
over  18  months — and  recoup  it 
year,"  Hogan  says.  "That's  why  GE  i 
vesting  in  times  like  this.  My  good] 
it's  pure  economics." 
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wc.  Official 

supplier  to 


We  care  for  the  male  gender:  take  the  mechanical 
pilot's  chronograph,  for  instance.  Soft-iron  inner 

case  for  protection  against  magnetic  fields. 
Mechanical  chronograph  movement.  Self-winding. 
Water-resistant  to  200  feet  and  proof  against 
subatmospheric  pressure  even  at  52,000  feet. 
Ref.  3706  in  stainless  steel,  $3,995 
(suggested  retail  price). 


IWC 


Since  1868. 
And  for  as  long  as  there  are  men. 


fift  ALPHA  OMEGA 


(mert'ca  k  (lf{ttc/i  <  lpecui/i.<ifx 


Harvard  Square  •  57  JFK  St.,  Cambridge,  MA  •  (617)  864-1227 
The  Shops  at  Prudential  Center  •  800  Boylston  St.,  Boston,  MA  •  (617)  424-9030 

Call  toll-free  (800)  447-4367 

To  receive  a  one  year  FREE  subscription  to  WATCH  INTERNATIONAL 
and  complete  IWC  catalog  please  call  (800)  432-9330. 


Getting  Off  Prozac 

How  depressing:  Lilly's  famed  franchise  will  soon  disappear. 
An  arsenal  of  new  remedies  is  at  the  ready  to  replace  it. 


BY  ROBERT  LANGRETH 

ELI  LILLY  &  CO.  HAS  THRIVED  ON 
sales  of  Prozac  for  more  than  a 
decade.  The  king  of  antide- 
pressants' wild  success — $21.1 
billion  in  sales  since  its  debut 
in  1987 — helped  Lilly  become  the  top 
seller  of  psychiatric  drugs  on  the  planet. 

But  the  gravy  train  will  soon  shud- 
der to  a  halt:  On  Aug.  2  Lilly's  patent 
protection  on  Prozac  expires,  barring  a 
last-minute  extension.  At  least  six  rivals 
plan  to  introduce  cheap  knockoffs. 
Prozac  sales,  now  at  $2.6  billion  a  year 
and  one-quarter  of  Lilly's  total  revenue, 
could  plummet  50%  or  more  in  a  year. 

Few  major  drugmakers  have  sur- 
vived such  a  devastating  plunge  and  re- 
mained independent.  But  that  is  exactly 
what  Lilly  Chief  Executive  Sidney  Tau- 
rel  vows  to  do.  He  dismisses  talk  that 
Lilly,  the  world's  tenth-largest  drug 
company,  needs  to  bulk  up  in  a 
megamerger.  "Size  for  the  sake  of  size 
does  not  create  shareholder  value,"  he 
says.  "We  will  get  through  this." 

Taurel,  a  52-year-old  Lilly  lifer  who 
held  various  marketing  positions  be- 
fore rising  to  the  top  job  in  1998,  fig- 
ures the  only  way  to  survive  the  loss  of 
one  breakthrough  is  to  find  another.  He 
is  betting  on  science,  boosting  Lilly's 
annual  research  budget  45%  in  three 
years  to  $2  billion. 

Here  comes  the  payoff:  Lilly  is  on 
the  brink  of  introducing  nine  new 
drugs  in  the  next  three  years,  more  than 
in  the  previous  ten.  It  is  taking  aim  at 
some  of  the  most  difficult  diseases,  in- 
cluding lung  cancer  and  diabetes.  One 
promising  candidate  is  atomoxetine,  a 
new  nonstimulant  drug  for  attention- 
deficit  disorder.  Another  potential  win- 
ner is  Cialis,  an  anti-impotence  pill  li- 
censed from  biotech  upstart  ICOS  that 


may  have  fewer  side  effects  than  Viagra. 
Both  could  hit  the  market  next  year. 

"It's  unprecedented,  not  only  for 
Lilly  but  for  the  entire  industry,"  Taurel 
intones.  "We'll  come  out  of  this  period 
as  one  of  the  fastest-growing  compa- 
nies in  the  industry,  if  not  the  fastest." 

Taurel's  biggest  reason  for  optimism 
stems  from  a  new  breakthrough  drug 
for  a  deadly  blood  disorder  called  sepsis. 
Sepsis  is  among  the  leading  causes  of 
death  in  intensive  care  units,  killing 
more  than  200,000  Americans  each  year. 
Taurel  gambled  more  than  $100  million 
on  trials  of  the  new  chemical,  dubbed 
Zovant,  even  though  a  dozen  previous 
attempts  elsewhere  had  failed  in  human 
trials.  But  Zovant  is  likely  to  succeed. 
Last  month  Lilly  published  trial  results 
indicating  that  the  drug  is  a  lifesaver. 
Peak  annual  sales  could  reach  $2  billion. 

Sepsis  occurs  when  the  immune 
system  goes  haywire  in  response  to  an 
otherwise  curable  infection,  such  as 
pneumonia.  The  body  churns  out  mas- 
sive quantities  of  harmful  immune-sys- 
tem molecules,  severely  damaging 
blood  vessels  and  often  leading  to  fatal 
failure  of  the  heart  or  lungs.  More  than 
700,000  Americans  are  afflicted  each 
year,  and  30%  to  50%  of  them  die. 
There  are  few  good  treatments. 

The  research  that  led  to  Zovant 
began  in  the  1980s,  as  scientists  at  Lilly 
and  other  firms  worked  not  on  sepsis 
but  on  stroke  and  heart  attack.  They 


solve  clots  in  cardiac  patients. 

Lilly  found  one  agent  called  pr 
C,  a  natural  anticoagulant  in  the  bl 
stream.  Two  young  researchers,  1 
Grinnell  and  Betty  Yan,  set  out  to 
duce  protein  C  in  large  quantities  foi 
ing.  Naively,  they  figured  it  would 
only  a  year  or  so,  but  protein  C  tv 
out  to  be  exceptionally  complex.  It 
easily  be  grown  in  the  way  other 
made  proteins  can.  They  were  finally 
cessful  in  1990,  some  six  years  later 

By  this  time  several  other  dot- 
ing drugs  had  hit  the  market,  dim 
protein  C's  commercial  prospect; 
cardiovascular  drug.  So  the  Lilly 
explored  accumulating  evidem 
medical  articles  hinting  that  the  1 
protein  might  play  a  key  role  in  se 

As  far  back  as  the  1960s  publ 
reports  found  that  sepsis  sufferer 
veloped  numerous  tiny  clots  in 
blood  vessels.  In  the  late  1980s  ! 
studies  showed  that  sepsis  patient 
abnormally  low  levels  of  protein 
their  blood.  Another  showed  injec 
of  protein  C  helped  baboons  su 
sepsis-like  infections. 

But  many  of  Grinnell  and  Yan 
periors  were  skeptical.  The  prevj 
dogma  then  was  that  the  best  w 
stave  off  sepsis  was  to  block  the  hai 
immune-system  molecules  that  1 
the  bloodstream;  never  mind  tryi 
prevent  clots.  Worse,  rival  sepsis  d 
aimed  at  the  bad  molecules,  were 


"We'll  come  out  of  this  period  as  one 


sought  to  identify  natural  human  pro- 
teins that  the  body  uses  to  prevent 
blood  clots.  The  goal  was  to  produce 
genetically  engineered  versions  of  these 
proteins,  which  could  be  used  to  dis- 


along  in  human  testing.  Lilly  b< 
suggested  winding  down  the  proje 
At  one  point  in  the  early  199C 
project  was  officially  shut  down,  bi 
two  researchers  and  colleagues  at  i 
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test-growing  companies  in  the  industry." 


>s  plugged  away  behind  the  scenes, 
)king  for  evidence  to  bolster  their 
>e.  In  one  study  they  examined  the 
:ords  of  26  sepsis  patients  and  found 
?ir  protein-C  levels  had  begun  to  de- 


cline hours  before  symptoms  of  sepsis 
appeared;  this  suggested  that  lowered 
protein  C  was,  indeed,  a  cause.  And  in 
test-tube  experiments  Lilly  researchers 
showed  that  protein  C,  besides  prevent- 


ing clots,  also  blocked  early  signs 
of  inflammation  in  the  blood 
vessels. 

Then  the  trials  involving 
drugs  aimed  at  immune-system  mole- 
cules began  to  fail:  Centocor's  effort 
faltered  in  1992,  and  drugs  from  Chi- 
ron and  Synergen  failed  in  1994.  By 
1995  some  researchers  questioned 
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whether  any  drug  would  ever  work 
against  sepsis,  arguing  that  by  the  time 
the  symptoms  appeared,  the  disease 
was  irreversible. 

About  that  time  the  Lilly  team  ran 
an  early  trial  on  131  sepsis  patients  in- 
jected with  protein  C — and  found  sur- 
prisingly encouraging  results.  The 
protein  seemed  to  reduce  clot  forma- 
tion, but  the  trial  was  too  small  to 
prove  that  patients  had  lived  longer. 
Buoyed,  Lilly  research 
chief  August  Watanabe 
pushed  for  a  large-scale 
trial,  and  Taurel  agreed. 
In  1998  Lilly  began  a 
clinical  test  designed  to 
cover  2,300  patients  over  three  years, 
at  a  cost  of  more  than  $100  million. 
Wall  Street  viewed  it  as  a  long  shot. 

Following  standard  protocol,  Lilly 
scientists  were  kept  in  the  dark  about 
how  Zovant  (a.k.a.  protein  C)  was 
doing.  The  first  hint  would  come  on 
June  28,  2000,  when  an  independent 
panel  of  doctors  overseeing  the  study 
was  scheduled  to  take  an  early  peek  at 
the  results.  If  the  drug  wasn't  working, 
the  panel  could  halt  the  trial  early. 


On  that  day  Lilly's  clinical-trial  team 
nervously  waited  for  word  from  the 
panel.  After  lunch  a  one-page  fax  ar- 
rived: The  doctor's  panel  recommended 
halting  the  trial.  The  reason:  Zovant's 
benefits  were  so  dramatic,  it 'would  be 
unethical  to  continue  giving  half  the  trial 
patients  a  placebo.  No  one  said  a  word 
for  a  long  time.  "We  were  shell-shocked. 
It  was  too  much  to  hope  for,"  recalls 
William  Macias,  medical  director  for 


half  the  regular  time,  because  the  s 
drug  was  so  promising.  If  all  goes 
Zovant  could  win  approval  in 
July — just  days  before  Prozac's  p; 
protection  ends. 

Last  month  the  world's  lea 
medical  journal,  the  New  England, 
nal  of  Medicine,  published  final  re 
of  the  Lilly  trial,  which  was  halted 
at  1,690  patients.  Overall,  Zovari 
duced  the  death  rate  from  sepsis  1 


Lilly  may  introduce  nine  new  drugs  in  the  next 
three  years,  more  than  in  the  previous  ten  year 


Zovant.  Lilly  shares  soared  17%  when 
the  news  broke  the  next  morning. 

Exactly  how  crucial  this  result  would 
be  to  Lilly's  future  became  clear  weeks 
later,  in  August  2000,  when  a  court  in- 
validated an  extra  patent  that  Lilly  had 
hoped  would  extend  Prozac's  exclusivity 
from  2001  to  2003.  Lilly  is  appealing. 

Early  this  year  Lilly  sent  to  regula- 
tors its  new  drug  application  for  Zo- 
vant. The  Food  &  Drug  Administration 
granted  an  expedited  six-month  review, 


Son  of  Prozac 


most  20%.  Doctors  estimate  the 
could  save  20,000  patients  a 
"There  aren't  many  drugs  that  can 
more  lives,"  says  Vanderbilt  Univ< 
intensive-care  specialist  Go 
Bernard,  who  led  the  trial. 

Chief  Executive  Taurel  will 
more  than  Zovant  to  replace  the  r 
of  Prozac.  So  Lilly  is  scrambling  t< 
two  successor  antidepressants 
could  help  patients  who  don't  res] 
well  to  existing  entries  (see  box). 

In  the  longer  term  L 
testing  a  drug  to  prever 
nasty  complications  of 
betes,  such  as  kidney  ft 


Prozac's  long  reign  is  almost  over,  and  Eli  Lilly  has  no  immediate  successor.  The  com- 
pany has  two  new  depression  treatments  in  advanced-phase  human  trials,  and  both 
may  help  patients  who  don't  respond  well  to  existing  medicines.  "We  are  racing  against 
the  clock  to  get  the  new  products  out,"  says  Albertus  van  den  Bergh,  who  heads  Lilly's 
neuroscience  business  unit. 

The  first  would-be  son  of  Prozac  is  duloxetine,  a  dual-mechanism  drug  that  boosts  levels  of 
serotonin  as  Prozac  does  and  raises  levels  of  norepinephrine,  another  mood-altering  brain 
chemical.  Psychiatrists  believe  this  dual-mode  approach  may  help  in  difficult  cases.  Lilly  hopes 
to  emulate  the  success  of  American  Home  Products'  Effexor,  a  dual-mode  latecomer  to  the  mar- 
ket that  has  benefited  from  the  perception  of  enhanced  efficacy.  Based  on  U.S.  prescriptions, 
Effexor  has  a  number  four  share  in  its  class  with  11.1%,  compared  with  25.4%  for  number  one 
Zoloft,  25.3%  for  number  two  Prozac  and  24.9%  for  number  three  Paxil,  according  to  NDC  Health. 

For  the  roughly  20%  of  depressed  patients  who  don't  respond  to  any  existing  drugs,  Lilly  is 
testing  a  combo  pill  containing  Prozac  and  its  schizophrenia  drug,  Zyprexa.  In  an  initial  trial  of 
28  treatment-resistant  patients,  6  of  10  who  took  the  Lilly  combo  felt  better  within  weeks,  far 
more  than  among  patients  who  took  Prozac  or  Zyprexa  alone.  The  combo,  called  OFC,  is  now  in 
the  second  of  the  three  required  phases  of  human  trials.  It  could  hit  the  market  in  2003. 

While  Lilly  waits  for  the  new  drugs,  it  hopes  to  retain  some  market  share  with  a  patented, 
once-weekly  formulation  of  Prozac,  approved  in  February.  But  unless  Lilly  can  find  a  legal  strat- 
egy to  delay  knockoffs— it  is  appealing  an  August  2000  decision  by  a  federal  appeals  court 
denying  its  bid  to  extend  Prozac  patent  protection— the  two  successors  to  Prozac  will  face  a  dif- 
ficult battle  to  reclaim  Prozac's  throne.  —  R.L. 


and  severe  eye  damage 
can  lead  to  blindness.  ( 
petitors  have  brought 
after  drug  into  human 
ing,  only  to  see  them 
Lilly's  approach  may 
bomb,  but  if  it  works,  i 
sure  blockbuster. 

Are  these  mea: 
enough  to  avert  the  m 
Taurel  wants  desperate 
avoid?  Lilly  shares,  ri 
high  before  the  big  lo 
court,  now  are  valued  i 
middle  of  the  pack, 
vestors  aren't  sold.  T 
has  proven  himself  a  sh 
gambler  so  far.  One 
shot,  Zovant,  is  about  t< 
off.  He  needs  to  hit 
more  big  jackpot  to  s< 
his  company's  future. 
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Help  yourself. 

Make  international  travel  easier  with  the  Star  Alliance"  network,  a  hand-picked 
selection  of  the  world's  finest  airlines.  Fly  the  Star  Alliance  network  and  your  priority 
status  on  one  member  airline  means  recognition  on  all  15.  www.staralliance.com 
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With  a  tanker  fleet  bigger  than  anything 
Aristotle  Onassis  had,  John  Fredriksen 
is  turning  the  tables  on  Big  Oil. 


BY  JOHN  GORHAM 

THE  FRONT  SUN  GLIDES  SLOWLY  TO 
a  stop  at  an  off-loading  station  on 
the  banks  of  the  Sabine  River  near 
Houston.  Her  25,320-horsepower  en- 
gine falls  silent  as  three  tugboats  strain 
to  maneuver  her  into  position.  In  her 
4-acre  hold  slosh  520,000  barrels  of 
sweet  Nigerian  crude  worth  $13  mil- 
lion. For  the  three-week  voyage  from 
the  Nigerian  oil  terminal  of  Forcados, 
the  Front  Sun  will  collect  $1.3  million, 
almost  half  of  it  profit. 

Much  of  that  money  will  flow  into 
the  pockets  of  Norwegian  John 
Fredriksen,  56,  who  has  come  from 
nowhere  to  control  the  largest  fleet  of 
oil  tankers  in  the  world,  just  as  tanker 
rates  near  30-year  highs.  Revenues  of 
his  company  almost  doubled  to  $697 
million  last  year.  Net  income  was  $314 
million,  a  45%  profit  margin. 

A  murky  character  notorious  for 
rowdy  drinking  binges  and  playing  rough 
with  takeover  targets,  Fredriksen,  with  his 
72  modern  crude-oil  tankers,  has  devel- 
oped a  stranglehold  on  the  critical  ship- 


ping routes  that  link  the  oil-thirsty  U.S., 
China  and  Europe  with  the  Middle  East. 

"He's  a  modern-day  Onassis.  The 
tanker  king,"  marvels  James  Winches- 
ter, a  longtime  shipping  analyst  at 
Lazard  Freres.  "He  landed  squarely  in 
the  sweet  spot  of  the  tanker  cycle,  with 
the  largest  fleet  of  ships." 

Intensely  secretive,  Fredriksen  never 
let  on  until  1986  that  he  even  owned 
ships,  claiming  that  he  was  simply  the 
front  man  for  unnamed  investors.  He 
had  good  reason  for  the  subterfuge.  His 
early  dealings  involved  running  crude 
to  and  from  hot  spots  that  included 
Lebanon,  Iran  and  Syria,  often  on  be- 
half of  shadowy  oil  traders  such  as 
Marc  Rich.  "He  was  the  lifeline  to 
the  Ayatollah,"  claims  Odd-Harald 
Haugue,  a  Norwegian  writer  who  co- 
authored  a  biography  of  Fredriksen. 

After  being  jailed  briefly  in  1987  in 
his  native  Norway  on  since-dismissed 
charges  that  his  tankers  burned  some  of 
their  crude  cargo  as  fuel,  he  decamped 
to  the  tax  haven  of  Cyprus,  where  he 
runs  a  growing  empire  of  tankers, 


Out  of  the  shadows:  Fredriksen  beefs  u 

drilling  rigs,  natural  gas  ships  anc 
fields  valued  at  more  than  $1  billic 

But  now  the  reclusive  shipp 
coming  out  of  the  shadows.  Backe 
capital  from  U.S.  investors  such  a 
delity  Investments  and  hedge  : 
Viking  Global,  Fredriksen  has  use 
Oslo-based,  Nasdaq-listed  Fron 
Ltd.  to  stage  a  series  of  takeover  : 
that  have  consolidated  the  crude  ta 
business.  In  a  bid  for  even  more  vi: 
ity  and  investors,  Fredriksen  ha: 
plied  to  list  Frontline's  shares  on  th 
Board.  Fredriksen's  46%  stake  in  Fi 
line  is  worth  $600  million. 

"John  put  his  money  when 
mouth  is.  He  put  his  entire  fortui 
risk,"  says  Morten  Arntzen,  foi 
head  of  transportation  finance  at  s: 
renamed  J.R  Morgan  Chase. 

It's  a  long  way  in  a  short  tim 
the  son  of  a  working-class  weldei 
years  ago  Fredriksen  was  just  or 
several  obscure  private  tanker  ow 
still  hurting  from  the  cyclical  c 
building  of  the  Seventies.  Oil  cor 
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Peace  and  Tranquility 
2000  Years  in  the  Making. 


omc  to  ANA,  Japan  and  Asia's  largest  airline*  While  many 
acular  gardens  in  Japan  cover  several  acres,  others,  rather 
unazingly,  are  no  larger  than  a  dining  room  table. 
\11  utilize  the  elements  of  nature  to  create  an 
environment  that  provides  visitors  with  a  sense  of 
!,  tranquility  and  fulfillment,  regardless  of  the  space  available. 
At  ANA,  we  like  to  think  of  this  philosophy  as  something  that 
res  us  in  the  way  we  approach  air  travel. 
For  example,  when  you  fly  our  First  Class  or  CLUB  ANA 
less  Class)  service,  you'll  have  access  to  the  Business  Corner,*  a 
ated  in-flight  space  where  you  can  plug  in  your  laptop  and  work 
vacy.  Laptop  battery  packs  are  also  available  on  select  flights.*1 
For  a  more  social  reason  to  leave  your  seat,  there's 
an  onboard  bar.1  a  relaxing  place  to  unwind 
a  cocktail  and  chat  with  fellow  passengers. 
ANA  First  Class  passengers  can 
:h  out  in  our  Fullflat 
which  of  course,  as  the 
;  suggests,  converts  into 


a  luxurious  180-degree  flying  bed.  Likewise,  our  CLUB  ANA 


Class  seats  in  the  sky  that  boasts  a  50-inch  pitch.  [  CT 

Onboard  entertainment  includes  a  variety  of  unu«i  MUcagr  plus- 
on-demand  films,  TV  shows  and  video  games.  And,  thanks  to  our  AVOD 
system,  you  can  stop,  rewind  and  fast-forward  all  the  action  at  will. 

As  for  service,  we  were  one  of  only  seven  airlines  worldwide 
recently  awarded  a  Five-Star  raring*1* 

ANA  has  daily  nonstop  flights  from  New  York,  Washington, 
D.C.,  Chicago,  San  Francisco,  and  Los  Angeles  to  Tokyo  and  a  net- 
work of  over  27  destinations  across  Asia  and  the  world. 
And  as  a  proud  member  of  Star  Alliance,  we  can  make  sure  you  get 
the  recognition  and  rewards  you  deserve  along  the  way,  including 
mileage  on  United  Mileage  Plus.* 

For  more  information,  contact  ANA  at  1-800-2-FLY-ANA 
orwww.flv-ana.com. 
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VIKING  RAIDER 


nies  exploited  the  oversupply  by  play- 
ing small  ship  owners  against  each 
other  to  get  rates  that  barely  covered 
operating  costs. 

But  Fredriksen  knew  that  many  of 
the  aging  clunkers  built  in  the  Seventies 
would  soon  start  wearing  out.  "The 
world  has  to  get  crude  somewhere,  and 
OPEC  is  the  place.  We  saw  that,"  says 
Fredriksen  from  his  penthouse  office 
overlooking  the  bustling  Oslo  harbor. 


►  By  the  Numbers 


Firm,  Fredriksen  convinced  another 
shareholder  to  sell  out,  and  eventually 
forced  Dybeck  into  his  arms. 

Introducing  American  tactics  into 
the  battle,  Fredriksen  ran  ads  in  the 
Swedish  press  and  sent  threatening  let- 
ters to  the  board. 

"He's  a  tough  cookie,  but  he  knows 
the  shipping  business,"  sighs  Dybeck. 
As  is  his  custom,  Fredriksen  canned 
nearly  all  of  ICB's  employees. 


With  world  oil  consumption  on  the  rise,  John  Fredriksen  controls  a  vital  lifeline. 


290  million  Carrying  capacity 

of  worldwide  tanker  fleet 
in  deadweight  tons. 


\ 


14  million  Frontline's  carrying 

i  capacity  in  deadweight  tons. 

8.4  million  Daily  gasoline 

consumption  in  the  U.S.,  in  barrels. 
7  cents  Average  cost  of  shipping 

per  gallon  of  gasoline  in  the  U.S. 


But  rather  than  just  commissioning 
new  tankers,  Fredriksen  went  on  an  ac- 
quisition binge.  His  first  big  hit  was  the 
1996  takeover  of  a  Swedish  shipping 
outfit  called  Frontline,  which  he  got  for 
$55  million,  financed  with  cash. 

Fredriksen  sold  off  the  company's 
bulk  cargo  ships,  leaving  him  with  just 
the  tankers.  Analysts  figure  Frontline  will 
earn  $420  million  this  year,  45%  more 
than  Fredriksen's  entire  five-year  invest- 
ment in  the  company  of  $290  million. 

Fredriksen  went  shopping  for  more 
tankers.  In  1997  he  scooped  up  London 
&  Overseas  Freighters  for  $132  million, 
and  then  launched  a  two-year  hostile 
takeover  battle  for  another  Swedish 
shipping  company,  ICB  Shipping,  run 
by  a  courtly  Swede  named  Clarence 
Dybeck. 

Dybeck  was  the  antithesis  of  the 
hardball  Norwegian  raider.  Although 
Dybeck  found  a  white  knight  in  the 
form  of  Greek  shipowner  John  Angeli- 
coussis  to  take  a  controlling  stake  in  his 


Sources:  Poten  &  Partners:  Frontline. 


More  recently, 
Fredriksen  scooped  up 
the  busted  junk  bonds  of 
Vancouver-based  Golden 
Ocean,  which  went 
bankrupt  after  the  1997 
Asian  downturn.  Paying 
bondholders  as  little  as 
17  cents  on  the  dollar, 
Fredriksen  took  control 
of  17  tankers  worth  $1 
billion  for  just  $65  mil- 
lion in  equity. 

Then  Fredriksen  had 
a  stroke  of  luck.  An  aging 
tanker  owned  by  another  firm  sank  off 
the  coast  of  Brittany  in  1999,  spilling  a 
reported  70,000  barrels  of  fuel  oil.  Oil 
companies  panicked  and  stopped  char- 
tering the  older  ships.  Since  then  rates 
have  more  than  tripled  for  the  more 
costly  double-hulled,  environmentally 
safer  tankers  that  dominate  Fredrik- 
sen's fleet.  If  a  proposed  U.N.  tanker 
initiative  is  adopted,  a  third  of  the 


"He's  a 
modern-day 
Onassis. 
He  landed 
squarely  in 
the  sweet 
spot"  


world's  tanker  fleet  will  have  t 
scrapped  by  2006,  according  to 
brokers  Poten  &  Partners. 

With  $1.3  billion  in  debt,  Fredr 
is  vulnerable  if  spot  prices  sudc 
turn.  Matthew  McCleery,  preside 
Marine  Money,  a  trade  magazine 
lished  in  Stamford,  Conn.,  estin 
Fredriksen  controls  23%  of  the  mc 
supertanker  spot  market  (ships 
300,000  tons,  loaded)  and  another 
of  the  spot  business  for  Western  H 
sphere  Suezmax  tankers,  a  slij 
smaller  class  of  vessels.  But  his  p 
also  comes  from  his  influence  ir 
charter  pools,  which  consist  of  se 
fleets  of  newer  tankers,  combine 
the  purpose  of  negotiating  clout. 

For  the  past  three  decades  < 
owners  willingly  gave  brokers  ii 
mation  about  the  availability  anc 
sition  of  their  ships.  But  the 
Fredriksen-dominated  tanker  r. 
now  can  afford  to  be  coy  about 
fleets'  whereabouts,  making  it  toi 
for  oil  companies  to  drive  a  bar 
The  Fredriksen  supertanker  pool 
threatens  to  blacklist  brokers  wb 
it  out  of  large  contracts. 

"The  oil  companies  never 
for  transporta 
They  created  the  p 
lem,"  sneers  Tor 
Troim,  vice  chairm 
Frontline. 

These  days  Frei 
sen  claims  to  have  t 
down  his  extracurri 
antics,  though  his  le 
lives  on.  Boris  Nacl 
kin,  Fredriksen's  fo 
banker  at  Bankers  1 
recalls  a  visit  tc 
Athens  nightclub 
Fredriksen  in  the 
Nineties.  Fredriksen  splurged  on  ci 
pagne  for  the  entire  bar,  then  d 
peared  at  2  a.m.,  sticking  his  bai 
with  the  $15,000  tab.  Fredriksen  d 
the  incident.  "Who  knows  wheth 
got  a  little  kick  out  of  doing  us  o 
$15,000?  I  wouldn't  be  surpri; 
chuckles  Nachamkin,  who  says  he 
no  grudge.  "We  made  a  lot  of  m 
on  him." 
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Stimulating  children's  minds  is  the  great  gift  of  educational 
programming,  which  is  why  the  Northwestern  Mutual  Foundation 
is  proud  to  sponsor  NOVA. 
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Are  you  there  yet? 
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Stormy  Weather?  Says  Who' 
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It's  politically  driven  hokum,  but  it  has  a  lot  of 
global  warming  for  typhoons,  tornadoes,  even 


BY  DAN  SELIGMAN 

A LOT  OF  PEOPLE  THINK  THERE'S 
more  "extreme  weather"  out 
there.  The  reality  is  that  there  are 
more  extreme  environmentalists. 

You  have  possibly  noticed  the  recent 
blizzard  of  news  stories  reporting  an  in- 
crease in  "perfect"  storms,  floods  and 
other  extreme  weather  conditions,  and 
predicting  worse  to  come.  This  disas- 
trous weather  is  often  alleged  to  be  re- 
lated to  man-made  global  warming. 
During  the  past  12  months  the  Nexis 
database  has  added  308  articles  in 
which  "global  warming"  appears 
within  30  words  of  "extreme  weather." 

For  example,  the  International  Her- 
ald Tribune  tells  us  Mongolia  has  re- 
cently endured  weather  conditions  rang- 
ing from  severe  droughts  to  the  coldest 
winter  in  three  decades,  that  India  and 
Pakistan  have  suffered  the  worst  drought 
in  100  years  and  that  the  U.S.  Midwest 
was  clobbered  last  year  by  an  extraordi- 

A  Windy  Box  Score 


narily  deadly  series  of  tornadoes,  high 
winds  and  torrential  rains.  A  month  ago, 
when  the  Northeast  was  hit  by  a  furious 
snowstorm,  National  Public  Radio  gave 
us  interviews  with  environmentalists 
stating  that  this  was  just  the  kind  of  bad 
news  one  would  expect  from  global 
warming.  So  expansive  is  the  popular 
notion  of  global  warming's  evil  that  it 
now  gets  blamed  even  for  extra-frigid 
winters  like  the  one  just  ended  in  the 
U.S.  (The  National  Oceanic  &  Atmos- 
pheric Administration  has  identified  it 
as  the  26th-coldest  since  national 
weather  records  began  in  1895.) 

It  is  easy  to  see  why  environmental- 
ists hammer  away  at  the  thought  that 
extreme  weather  is  linked  to  man-made 
global  warming.  They  sense  that  for 
most  Americans,  global  warming  is  far 
less  interesting  than  basketball,  and 
conformity  to  the  sacrosanct  Kyoto 
protocols — requiring  sizable  reductions 
of  carbon  dioxide  emissions  in  devel- 


believers  blaming 
frigid  winters. 

oped  countries— is  a  huge  yawner 
even  Joe  Six-Pack  cares  about 
weather  in  his  own  neighborhooi 
the  Sierra  Club  pounds  away  at  the 
waves,  floods,  droughts  and  wh* 
we  can  all  expect  to  suffer  through 
don't  buy  Kyoto.  The  World  Wil 
Fund  warns  that  this  dereliction  w 
leave  us  vulnerable  to  a  coming  a 
superhurricanes.  And  the  Gl 
Warming  Information  Center  b 
dishes  an  "extreme  event  index,"  sa 
have  risen  sixty-fold  since  1960. 

But  the  weather  alarmists  he 
problem:  The  largest,  most  compre 
sive  study  of  global  warming — a  co 
uing  project  called  the  Intergoverni 
tal  Panel  on  Climate  Change — persi 
finding  no  evidence  that  weather  pat 
are  growing  more  extreme  or  vari 
The  IPCC,  a  consortium  of  meteo 
gists  representing  about  100  cour 
and  operating  under  U.N.  auspices, 
no  means  a  bunch  of  conservative: 


A  century  of  data  show  no  link  between  global  warming  and  hurricanes. 

Number  of  hurricanes 
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to  strike  U.S.  mainland 
each  decade. 

18 


1900s  '20s  '40s  '60s 
Source:  National  Hurricane  Center. 
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When  was  the  last  time  you 
looked  forward  to  flying? 


Glorious,  wasn't  it?  Soaring  back  and  forth,  not  a  care  in  the  world.  Which  perfectly  describes  any 
Asiana  Airlines  flight.  Our  staff  won't  just  cater  to  you.  They'll  pamper  you.  Our  fleet  is  one  of  the 
newest  in  the  air,  with  all  the  modern  amenities,  lust  sink  back  into  your  seat  -  all  the  way  back  to  180° 
in  Sleeper  First  Class  -  and  enjoy.  A  rewarding  experience,  especially  since  the  miles  you  fly  with  us 
can  be  credited  to  your  American  Airlines  A%dvantage  account.  Nexf  time,  fly  Asiana.  After  all,  why 
should  kids  have  all  the  fun?  Call  your  travel  agent  or  Asiana  at  800-227-4262.  Or  visit  www.flyasiana.com 


Asiana  Airlines 

The  Jewel  y  Asia. 


GUAM  •  BEIJING  •  SYDNEY  •  SAKHALINSK  •  CHONGQING  •  BANGKOK  •  MANILA  •  SINGAPORE  •  YECH0N  •  SHANGHAI 


Mobile  Devices  ■ 
Multiply  to  1  Billion^ 
by  2003 

Mobile  Internet  Surpasses 
Wired  Internet  in  2  Years 
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CA  Chief  Sanjay  Kumar  would  rather  be  feared  than  pigeonholed. 


deed,  many  of  the  meteorologists  who 
resist  the  global  warming  storyline 
view  the  panel  as  excessively  commit- 
ted to  greenhouse  ideology. 

Nevertheless,  IPCC's  mountain- 
ous reports  (the  most  recent:  1,000 
pages)  have  been  dismissive  of  the 
extreme  weather  proposition.  A 
1995  report  stated:  "Overall,  there  is 
no  evidence  that  extreme  weather 
events,  or  climate  variability,  have 
increased,  in  a  global  sense,  through 
the  20th  century."  Another  report, 
issued  this  year,  said  that  observa- 
tions had  turned  up  no  "systematic 
changes  in  the  frequency  of  torna- 
does, thunder  days  or  hail  events."  It 
noted  that  tropical  storm  frequen- 
cies and  intensities  normally  fluctu- 
ate over  decades  but,  again,  there 
were  "no  significant  trends  evident 
over  the  20th  century." 

Footnote  to  the  above,  of  possi- 
ble interest  to  folks  planning  to  build 
on  Atlantic  beachfront  property:  Se- 
rious hurricane  forecasters  do  antic- 
ipate more  frequent  tropical  storms 
in  the  next  couple  of  decades — al- 
though not  because  of  global  warm- 
ing. A  major  eminence  in  the  hurri- 
cane forecasting  business  is  William 
M.  Gray,  a  professor  of  atmospheric 
science  at  Colorado  State  University. 
He  says  we  are  now  in  the  early 
stages  of  a  multi-decade  upswing  in 
Atlantic  hurricane  activity  driven  by 
cyclical  ocean  currents. 

Interesting  theoretical  question: 
Should  we  expect  more  extreme 
weather  if  we  really  are  in  an  age  of 
man-made  global  warming?  Sallie 
Baliunas,  an  astronomer  at  the 
Mount  Wilson  Observatory  in  Cali- 
fornia and  also  at  the  Harvard- 
Smithsonian  Center  for  Astrophysics, 
says  no:  "The  computer  models  that 
predict  global  warming  from  carbon 
dioxide  released  into  the  atmosphere 
are  unable  to  tell  us  anything  about 
weather  fronts.  There  is  nothing  in 
the  greenhouse  model  that  predicts 
extreme  weather." 

Which  doesn't  necessarily  mean 
that  the  scare-talk  tsunami  will  end 
anytime  soon.  F 


Soft  Focus 

Computer  Associates  failed 
to  catch  the  Web's  magic. 
Now  it's  trying  to  recast  its 
image  before  it's  too  late. 


BY  CHANA  R. SCH0ENBERGER 

EMPLOYEES  AT  COMPUTER  ASSOCI- 
ates'  Islandia,  N.Y.  headquarters 
gathered  in  February  to  see  Sanjay 
Kumar,  their  newly  anointed  chief  exec- 
utive, and  other  execs  introduce  the 
company's  new  business-casual  dress 
code.  The  amateur  models  strode  down 
a  makeshift  runway  in  Hermes  ties  and 


Armani  slacks.  The  si 
message:  CA,  the  wo 
third-largest  software 
behind  Microsoft  and 
cle,  with  $5.5  billion  in 
in  the  past  12  months,  a 
as  hip  as  the  rest.  . 
Kumar  and  company  h 
lot  more  to  change  thar 
clothes. 

CA,  founded  in  1976 
long  been  a  force  in  the  $27  billion 
ket  for  mainframe  software,  which 
trols  essential  tasks  such  as  airline  1 
scheduling,  ATM  withdrawals  and  : 
trades.  Founder  Charles  Wang  bui] 
firm  by  buying  more  than  100  coi 
nies,  spending  $12  billion  since 
alone,  most  recently  bagging  Ste 
Software,  Platinum  Technology 
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SEE  IMMEDIATE  BOTTOM-LINE  RESULTS  WITH  PLACEWARE  WEB  CONFERENCING. 

Reduce  travel.  Increase  productivity.  Deliver  better  service.  And  do  it  now.  With  real-time  visuals,  audio  and 
interactivity,  PlaceWare  instantly  provides  global  technology  companies  a  faster,  more  effective  way  to 
communicate.  From  large  presentations  and  product  launches  for  customers,  editors  and  investors,  to  small 
collaborative  meetings  with  prospects  and  partners,  PlaceWare  Web  Conferencing  cuts  travel  expenditures  and 
delivers  measurable  ROI  right  away.  PlaceWare  is  the  Web  Conferencing  choice  for  more  than  40%  of  the  Fortune®  50. 

PLACEWARE9 

<T     Web  Conferencing 
Save  $500  on  PlaceWare  Web  Conferencing!' 

Call  1-866-526-2204  or  visit  www.placeware.com/travel 

*Offer  good  on  1-year  subscriptions  to  PlaceWare  Meeting  Center  2000  or  Conference  Center  2000  services.  Offer  ends  5/31/01. 
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COMPUTER  ASSOCIATES 

Computer  Management  Sciences.  It's  a 
hodgepodge.  Of  CA's  1,200  products, 
only  one  major  line,  Unicenter  TNG  en- 
terprise management  software,  was  de- 
veloped in-house. 

"As  an  organization,  we  are  lots  of 
things  to  lots  of  people,  but  we  need  to 
focus  on  strategic  areas,"  says  the  Sri 
Lankan-born  Kumar,  who  took  over 
when  Wang  retired  in  August. 

Now  Kumar  is  cutting  back  on 
binge  buying.  He  insists  growth  can 
come  from  within  by  refocusing  the 
company  on  homegrown  products. 
Meantime,  he  has  orchestrated  a  man- 
agement shakeup,  revamped  CA's  pric- 
ing model  and  launched  an  uncharac- 
teristically bold  $100  million  brand 
campaign.  His  plan  is  to  steer  cus- 
tomers toward  CA's  new  turf:  software 
for  data  security  and  storage,  middle- 
ware to  integrate  older  programs  with 
the  Web,  database  analysis  and  predic- 
tive-modeling software. 

Trouble  is,  some  45%  of  CA's  revenue 
comes  from  mainframe  software — and 
that  market  grew  just  4%  last  year.  Sales 
overall  rose  31%  in  2000,  thanks  to 
growth  in  Unicenter  TNG, 
Web  applications  and  the 
Platinum  purchase. 

If  CA  can't  move  more 
of  its  business  away  from 
mainframes,  Wall  Street 
will  continue  to  peg  it  as  a 
dinosaur.  Like  most  tech 
names,  the  stock  has  tumbled,  down 
69%  from  its  high  of  $63  a  year  ago. 
Worse,  its  $15  billion  market  capitaliza- 
tion is  a  fifth  of  Oracle's,  even  though 
Oracle's  revenue  is  twice  that  of  CA's. 

CA  has  had  trouble  shaking  a  repu- 
tation for  managerial  avarice.  It  settled 
a  lawsuit  in  June  over  a  reported  $1.1 
billion  stock  grant  in  1998  to  executives 
including  Kumar  and  Wang,  who  gave 
himself  $670  million  in  stock.  They 
agreed  to  return  4.5  million  shares. 
Now  dozens  of  recendy  fired  employees 
are  complaining  that  they  were  let  go 
without  severance  or  medical  benefits. 

The  huge  task  of  convincing  cus- 
tomers and  Wall  Street  that  CA  is  rele- 
vant falls  to  Kumar.  Rivals  are  dubious. 
"It's  another  company  suddenly  saying, 


'Hey,  the  Web's  important,'  but  sadly 
they're  five  years  too  late,"  says  Mark 
Jarvis,  Oracle's  head  of  marketing. 
"We're  the  new  generation  to  CA,"  says 
Alfred  Chuang,  president  of  BEA  Sys- 
tems, another  Webware  maker. 

But  Kumar  has  firepower,  if  he  can 
figure  out  how  to  deploy  it.  CA  already 
leads  in  many  of  the  hottest  areas,  even  if 
it  hasn't  done  much  to  let  customers 
know  that.  Its  18%  share  of  the  security 
market  bests  Network  Associates  and 
Symantec.  In  software  that  runs  storage 
systems  CA  leads  IBM  and  EMC  with  a 
25%  share,  according  to  IDC's  1999  fig- 
ures. But  CA  never  ran  an  ad  blitz  on  the 
mass  scale  that  made  IBM's  name  syn- 
onymous with  "e-business."  "We  did  a 
lousy  job  in  the  past,"  Kumar  says. 

So  he  brought  in  fresh  minds.  New 
marketing  manager  Kenneth  Fitz- 
patrick  spent  15  years  at  IBM  before 
joining  CA  last  year.  He  quickly  hired  a 
dozen  Big  Blue  hands  and,  in  January, 
launched  the  $100  million  brand  as- 
sault. It's  a  start:  CA  still  spent  less  than 
1%  of  sales  on  ads  last  year,  while  Ora- 
cle spent  4%,  says  Competitive  Media 


granted.  The  sales  force  used  t 
through  a  reorganization  after  eac 
acquisition.  "I  don't  want  to  ha1 
learn  all  the  new  faces.  I  would 
them  to  consolidate  their  account  i 
agement,"  says  customer  Robert 
den  Burgt,  head  of  information  ser 
at  Electronic  Theatre  Controls,  a  i 
dleton,  Wis.  maker  of  lighting-co 
equipment  for  entertainment  hou: 

CA  came  up  with  a  new  pricing 
gram,  a  first  among  big  software  f 
aimed  at  quelling  customer  comp] 
that  CA  forced  them  to  buy  more 
they  wanted.  The  policy  also  halts 
of-the-quarter  games  of  chicken.  A 
cal  sale  had  called  for  a  five-year  cor 
with  all  sales  recognized  immedi; 
Negotiations  came  down  to  the  las 
of  the  quarter,  with  Hail  Mary  discc 
of  up  to  55%  fairly  common  in  the 
ness.  In  the  quarter  ended  Sept.  31 
did  $1  billion  of  its  $1.6  billion  in 
enues  in  the  last  week.  "We  ende 
trading  phone  calls  at  1 1  at  night,' 
Chief  Financial  Officer  Ira  Zar. 

Under  CA's  new  system,  the  pr 
spread  out  over  the  life  of  the  deal 


An  all-too-well-kept  secret  is  that  CA  alreac 
leads  in  many  hot  areas,  including  security 
and  software  that  runs  storage  systems.  


Reporting. 

The  media  push  plays  up  CA's  fancy 
Neugents  predictive  analysis  programs, 
which  can  look  at  a  database  of  trans- 
actions and  predict  what  customers  will 
buy,  becoming  more  accurate  over 
time.  Ads  also  promote  the  Jasmine  ob- 
ject-oriented platform,  which  puts  a 
company's  entire  business  online.  Cus- 
tomers are  taking  notice. 

"Those  tools  are  really  on  the  cut- 
ting edge,  where  people  are  trying  to 
figure  out  how  to  use  them  in  a  business 
environment,"  says  Gregory  Clancy, 
chief  information  officer  at  Sallie  Mae. 

Gone  are  the  days  when  Wang 
pushed  salespeople  to  milk  acquired 
customer  lists  for  more  deals,  sparking 
complaints  that  CA  took  customers  for 


CA  recognizes  the  income  each  qu; 
Customers  can  buy  shorter  contra< 
switch  among  different  packages, 
new  pricing  requires  accour 
changes  that  will  result  in  paper  1 
until  late  in  2003,  but  Wall  S 
doesn't  mind;  it  likes  the  new  appr 
because  it  smooths  out  CA's  financ 
CA's  new  pricing  model  may  n> 
far  enough.  Big  players  like  Oracl 
pushing  services,  with  applical 
maintained  and  delivered  over  the 
Kumar  says  he's  not  interested  in 
schemes.  To  complete  CA's  revam 
Kumar  mercilessly  pushes  his  em] 
ees,  an  attitude  he  says  will  be  his 
taph:  "He  gave  us  no  choice."  But 
cessful  image  makeovers  are  a  rare 
in  the  software  business. 
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SINGAPORE  AIRLINES, 
ALL  AROUND   THE  WORLD. 
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UNITED  MILEAGE  PLUS"  MEMBERS  CAN  NOW  HAVE  ACTUAL  FLIGHT  MILES  EARNED  ON  SINGAPO 
QUALIFY  TOWARDS  PREMIER  STATUS    WWW  SINGAPOREAIR  COM/AMERICAS 


TOKYO 


AMSTERDAM 


HONG  KONG 


I  P  E  I 


SEOUL 


BALI 


AND    OVER    60    MAJOR  CITIES 


B 

tri 

00 

d: 

■  ■  * 

Pi 

Steel  Wrapped  in  Velvet 


BY  ROBERT  LENZNER 

WHEN  SINGER  LUTHER 
Vandross  was  charged 
with  manslaughter  after 
his  best  friend  died  in  a 
car  accident  with  Van- 
dross  driving,  lawyer-to-the-stars  L. 
Peter  Parcher  devised  a  decidedly  slick 
defense:  An  olive  tree  had  dropped  its 
slippery  nuggets  precisely  where  the 
crash  occurred  on  Laurel  Canyon 
Boulevard.  "It  might  as  well  have  been 
ice  and  snow,"  Parcher  says  slyly. 

Vandross  walked.  It  was  classic 
Parcher  handiwork.  In  three  decades  he 
has  repeatedly  rescued  a  rogues'  gallery 
of  trouble-prone  or  troublesome  stars: 
the  Rolling  Stones,  Bob  Dylan,  Bruce 
Springsteen  and  Paul  Simon,  as  well  as 
boxer-thug  Mike  Tyson,  author  Frank 
McCourt,  the  estate  of  Andy  Warhol  and 
titans  such  as  Sony  and  Time  Warner. 


Parcher  and  his  key  partners,  Steven 
Hayes  and  Orin  Snyder,  have  gotten  star 
clients  out  of  many  a  jam — drug  arrests, 
murder  charges,  sexual  harassment  alle- 
gations and  that  particularly  pernicious 
evil,  copyright  infringement. 

He  has  whipped  John  Lennon's 
widow,  Yoko  Ono,  who  tried  unsuccess- 
fully to  reduce  the  5%-of-sales  fee  his 
client,  record  producer  Jack  Douglas,  had 
arranged  with  Lennon  before  the  ex-Bea- 
tle  was  assassinated  in  1980.  In  another 
case  Parcher  prevented  the  Boston  Celtics 
from  using  Yugoslavia's  star  hoops  player 
because  he  was  under  contract  in  his  na- 
tive land  for  $1 1,000. 

Parcher  likens  his  courtroom  style  to 
his  training  in  Tai  Chi,  an  eastern  mar- 
tial arts  discipline  that  his  instructor  de- 
scribes as  "steel  wrapped  in  velvet."  Made 
up  of  equal  parts  Clarence  Darrow,  Sam 
Spade  and  Swifty  Lazar,  Parcher  is  known 


for  a  doggedness  tl 
rival  lawyer  once  lik 
to  "trying  to  pull  a 
weiler  off  your  [pri 
parts]." 

Says  Parcher,  eg< 
tact:  "I  seem  to  hav< 
uncanny  ability  to  g 
where  the  light  is  a 
end  of  the  tunnel." 

Parcher  usually 
on  rigorous  research 
courtroom  drama 
"Put  down  the  law  b 
Go  and  meet  a  witi 
Find  the  houseke* 
Act  like  a  public 
fender,  not  a  Wall  S 
lawyer,"  he  says. 

Of  course  he 
that:  Parcher,  63, 
grew  up  poor  and 
holds  the  street  sn 
of  his  native  Brool 
graduated  from 
John's  University 
School  and  started 
as  a  public  defend* 
New  York. 

He  believes  celeb 
are  easy  targets  for  r 
cious  and  opportur 
litigation  and  says 
should  fight  like  hell  in  court  rather 
shell  out  hush  money.  With  a  secret 
off,  "more  often  than  not  it  comes 
to  bite  them  in  later  cases." 

But  even  when  his  clients  screv 
Parcher  feels  no  compunction  aboul 
ting  them  off  the  hook.  "It's  not  a 
innocence  or  guilt,  right  or  wr 
Sometimes  the  punishment  the  c 
side  wants  is  disproportionate  to  the 
ported  offense." 

He  built  a  thriving  practice  b) 
fending  stars  early  and  sticking  1 
them  for  years.  Rocker  Bruce  Spring! 
hired  Parcher  in  the  1970s  to  bre 
contract  with  his  then-manager,  Mi< 
Appel.  In  the  case,  the  manager,  a  foi 
Marine,  was  depicted  as  a  contro 
profiteer  who  had  exploited  Springs 
by  forming  a  production  company  v 
out  giving  the  singer  any  equity  in  i 
Springsteen  was  freed.  "Peter 
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this  unique  ability  to  deeply  connect 
with  you,  and  he  became  a  pivotal  fig- 
ure at  a  pivotal  moment  in  my  life," 
Springsteen  says.  He  still  keeps  Parcher 
on  retainer. 

When  Parcher  represented  singer 
Julie  Andrews,  who  sued  her  surgeon 
after  an  operation  on  her  vocal  cords  in 
June  1997,  he  went  to  war.  Charging  an 
"irreversible  loss  of  vocal  quality,  perma- 


Put  down  the  law  book. 


million.  Parcher,  for  his  part,  declines  to 
comment. 

Even  more  exhaustive  detective  work 
was  required  to  defend  talk-show  host 
Montel  Williams  in  1997,  .after  six 
women  he  employed  sued  him  for  $2.9 
million,  charging  sexual  harassment. 
Parcher  and  Snyder  spent  months  inter- 
viewing 75  former  and  current  Williams 
employees  and  learned  unflattering  de- 
tails about  some  of  the 
plaintiffs.  Intimidated, 
they  dropped  the  law- 
■  ■  |  D  suit,  but  Parcher  still 

rind  the  Housekeeper.     wanted  to  m-i,,.  a 

wound.  So  he  convinced 
the  judge  that  W.  Randolph  Kraft,  the 
women's  lawyer,  should  be  sanctioned 
for  crossing  the  line  of  "excessive  zeal" 
and  "personal  aggrandizement." 

Even  sympathetic  foes  sometimes 
have  to  be  verbally  mutilated  in  court. 
After  Jonathan  Larson,  author  of  the  hit 
Broadway  musical  Rent,  died  of  a  brain 
aneurysm  in  1996,  Lynn  Thomson,  who 
had  received  $2,000  to  "clarify"  the  sto- 


nent  hoarseness  and  vocal  destruction," 
he  found  evidence  to  assert  the  surgeon 
had,  without  authorization,  operated  on 
a  second  vocal  cord  after  failing  to  take  a 
cyst  off  the  first  one. 

Parcher  found  another  doctor  will- 
ing to  provide  potentially  devastating  ex- 
pert testimony  at  trial.  The  surgeon  and 
his  insurance  company  settled  last  sum- 
mer for  a  sum  reported  to  be  near  $20 


ryline,  claimed  coauthorship  and 
manded  16%  of  Larson's  royalties, 
tentially  worth  millions.  Parcher,  re 
senting  the  Larson  family,  skewi 
Thomson  by  asking  her  to  recite 
lyrics  of  the  musical's  centerpiece, " 
Song  Glory."  When  she  couldn't 
blasted  her  claim. 

"What  does  Ms.  Thomson  say  v 
I  ask  her  to  recite  the  lyrics?  She 
'show  me  the  lyric  book,  show  mc 
chart,  show  me  Exhibit  WWWW,  s 
me  Exhibit  B,  because  I  can't  do 
Parcher  thundered  in  court.  If  the 
Larson  were  on  the  stand,  Parchei 
clared,  he  would  "shout  it  from 
rafters  as  a  young  man  should." 

U.S.  District  Court  Judge  Lewis 
plan  wasn't  quite  convinced.  He  a 
whether  Parcher,  likewise,  could  r 
the  opening  argument  of  his  first 
as  a  public  defender  three  decades 
Without  missing  a  beat,  Par 
boomed  out  the  first  lines,  so  eml 
ded  were  they  in  his  memory.  Case 
missed.  After  Thomson  appe< 


The  business  cards  change 


The  boardrooms  stay  the  same. 
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-cher  settled  it  for  a  modest  sum. 
Parcher's  identification  with  his 
:nts  is  so  great  that  he  often  memo- 
es the  lyrics  of  their  hit  songs.  Such 
mersion  paid  off  some  years  ago  when 
first  represented  Mick  Jagger  and  the 
lling  Stones.  In  the  late  1980s  he  em- 
iyed  a  clever  bit  of  courtroom  drama 
vanquish  charges  that  Jagger  had 
len  the  hit  song,  "Just  Another  Night." 
He  played  the  piano  in  court  with 
e  finger  and  sang  the  lyrics  in  his 
iaky,  Brooklyn  accent,  purposely  leav- 
;  out  the  rhythm  of  the  song.  The  re- 
t:  Though  the  songs  were  similar,  Jag- 
's came  off  as  "subtly  different."  The 
y  ruled  in  Mick's  favor. 
At  times,  though,  Parcher's  court- 
>m  tricks  are  purely  accidental,  or  so 
would  have  you  believe.  At  a  Holly- 
od  party  thrown  by  playboy  Ken 
>ss  in  the  early  1990s,  Robbie  Mcin- 
h,  the  Average  White  Band's  drum- 
x,  dropped  dead  from  a  drug  over- 
se.  Moss  was  charged  with  murder 
ce  he  had  provided  cocaine. 


By  chance,  a  used-car  dealer  in  Los 
Angeles,  seeing  Parcher  on  television  out- 
side the  courthouse,  called  to  say  he  had 
seen  someone  resembling  Mcintosh  buy 
drugs  from  a  well-known  dealer.  After 
extensive  testing,  Parcher  argued  that 
Mcintosh  had  died  not  from  cocaine  but 
from  a  heroin  overdose. 

In  closing  arguments,  Parcher  be- 
came so  excited  he  knocked  over  a 
pitcher  of  water.  Every- 
one laughed,  underscor- 
ing the  notion  that  a 
drug  party  in  L.A. 
shouldn't  be  the  cause  of 
a  ten-year  jail  sentence. 
Moss  got  off  with  three  months  on  a 
work  farm  in  Malibu. 

Sony  Music  czar  Tommy  Mottola 
consults  Parcher  when  an  artist  on  his 
roster  gets  into  trouble.  Two  summers 
ago  rock  group  Pearl  Jam  was  playing 
a  concert  in  Denmark  when  riots 
broke  out.  Eight  people  died  in  the 
ruckus,  and  there  was  talk  of  holding 
the  band  responsible.  Parcher  dis- 


patched an  investigator  to  the  site  and 
learned  that  security  arrangements  at 
the  concert  were  lax — blame  the  con- 
cert promoters,  not  the  band.  Pearl 
Jam  was  out  of  a  jam. 

How  much  longer  will  Parcher 
make  excuses  for  his  celebrity  clients? 
He  has  rejected  constant  merger  offers 
from  large  law  firms  wanting  an  entree 
to  the  entertainment  world.  He  still 


wants  to  hold  center  stage  and  emulate 
his  heroes,  Edward  Bennett  Williams 
and  Louis  Nizer. 

Parcher's  ambition  is  to  be  the  man 
celebrities  go  to  when  the  chips  are 
down.  "Jake  Erlich,  the  great  San  Fran- 
cisco trial  lawyer,  entitled  his  autobiog- 
raphy Get  Me  Jake,"  says  Parcher.  He 
wants  to  hear  the  refrain:  "Get  me 
Peter."  F 


He  sang  a  Stones  tune  in 
court  in  his  croaky  voice. 
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BY  BENJAMIN  FULFORD 

THE  THRIFTY  AND  HARDWORK- 
ing  Japanese  used  to  sit  atop 
the  world's  biggest  asset  pile. 
Now  they  have  used  up  more 
than  half  of  it.  A  lot  of  money 
has  vanished.  Where  did  it  all  go? 

Much  of  the  decline,  of  course,  is  a 
paper  loss — a  repricing  of  assets.  A 
Tokyo  apartment  worth  $1  million  in 
1989  is  now  worth  $300,000.  A  Nikkei 
stock  portfolio  worth  $300,000  then  is 
worth  $100,000  now. 

But  repricing  does  not  account  for 
all  the  economic  misery  in  Japan.  It 
doesn't  change  the  square  footage  in  an 
apartment.  Something  else  has  eaten 
into  the  national  standard  of  living. 

That  something  is  personified  by 
Minoru  Shinozaki,  78,  and  the  120- 
square-foot  tofu  shop  he  has  run  in 
Tokyo  for  56  years.  His  monthly  sales 
are  $2,000.  His  manufacturing  tech- 
niques have  not  changed  since  the 
1950s.  He  puts  in  84  hours  a  week 
doing  work  that  in  other  developed 
countries  is  performed  by  machinery 
or  left  to  self-service  at  grocery  stores. 

Japan  has  700,000  other  sole  propri- 
etorship retailers  like  Shinozaki's.  To- 
gether they  consume  12%  of  the  na- 
tion's labor  supply  but  produce  only 
5%  of  national  economic  output.  That 
5%  figure,  moreover,  values  their  ser- 
vices on  the  basis  of  prevailing  retail 
prices  rather  than  at  the  much  lower 
value  they  would  have  if  Wal-Mart, 
Itoh-Yokado  and  McDonald's  were 


Missing: 
$3  Trillion 

Where  Japan's  wealth 
has  evaporated.  Why 
reflating  is  no  answer. 

fully  free  to  compete  with  them. 

Albert  Ando,  an  economics  profes- 
sor at  the  University  of  Pennsylvania, 
puts  a  number  on  the  wealth  that  Japan 
has  wasted.  He  says  $3.3  trillion,  or  a 
third  of  total  Japanese  household  sav- 
ings, was  dissipated  between  1970  and 
1998  through  lousy  investments.  Not 
only  in  the  white-elephant  projects  that 
have  characterized  the  country's  public 
spending,  but  in  the 
leaky  buckets  of  busi- 
nesses selling  goods  and 
services  domestically. 

There's  another  side 
of  the  Japanese  econ- 
omy that  is  healthy  and 
competitive.  The  manu- 
facturers exposed  to  in- 
ternational competi- 
tion, the  Sonys  and  the 
Toyotas,  are  20%  more 
productive  than  their 
U.S.  counterparts,  while 
enterprises  geared  to  the 


Already  Eased 


The  yen,  as  reflected  in  how 
many  it  takes  to  get  a  buck, 
has  lost  three  years'  ground. 
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home  market  are  37%  less  so,  accoi 
to  the  McKinsey  Global  Institute.  1 
backward  firms  collectively  suf 
negative  return  on  capital  and  are 
reason  Japan's  slump  persists. 

This  is  pertinent  because  of  th 
ternational  clamor  for  Japanese  m 
tary  authorities  to  try  reflation.  "Fc 
Bank  of  Japan  to  pump  money  int< 
economy  now  would  actually  mak 
situation  worse,"  because  it  would  < 
trying  to  fill  those  leaky  buckets, 
Robert  Feldman,  chief  economi 
Morgan  Stanley  in  Japan.  The  ho! 
the  many  sectors  of  the  economy  th 
not  operate  according  to  market  pi 
pies — just  stand  to  get  bigger. 

Japan's  authorities  have  thwart 
postponed  with  red  tape  and  subs 
the  modernization  of  retailing, 
struction,  banking  and  health 
Carrefour,  the  French  company 
two  Wal-Mart-size  stores  here,  spe 
years  fighting  bureaucrats  to  get 
Japan.  During  that  time  the  gov 
ment  backed  $250  billion  in  loai 
moneylosers  like  small  stores. 

But  change  is  ordered  by  consu 
like  those  in  Tokyo  who,  desp 
decade  of  deflation,  pay  on  ave 
65%  more  than  New  Yorkers  for 
goods  and  services.  They  welcome 
efficient  operators,  whether  foi 
(like  the  two  Carrefours,  both  mob 
or  Japanese  (e.g.,  the  upstart  Ui 
chain  that  sources  in  China  such  i 
as  fleece  jackets  it  sells  for  $11). 
Japan's  legal  web  confines  the  size 
gums  up  the  supply  chains  of  retai 
As  change  comes,  the  dead  ca 
gets  flushed  dowr 
drain.  Shuttered  s' 
line  the  traditional  s 
ping  streets  around 
stations  across  Ja 
Last  year  bankrup 
tailers  left  behind  c 
of  $30  billion,  accoi 
to  Teikoku  Datab 
Their  lenders  are  k 
or  selling  out  as 
What's  most  neede 
not  a  sinking  yen 
more  freedom  foi 
winners  to  rise. 
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THE  PROVINCE  OF 


BUENOS  AIRES 

ARGENTINA'S  CULTURAL  AND  ECONOMIC  HEARTLAND 


Brasil 


Bolivia 


Paraguay 


Atlantico 


o  its  many  admirers,  the  Province 
of  Buenos  Aires  is  a  dramatic 
blend  of  sea  and  plains,  commerce  and 
culture.  To  the  east  lie  the  teeming  ports 
of  the  Atlantic  coast  that  for  centuries  have 
formed  the  gateway  for  goods  and  immi- 
grants, along  with  ideas  and  institutions. 
Westward  stretch  the  endless  pampas,  the 
vast  plains  devoted  to  grazing  and  farming 
that  are  renowned  worldwide  for  their  rich- 
ness. It  is  this  territory  whose  folklore  is 
woven  with  the  region's  most  romantic 
and  symbolic  figure,  the  gaucho. 

Permeating  the  province  is  a  European 
flavor,  the  result  of  successive  waves  of 
immigrants,  mostly  from  Spain  and  Italy. 
With  the  aim  of  starting  a  new  life,  they 
helped  to  build  the  province,  creating 
schools,  businesses  and  libraries.  The 
influence  of  these  early  settlers  can  be 
seen  in  the  architecture,  social  and  cultural 
traditions,  music  and  dance.  Today,  Buenos 
Aires  Province  is  renowned  not  just  for  its 
extraordinary  heritage.  Its  splendor  also 
resides  in  its  bustling  and  beautiful  cities, 
including  the  provincial  capital  of  La  Plata 
and  the  nation's  capital,  the  City  of  Buenos 
Aires,  which  —  like  Washington,  D.C.  — 
exists  as  a  separate  federal  district  nestled 
within  the  province  on  the  banks  of  the 
Rio  de  la  Plata.  Its  stature  as  the  foremost 
province  of  Argentina  rests  with  the  quality 
of  its  political  and  social  institutions,  diver- 
sified economy  and  the  strong  relation- 
ships it  has  cultivated  beyond  its  borders. 


ADVERTISEMENT  2 


RESHAPING  BUENOS  AIRES 
 FOR  A  STRONG  FUTU 

By  Carlos  Ruckauf,  Governor  of  the  Provincial  State  of  Buenos 


h  the  1990s,  Argentina  began  a 
|very  deep  economic  transforma- 
tion, while  simultaneously  strengthening 
its  democracy.  We  have  made  great 
progress,  however,  we  must  do  more  if 
our  country  is  to  develop  steadily,  and  if 
equal  opportunities  and  a  higher  quality  of 
life  are  to  reach  our  entire  community. 

The  government  of  the  Provincial  State 
of  Buenos  Aires  wants  to  have  a  prominent 
part  in  this  process.  Buenos  Aires  has  always 
played  a  strategic  role,  both  as  the  engine 
of  growth  for  the  Argentine  economy  and 
as  a  decisive  influence  in  national  issues. 
Proof  of  our  wholehearted  support  of  the 
national  interest  was  reflected  in  the  recent 
signing  of  the  Fiscal  Discipline  and  Growth 
Bill.  Through  this  we  made  a  commitment 
to  achieve  fiscal  balance  and  to  cede  future 
fiscal  resources  to  help  the  federal  govern- 
ment balance  its  budget  —  a  condition  for 


the  country  to  receive  the  so-called  financial 
shield  from  the  International  Monetary  Fund. 

The  private  sector  has  an  essential  role 
in  our  development.  But  business  demands 
favorable  conditions  for  investment  and 
competition;  government  has  the  obligation 
to  create  a  climate  characterized  by  fair 
rules,  tax  reductions,  and  financial  and 
technical  support  for  small  and  midsize 
businesses.  Moreover,  it  is  essential  for 
government  to  be  agile,  efficient,  transpar- 
ent and  businesslike. 

With  its  rich  natural  and  human  resources 
and  strong  infrastructure,  Buenos  Aires 
offers  excellent  potential  for  investors. 
However,  this  potential  coexists  alongside 
liabilities:  30%  of  the  population  is  poor,  the 
unemployment  rate  hovers  at  15%,  certain 
basic  infrastructure  is  lacking.  We  need  to 
improve  public  security,  proceed  with  gov- 
ernment reform  and  raise  the  quality  and 
reach  of  basic  services.  Through  a  number 
of  well-considered  strategies,  we  are  deter- 
mined to  better  our  province  and  the  coun- 
try as  a  whole,  despite  the  current  difficult 
economic  scenario.  One  recent  initiative  to 
promote  private  investment  in  public  works 
is  our  newly  established  Infrastructure  Fidu- 
ciary Fund.  Also  on  our  agenda  is  judicial 
reform  aimed  at  improving  the  speed,  reli- 
ability and  efficiency  of  our  legal  system. 

Of  course,  the  importance  of  public 
finances  is  apparent,  and  our  efforts  are 
guided  by  this  principle.  To  achieve  our  goal 
of  a  balanced  budget  in  2005,  we  have 
reduced  spending  in  2000-01  and  cut  jobs 
and  spending  in  all  state  offices  and  depart- 


ments. At  the  same  time,  we  have  I 
the  tax  burden  on  productive  sect 
are  fighting  tax  evasion  aggressive 

To  expand  our  economy  and  crea 
it  is  essential  to  support  productive  i 
Banco  de  la  Provincia  de  Buenos  A 
vibrant  tool  in  this  regard.  The  bank 
ly  supports  businesses  through  its 
policies,  with  special  attention  to 
companies,  and  financing  to  exporter 
organizations,  such  as  the  Instil 
Desarrollo  Empresarial  and  the  Fc 
Garantia,  offer  subsidized  interest  re 
loans  to  acquire  capital  goods. 

Education  is  key  to  improving  c< 
tiveness  and  the  quality  of  life.  As  si 
education  reforms  begun  in  1997  j 
tinuing.  We  increased  spending  on 
tion  to  $3,712  billion  this  year,  repre 
37%  of  government  spending.  \A 
also  made  strong  commitments  tc 
care  and  social  programs  for  childi 
poor  and  the  elderly.  We  have  cr< 
Public  Health  Insurance  program  t 
become  a  key  element  of  public 
policy  in  the  coming  years. 

In  taking  these  varied  steps,  we 
ernment  hope  all  Bonaerenses  — 
zens  of  Buenos  Aires  —  can  gain  ac 
Worthwhile  employment,  social  s 
and  health  care,  and  that  busine 
thrive  under  fair  rules  and  supporti 
cies.To  accomplish  these  goals,  v\ 
the  assistance  of  our  people,  as  we 
citizens  of  the  world,  who  will  in 
Buenos  Aires,  a  province  with  enc 
potential  for  progress. 
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HE  SOUTHERN  EDGE 

OF  AMERICAN  DEVELOPMENT 


ly  any  measure,  Buenos  Aires  is 
|the  Republic  of  Argentina's  pre- 
Drovince.  At  118,000  square  miles, 
ie  largest  of  23  provinces.  While  its 
jry  accounts  for  just  11  %  of  the 
ry's  area,  its  14  million  inhabitants 
rise  39%  of  the  total  population.  In 
i  of  population,  it  is  comparable  to 
"itire  nation  of  Chile  and  has  4  mil- 
iore  people  than  Belgium, 
h  a  GDP  of  $98  billion  and  per  capita 
ie  of  $7000,  the  Province  of  Buenos 
represents  35%  of  Argentina's  GDP 
sense,  it  ranks  among  the  handful  of 
linent  economic  centers  in  Latin  Amer- 
e  State  of  Mexico,  for  instance,  has 
3  of  $38  billion,  or  10%  of  Mexico's 
and  per  capita  income  of  $2,920. 
Buenos  Aires'  strategic  importance 
ates  far  beyond  its  stunning  statistics, 
n  the  20th  century,  the  province  built 
salth  from  farming  and  ranching  on 
3impas,  the  fertile  plains  and  grass- 
that  spill  out  across  the  province, 
jltural  goods  from  this  arable  land 
d  eastward,  from  the  interior  to  the 
:o  be  shipped  worldwide.  The  need 
nsport  goods  to  the  Buenos  Aires 
still  the  main  entry  point  to  the  coun- 
)awned  a  strategic  network  of  rails 
>ads.  It  was  only  natural  for  Argenti- 
ndustries  to  take  root  in  the  sur- 
ing  area. 

ay,  Greater  Buenos  Aires,  the  urban 
or  surrounding  the  City  of  Buenos 
is  the  most  important  industrial  area 
country.  The  province's  diversified 


economy  includes  industries  such  as  agri- 
culture, fishing  and  food  processing,  motor 
vehicles,  durable  consumer  goods,  textiles, 
oil,  chemicals  and  petrochemicals.  From  a 
production  standpoint,  in  1998,  fishing 
reached  405,000  tons  and  cattle  numbered 
18.8  million  head.  Of  the  more  than  16  mil- 
lion hectares  of  land  under  cultivation, 
more  than  half  are  devoted  to  grains  and 
oilseeds.  Annually,  the  province's  own 
exports  are  valued  at  more  than  $10.5 
billion.  Approximately  49%  of  these  are 
manufactured  goods,  26%  are  agricultural 
products,  20%  are  primary  products  and 
5%  are  fuel  and  energy.  The  destination  of 
these  exports  are:  47%  to  Mercosur  coun- 
tries (Brazil,  Uruguay  and  Paraguay),  12% 
to  the  European  Union,  10%  to  NAFTA 
countries,  5%  to  Asian-Pacific  countries, 
with  the  remaining  26%  headed  to  other 
parts  of  the  world. 

Buenos  Aires'  early  status  as  the  domi- 
nant port  was  strengthened  by  the  rich 


system  of  rivers  that  flow  from  Bolivia, 
Paraguay,  Uruguay  and  Brazil  into  the  Rio 
de  la  Plata,  past  Buenos  Aires  on  its  banks 
and  on  to  the  Atlantic.  This  geographic 
advantage  favored  developments  beyond 
trade.  Buenos  Aires  soon  arose  as  the  cul- 
tural capital  of  South  America,  giving  rise  to 
parallel  progress  in  job  creation,  education 
and  a  high-caliber  workforce. 

The  province  itself  is  crisscrossed  with 
major  rivers  that  flow  to  the  Atlantic.  As  a 
result,  the  province  can  claim  a  system  of 
important  ports  that  dot  its  seacoast. 
Together,  the  ports,  which  include  Dock 
Sud  and  the  port  logistics  firm  Exolgan, 
handled  34  billion  tons  of  goods  in  1998, 
including  some  2.7  billion  tons  of  imports 
and  14.8  billion  tons  of  exports. 

A  unique  port  is  the  Auto  Terminal  Port  in 
Zarate,  an  Argentine-Brazilian  joint  venture 
for  the  transport  of  cars,  trucks  and  other 
vehicles.  Dedicated  solely  to  the  auto- 
motive industry,  one  of  Argentina's  most 
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A  tradition  of  skilled  labor  and  sophisticated  business  practices  enabled  th 
province  to  transform  itself  into  an  industrial  center  in  the  20th  century. 


important  industrial  sectors,  the  auto  ter- 
minal handles  95%  of  the  sector's  exports. 

Over  time,  more  than  20,000  km  of  rail- 
ways have  been  built  throughout  the 
province,  providing  vital  connections  between 
producers  and  consumers,  importers  and 
exporters.  Complementing  these  railways 
are  11,000  km  of  highways  and  other 
paved  roads,  and  23,000  km  of  improved 
roads.  Taken  together,  these  networks  give 
Buenos  Aires  Province  the  most  extensive 
transportation  system  in  the  country. 

Building  a  Province ThatWorks 

Since  the  privatization  of  many  state  firms 
in  the  last  decade,  the  responsibility  to 
build,  operate  and  profit  from  the  province's 
infrastructure  has  been  transferred  largely 
to  private  interests.  Behind  the  transporta- 
tion and  communication  links,  and  public 
services  such  as  water  supply  and  sanita- 
tion, are  prestigious  local  firms  and  power- 
ful international  consortiums. 

As  a  major  construction  firm,  the  Buenos 
Aires  City-based  Decavial  (e-mail  address: 


decavial@sei.com.ar)  takes  part  in  a  wide 
range  of  national  and  international  projects 
such  as  roads,  highways,  bridges,  airports, 
office  buildings,  industrial  and  electrical 
facilities,  residences  and  schools. 

Founded  in  1965,  Decavial's  accomplish- 
ments are  on  a  grand  scale.  It  has,  for 
example,  built  some  30  bridges  across 
rivers  throughout  Argentina.  Under  its  mas- 
sive road  projects  in  the  last  15  years, 
Decavial  removed  more  than  18  million 
cubic  meters  of  land,  laid  2  million  tons  of 
asphalt,  paved  more  than  1  million  square 
meters  of  roads  and  carried  out  approxi- 
mately 2,500  km  of  road  works.  Its  princi- 
pal clients  include  the  Public  Works  Office 
of  Buenos  Aires,  the  public  roads  adminis- 
trations in  Buenos  Aires  and  other  provinces, 
as  well  as  the  National  Roads  Administra- 
tion. With  its  broad  base  of  experience,  it 
hopes  to  become  an  even  more  important 
development  force  through  the  province's 
new  Infrastructure  Fiduciary  Fund. 

In  addition,  Decavial  has  built  the  indus- 
trial infrastructure  for  a  thermoelectric  plant 


in  the  Province  of  Posadas  and  cai 
the  expansion  of  a  cement  manuf 
plant  in  the  Province  of  Chubut.  As  H 
have  grown  beyond  its  home  p 
Decavial  has  opened  offices  in  oth 
and  participated  in  international 
tiums  to  bid  on  large-scale  project 
has  been  involved  in  primary  exp 
and  secondary  recovery  of  oil  th 
joint  project  with  the  oil  giant  YPF/ 

Another  construction  giant, 
(www.dycasa.com),  has  carrie< 
diverse  range  of  engineering  and  i 
tural  projects  around  the  counti 
homes  and  office  buildings,  to  pi 
railroads  and  nuclear  power  plants 
the  National  Public  Library.  Currentl\ 
is  involved  in  the  construction  and 
nance  of  the  North  Access  highw; 
City  of  Buenos  Aires  and  managi 
than  1,500  km  of  highways  nati 
many  of  which  are  toll  roads.  It  £ 
vides  water  and  sewage  managen 
vices  in  the  provinces  of  Buenos  A 
Misiones.  Other  important  Dycasa 
now  under  way  include  a  new  sub 
in  Buenos  Aires,  a  major  drainage 
in  Mar  del  Plata  and  a  1 ,500-inmal 
in  the  town  of  Marcos  Paz. 

Whether  for  business  or  p 
visitors  to  Buenos  Aires  invariab 
through  its  main  gateway,  the  I 
Pistarini  International  Airport.  Tv\ 
ago,  Aeropuertos  Argentina 
(www.aa2000.com.ar),  the  private 
tium  that  operates  all  33  airports  in 
na's  national  airport  system,  begar 


continued  on 
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AN  ECONOMY  IN  TRANSITION 

An  Interview  With  Jorge  Sarghini,  Economy  Minister  of  the  Provincial  State  of  Buenos  Aires 


kf  What  do  the  people  of  Buenos 
^JAires  demand  from  the  provin- 
overnment,  and  how  does  gov- 
ent  spending  deliver  on  those 
stations? 

[Tie  Province  of  Buenos  Aires  has 
than  14  million  people  whose  tax 
butions  represent  in  excess  of  one 
Df  the  total  tax  money  raised  in  the 
:ry.  As  such,  residents  expect  an 
alent  share  of  public  sector  spending 
rvices  affecting  them,  from  alloca- 
tor education  and  health  to  public 
'  and  infrastructure  projects, 
iw  has  the  government  of  Buenos 
managed  these  demands?  What 
$  current  condition  of  the  public 
et? 

hree  years  ago,  the  province  initiated 
reforms  to  address  educational,  judi- 
nd  security  needs.  These  reforms 
lad  an  impact  on  government  spend- 
articularly  the  current  account;  they 
oincided  with  a  recession  in  Argenti- 
at  started  in  1998  and  has  not  yet 
1  This  recession,  the  longest  in  con- 
orary  history,  has  had  a  negative 
:t  on  the  province's  fiscal  revenues, 
ational  tax  increases  (1998  and  2000) 
worsened  the  effects  of  recession 
sd  to  an  increase  in  tax  evasion  and  a 
ase  in  purchasing  power. 
i  the  fall  in  tax  revenues,  combined 
these  reforms,  result  in  a  budget 
t? 

Ve  assumed  that  the  reforms  would 
an  effect  on  the  budget  in  1999  and 


2000.  However,  the  economic  crisis  had 
a  much  greater  negative  impact  on  our 
tax  revenue  than  we  expected.  Thus,  the 
deficit  (excluding  privatizations)  reached 
its  highest  level  in  1999  at  $2.1  billion;  it 
fell  to  $1.85  billion  in  2000  and  is  project- 
ed at  $1.42  billion  for  2001 ,  which  means 
a  total  reduction  of  $685  million  in  two 
years. 

Q:  How  was  the  deficit  reduced  during 
a  prolonged  recession? 

A:  To  begin  with,  the  Province  of  Buenos 
Aires  has  greater  efficiency  in  public  spend- 
ing relative  to  other  provinces.  Per  person 
spending  of  $790  is  20%  less  than  the 
national  average  of  $987.  In  the  year  2000, 
we  made  a  great  effort  to  cut  spending  by 
more  than  $500  million,  thanks  to  the  firm 
policies  of  Governor  Ruckauf.  This  was 
achieved  through  a  major  restructuring  of 
the  public  administration,  without  cutting 
social  spending. 

Q:  How  is  the  budget  financed? 

A:  Financing  for  2000  was  mostly  cov- 
ered by  the  capital  markets.  We  ended  the 
year  with  a  debt  of  $4.1  billion,  which  is 
only  3%  of  the  total  national  public  debt.  As 
for  2001 ,  financing  will  be  mostly  obtained 
through  the  issuance  of  bonds  in  the  capi- 
tal markets.  This  program  has  already  start- 
ed. Our  province  was  the  first  to  gain 
access  to  the  international  markets  after 
Argentina  obtained  the  financial  aid  pack- 
age from  the  IMF,  other  multilateral  organi- 
zations and  local  banks. 
Q:  How  is  the  debt  structured? 

A:  Our  credit  policy  is  mostly  based  on 


international  credit  markets  and  multilater- 
al organizations.  We  have  scaled  the  debt 
in  such  a  way  that  interest  payments  do 
not  interfere  at  any  time  with  the  fiscal  bal- 
ance. The  debt  has  the  following  composi- 
tion: 66%  in  government  bonds  (48%  of 
which  is  in  eurobonds),  22%  in  multilateral 
organizations  (IDB  and  World  Bank)  and  the 
remaining  12%  in  commercial  banks. 
Q:  How  do  you  see  the  situation 
in  the  future? 

A:  We  can  eliminate  the  deficit  in  2005  if, 
as  recent  positive  signs  lead  us  to  believe, 
the  Argentine  economy  starts  to  grow  again 
soon,  and  provided  we  move  forward  in  a 
joint  effort  between  the  provinces  and  the 
federal  government  to  fight  tax  evasion  and 
freeze  government  spending.  This  is  the 
commitment  under  the  Fiscal  Discipline  and 
Growth  Bill,  a  pledge  that  Buenos  Aires  is 
firmly  committed  to. 


ADVERTISEMENT  6 


TOWARD  A  NEW  BANK 


By  Ricardo  Gutierrez,  President,  Banco  de  la  Provincia  de  Buenc 


punded  in  1822,  Banco  de  la  Provin- 
| cia  de  Buenos  Aires  is  the  oldest 
financial  institution  in  Argentina.  As  such,  it 
has  played  a  vital  role  in  the  country's 
development  and  witnessed  nearly  200 
years  of  Argentine  history. 

Today  it  ranks  as  the  second  most 
important  bank  in  Argentina  and  is  a  lead- 
ing provider  of  corporate  and  retail  ser- 
vices through  its  350  domestic  branches 
and  11  international  offices.  The  bank  is 
the  primary  financial  agent  of  the  Province 
of  Buenos  Aires  and  sole  depository  insti- 
tution for  the  provincial  public  sector.  As 
of  December  31 ,  2000,  its  deposits  totaled 
$9.5  billion,  and  its  loans  totaled  $8.4  bil- 
lion for  an  11.3%  share  of  the  local  bank- 
ing market  and  a  10.3%  share  of  the  lend- 
ing market,  respectively. 

Banco  Provincia  owns  Grupo  Bapro,  a 
holding  company  established  in  1997  com- 
prising 16  financial  services  companies 


operating  in  the  insurance,  leasing  and 
asset  management  markets.  The  largest  of 
these  companies  is  Origenes,  the  leader  in 
local  pension  funds.  Grupo  Bapro's  net 
worth  has  a  book  value  of  $240  million,  but 
in  light  of  recent  valuations  carried  out  by 
leading  investment  banks,  its  market  value 
is  around  $520  million. 

The  Board  of  Directors,  over  which  I  pre- 
side, took  office  in  December  1999.  During 
our  first  year,  we  set  out  to  improve  the 
bank's  competitiveness  and  profitability, 
focusing  on  cost  control,  credit  policy  and 
collection  systems.  Our  goals  are  to 
strengthen  Banco  Provincia's  leadership 
across  the  whole  range  of  banking  and 
financial  services;  serve  as  an  important 
tool  for  the  development  of  the  province's 
productive  sectors,  especially  on  financing 
for  small  and  medium  enterprises;  and 
achieve  earnings  in  accordance  with  our 
growth  targets. 


To  this  end,  the  board  enforced 
measures.  Previous  years'  loan 
were  reflected  in  a  $350  million  n( 
reduction  in  the  1999  balance  si 
offset  this  loss,  the  provincial  gove 
the  bank's  sole  shareholder,  capital 
$500  million  last  year. 

We  also  initiated  a  program  to  e 
customer  service.  A  key  to  succes 
area,  as  well  as  to  achieving  improv 
in  management  control,  was  to  uf 
our  systems  and  operations  softwa 
state-of-the-art  technologies.  We  ex 
benefits  to  be  evident  soon,  altho 
project  will  not  be  completed  until 

To  improve  recovery  of  overdue  Ic 
created  the  Loan  Recovery  Comr 
which  reports  to  the  board,  and  out 
the  collection  of  debts  under  $200, 
far,  the  results  are  encouraging  and 
our  course  of  action.  Our  efforts  tc 
costs  have  been  rewarded:  In  2C 
reduced  costs  by  $80  million. 

Our  credit  exposure  to  the  pr 
public  sector  changed  toward  mo 
assets  as  we  transformed  part  of 
standing  loans  into  negotiable  boi 
plan  to  direct  growth  in  our  lendint 
ity  toward  the  productive  sectors. 
•  To  sum  up,  the  bank  is  immer; 
process  of  modernization,  investing 
ing  technologies,  cutting  unpro 
expenses  and  managing  risk.  Thus 
to  consolidate  the  development  o1 
cient,  profitable  and  useful  bank  to 
the  economic  growth  of  the  Pro\ 
Buenos  Aires. 
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SECURE  FUND 

 TO  FINANCE  INFRASTRUCTURE 

By  Julian  Dominguez,  Public  Works  Minister  of  the  Provincial  State  of  Buenos  Aires 


^ith  the  recent  creation  of  a 
unique  and  fiscally  sound  plan 
i  the  Infrastructure  Fiduciary  Fund, 
rovincial  government  has  provided 
)rivate  sector  with  an  important 
cial  instrument  for  building  crucial 
tructure.  Under  the  oversight  of  the 
)my  and  Public  Works  Ministries,  the 
:iary  Fund's  mission,  with  an  initial 
3f  $1  billion,  is  to  build  drinking  water 
ewer  drainage  systems  in  the  heavi- 
julated  belt  that  surrounds  the  Fed- 
istrict,  as  well  as  to  build  new  schools, 
tals  and  hydraulics  works  in  the 
o  River  Basin.  This  is  a  river  that 
es  and  floods  17  million  hectares  of 
ias,  considered  one  of  the  most  fer- 
cpanses  in  the  world. 

lued  from  page  4 

tment  project  to  modernize  the  facil- 
Located  at  Ezeiza,  within  easy  reach 
itropolitan  Buenos  Aires,  the  airport 
ias  a  modern  terminal  with  a  12  mil- 
assenger  capacity.  With  its  goal  of 
ig  the  Ezeiza  airport  the  best  in  Latin 
ica,  Aeropuertos  Argentina  2000  plans 
■est  $570  million  in  state-of-the-art 
Dlogy  and  the  best  architectural  designs 
onstruction  standards  in  the  industry, 
idful  of  the  rapidly  evolving  com- 
cations  requirements  of  globaliza- 
Movicom  Bellsouth  (www.movi- 
com),  a  leader  in  mobile  phone 
ce  since  1989,  has  transformed 
into  an  integrated  telecommunica- 
company  with  national  reach.  Its 


Guided  by  the  need  to  maintain  balance 
in  public  finances,  the  Province  of  Buenos 
Aires  is  seeking  to  promote  private  invest- 
ment in  the  design,  construction,  mainte- 
nance, operation  and  financing  of  public 
works  by  following  the  infrastructure  devel- 
opment model  used  in  some  European 
countries.  Governmental  offices  will  contract 
work  with  domestic  or  foreign  companies, 
under  leasing  contracts,  employment  of 
services  with  a  purchase  option  or  any 
other  contract  form  stipulated  by  our  laws. 

It  is  important  to  note  that  in  addition  to 
the  standard  utility  of  this  type  of  instru- 
ment, namely  to  guarantee  payment,  the 
Infrastructure  Fiduciary  Fund  can  make 
direct  payments  using  the  same  assets 
that  were  produced  by  the  services  origi- 


path  is  studded  with  major  milestones, 
achieved  in  less  than  two  years.  Movi- 
com  developed  its  long  distance  service, 
rapidly  becoming  the  top  choice  in  this 
market.  Using  advanced  technology,  it 
launched  fixed  access  to  integrated 
voice,  data  and  Internet  services  aimed 
at  the  corporate  sector  and  went  on  to 
consolidate  its  position  as  an  important 
ISP  In  1999,  it  became  the  first  to  offer 
PCS  technology  as  a  way  to  provide  inte- 
grated telecommunications  nationwide. 
Crowning  its  success  in  the  mobile  and 
Internet  markets,  Movicom  Bellsouth 
launched  its  wireless  Internet  service,  the 
first  of  its  kind  not  just  in  Argentina,  but  in 
all  of  Latin  America.  Its  achievements  have 


nally  contracted.  This  is  possible  thanks  to 
an  assured  minimum  annual  cash  flow  of 
$100  million  starting  in  2002  that  is  derived 
from  designated,  stable  fiscal  revenues. 
This  guaranteed  cash  flow  gives  investors 
the  legal  and  economic  framework  they 
need  to  participate  and  the  certainty  that 
—  provided  they  meet  their  contractual 
obligations  —  they  will  be  paid. 

Through  a  fully  operational  Fiduciary 
Fund,  the  Province  of  Buenos  Aires  looks 
forward  to  creating  new  business  oppor- 
tunities in  its  territory  and  the  revitalization 
of  its  powerful  economy  and  labor  market. 
We  are  certain  that  the  province's  dynam- 
ic leadership  will  appeal  to  those  investors 
who  are  also  interested  in  broadening 
their  futures.  ■ 


made  Movicom  Bellsouth  the  fastest-grow- 
ing telecommunications  company  in  2000. 

Supporting  Trade  With  Port  Logistics 

At  a  time  when  global  trade  is  so  highly 
prized,  companies  put  a  premium  on 
cost-efficient,  forward-thinking  port  ser- 
vices. Since  its  installation  in  1995,  the 
aim  of  Exolgan  has  been  to  optimize  its 
port  and  logistics  services  to  meet  both 
the  current  and  future  needs  of  its  cus- 
tomers. Its  40-hectare  terminal  is  locat- 
ed in  Dock  Sud,  where  its  activities 
include  loading  and  unloading  container 
vessels,  feeders  and  barges,  as  well  as 
container  storage,  packing  and  unpack- 
ing. With  an  annual  volume  of  390,000 
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PABLO  PICASSO  EXHIBITIC 

The  Melvyn  Weiss  Col 


i^Us  part  of  its  ongoing  support  of 
|the  arts,  the  Banco  Provincia  de 
Buenos  Aires  Foundation  (www.funda- 
cionbp.com.ar)  is  presenting  on  behalf  of 
the  provincial  government  a  unique  exhi- 
bition of  20th-century  master  artist  Pablo 
Picasso.  The  exhibition,  Picasso  Para 
Todos,  gathers  more  than  150  graphic  art- 
works, ceramics  and  sculptures  in  gold  by 
the  legendary  Spanish  artist. 
This  extraordinary  collection  belongs  to 


the  Melvyn  &  Barbara  Weiss  Art  Founda- 
tion in  New  York.  It  contains  some  items 
that  never  have  left  the  U.S.  and  others  that 
never  have  been  exhibited.  The  exhibition 
was  made  possible  by  Maria  Isabel  Zapa- 
tero  de  Ruckauf,  wife  of  the  Governor,  who 
convinced  Melvyn  Weiss,  the  well-known 
lawyer  and  art  collector,  to  bring  the  col- 
lection to  Argentina.  The  exhibition  can  be 
seen  at  the  Argentine  Theatre  in  La  Plata 
through  April  20.  ■ 


Melvyn  Weiss  HeW  and  Fernar 


TEUs  (20-foot  containers),  it  controls  32% 
of  the  Buenos  Aires  port's  market.  Its 
proximity  to  the  City  of  Buenos  Aires,  and 
to  railway  connections  and  river  terminals 
in  the  area,  gives  customers  easy  access 
to  the  principal  consumer  and  producer 
centers  of  Argentina. 

in  1996,  Exolgan's  parent  company,  Inter- 
national Trade  Logistics,  founded  Exologis- 
tica  to  add  value  to  its  port  and  bonded 
warehouse  services.  Working  from  its  22- 
hectare  Logistics  Zone  in  Dock  Sud,  Exolo- 
gistica  develops  integrated  logistics  solu- 
tions for  importers,  exporters,  shipping 
companies  and  international  transport  com- 
panies. Working  together,  Exolgan  and 
Exologistica  play  a  vital  role  in  the  efficient 
and  competitive  flow  of  goods  through  the 
province,  as  well  as  out  to  trading  partners 
around  the  world. 

Higher  Education 

Buenos  Aires'  rich  natural  resources  sup- 
port agriculture,  ranching  and  industry,  but 


its  modern  economy  thrives  with  the 
expansion  of  an  even  more  potent  ingredi- 
ent: a  highly  educated  and  skilled  work- 
force. Buenos  Aires'  exceptional  network 
of  learning  institutions  comprises  10,000 
public  schools,  12  universities  and  385  public 
libraries.  The  premier  example  of  academic 
excellence  is  the  National  University  of  La 
Plata  (www.unlp.edu.ar),  founded  in  1897 
Known  as  the  Stanford  of  Latin  America, 
the  university  offers  more  than  66  degrees 
and  houses  the  continent's  first  School  of 
Physics.  It  provides  an  unsurpassed  pool  of 
talent  not  only  to  the  province  and  country, 
but  to  the  region  as  well. 

To  position  itself  at  the  forefront  of  the 
new  economy,  the  National  University  has 
recently  joined  with  Titan  Research 
(www.titanresearch.com)  to  expand  its 
reach  to  private  enterprise,  particularly  in 
the  field  of  technology.  The  objective  is  to 
form  joint  ventures  with  international  cor- 
porations and  private  foundations  to  con- 
duct scientific  research  and  share  patent 


rights  on  a  for-profit,  long-ternr 
Already,  Titan  has  generated  interes 
a  number  of  global  high-tech  con- 
Just  on  the  outskirts  of  La  Plata 
complex  of  buildings  will  host  the 
tories  and  research  facilities  for  th 
ing,  world-class  project. 

A  Bold  Path  to  the  Future 

Because  of  its  cultural,  intellectual  < 
nomic  vibrancy,  Buenos  Aires  is 
location  to  do  business.  Its  wealth  i 
on  a  diversity  of  sectors,  where 
investment  is  the  backbone  of  pre 
activities.  The  provincial  governmer 
Governor  Carlos  Ruckauf  is  coma 
supporting  private  initiatives,  par 
where  they  promote  the  welfar 
Bonaerenses  and  indeed  all  Argc 
With  a  firm  grasp  on  fiscal  policy  an 
mination  to  improve  the  climate  fo 
ment,  the  Ruckauf  administration 
the  province  on  an  exciting  path 
21st  century. 


ADVERTISEMENT  9 


X3UAS  ARGENTINAS: 

INVESTING  IN  QUALITY  SERVICES 


Vith  a  population  of  more  than  10 
million  people,  the  City  of  Buenos 
and  17  suburban  counties  have  extraor- 
/  demands  for  drinking  water  and  high- 
y  sewage  services.  Since  1993,  Aguas 
ntinas  (www.aguasargentinas.com.ar), 
sortium  of  foreign  and  local  firms  led  by 
Lyonnaise  des  Eaux,  has  undertaken 
ssive  urban  development  project  to 
3ve  the  quality,  reach  and  reliability  of 
if  supply  and  wastewater  collection 


following  40  years  without  investment  in 
infrastructure. 

In  the  first  six  years  of  its  30-year  con- 
cession, Aguas  Argentinas  invested  more 
than  $1.4  billion  on  renovating  existing  net- 
works and  installations,  such  as  a  drinking 
water  production  plant,  and  building  new 
infrastructure,  including  a  sewage  treat- 
ment plant  and  an  underground  river  to  pro- 
vide drinking  water.  These  varied  undertak- 
ings have  resulted  in  a  33%  rise  in  the 


number  of  people  supplied  with  drinking 
water  and  a  23%  rise  in  those  served  by 
wastewater  services.  Its  $1.1  billion  invest- 
ment plan  for  the  1999-2003  period 
includes  a  Comprehensive  Sanitation  Plan 
to  improve  the  quality  of  the  area's  water- 
ways. This  plan  calls  for  the  construction  of 
two  interceptors  of  rain  and  sewage  liquids 
during  dry  weather,  as  well  as  two  plants 
in  Buenos  Aires  for  treating  effluents 
before  they  are  returned  to  rivers.  ■ 
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Ghost  Cars 
Ghost  Bran 

Who's  really  behind  the  products  sold  by  the  world's  bes 
known  companies?  Nowadays  you  can't  tell  from  the  labi 


BY    KERRY    A.    DOLAN    AND    ROBYN  MEREDITH 


^    OME  FAMOUS  ENTRE- 
^B^^^fH»  preneurs  failed  spectac- 
ularly  trying  to  start  car 

4fs  l^b.      companies  from  scratch. 

Preston  Tucker  brought 
.J&g-  B  out  tne  Tucker  in  1946 

■L^jP  and    went  bankrupt 

n  three  years  later.  John 

DeLorean  had  his  gull-wing  sports  car 
and  failed  in  1982.  Henry  J.  Kaiser  could 
only  produce  his  beloved  Henry  J.  from 
1952  until  1954. 

Now  Robert  A.  Lutz,  the  former  vice 
chairman  of  Chrysler  and  a  35-year  vet- 
eran of  the  auto  industry,  has 
started  Cunningham  Motor  Co. 
He  aims  to  deliver  a  sexy  sports 
coupe  with  a  600hp  engine  and 
a  $250,000  price  tag  sometime 
in  2004.  The  car  will  be  called 
the  Cunningham  C-7,  after 
America's  postwar  racing  leg- 
end, Briggs  Cunningham  Jr., 
whose  son  is  Lutz's  partner.  Lutz 
is  showing  off  a  prototype  now 


and  is  rounding  up  venture  capital. 

Does  Lutz  have  a  prayer  of  succeed- 
ing? He  does  because,  unlike  those  other 
three  would-be  carmakers,  he  will  put 
not  a  penny  into  a  factory.  Cunningham 
Motor  will  farm  out  production  to  some 
outsider,  most  likely  a  car  parts  maker. 
The  design,  engineering  and  even  most 
of  the  retailing  will  be  contracted  out. 
Lutz,  an  ex-Marine  who  flies  fighter  jets 
for  fun,  plans  just  20  employees  for  a 


Lights,  camera,  action:  The  C-7  outsourced  car. 


company  with  targeted  annual  rev 
of  $100  million. 

"Cunningham  will  be  the  wo 
most  virtually  integrated  car  comp; 
says  Lutz.  His  role  is  more  movie 
ducer  than  manufacturing  mogul: 1 
have  the  idea  for  the  movie.  You 
them  the  money,  and  you've  signei 
on  the  script" 

Times  have  changed  since  Hi 
Ford  made  the  River  Rouge  compl< 
Dearborn,  Mich,  into  the  ultimate  in 
tical  integration,  with  iron  ore  going 
one  end  and  shiny  Model  A's  cor 
out  the  other.  Now  vertical  di 
tegration  is  the  order  of 
day — in  autos,  in  hand 
computers,  in  pharmaceut 
in  ink-jet  printers,  in  he 
foods,  in  cameras.  The  c 
pany  with  the  brand  name 
clever  marketing  idea  isn't 
essarily  the  one  with  the  fac 
Why  put  capital  into  a  fac 
when  you  can  put  it  into  sc 
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Lutz  of  leverage:  He  figures  contract 
help  means  $100  million  in  sales  is 
attainable  with  a  payroll  of  20. 


thing  much  more  valuable — like  a 
brand? 

The  whole  personal  computer  era 
can  be  seen  as  one  giant  triumph  of  dis- 
integration, as  IBM's  circuit-boards-to- 
boxes-to-software  mainframe  business 
gave  way  to  the  layered  computer  indus- 
try we  see  today:  Intel  making  the  elec- 
tronics, Dell  the  boxes  and  Microsoft  the 
software.  Taking  this  dis-integration  a 
step  further,  many  firms  selling  electronic 
appliances  are  outsourcing  large  chunks 
of  their  manufacturing.  Lucent  Technol- 
ogy is  handing  off  $8  billion  worth  of  its 
manufacturing  to  outside  parties,  about 
45%  of  its  output.  Rival  Cisco  Systems, 


are  the  majority  of  HP's  calculators,  PCs 
and  low-end  servers.  The  company  even 
outsources  some  of  its  sales  and  market- 
ing efforts.  Engineering  is  what  defines 
this  company,  not  workers  in  hair  nets 
picking  tiny  screws  out  of  parts  bins.  Says 
Corey  Billington,  vice  president  for  HP's 
sourcing:  "We  don't  think  we  gain  com- 
petitive advantage  by  driving  forkhfts 
faster." 

Outsourcing  has  been  around  for  a 
while — witness  the  Coca-Cola  Co.,  which 
has  for  decades  enjoyed  a  particularly 
handsome  return  on  capital  because  it 
has  outsourced  the  machinery-intensive 
bottling  work  to  other  entities.  Yet  there 


as  much  as  assets  you  can  see  and  tc 
The  phenomenon  is  not  peculiar  tc 
company.  The  ratio  of  price  to  tan 
book  value  for  the  S&P  500  is  7. 1 ;  tha 
times  what  the  ratio  was  in  1979 
cording  to  Standard  &  Poors. 

Next  reason  for  the  growth  of 
sourcing:  globalization.  No  surprise 
contract  manufacturers  for  electr 
gear  have  sprung  up  in  Malaysia 
China,  where  skill  levels  are  high 
labor  costs  only  one- fourth  what  it 
in  the  U.S.  In  Detroit  the  outsoui 
may  begin  with  a  transfer  of  work  I 
a  unionized  big  three  plant  (total  1 
cost,  more  than  $53  an  hour)  to  a  ur 


Contract  Cornucopia 

Many  of  the  world's  best-loved  brands  are  no  longer  produced  by  the  famous  names  then 


though  it  does  have  four  of  its  own  fac- 
tories, was  committed  from  its  infancy 
to  going  outside.  Now  all  of  its  sub- 
assembly manufacturing  and  42%  of 
final  assembly  of  its  switches  and  routers 
are  done  by  a  variety  of  the  largest  con- 
tract manufacturers.  Nearly  80%  of 
Kodak's  reloadable  cameras  and  all  of  its 
digital  cameras  are  sourced  in  Asia. 

Compaq  Computer  makes  only 
about  10%  of  the  computers  it  sells  to 
consumers.  It  relies  on  an  outside 
provider  to  field  a  chunk  of  its  customer 
service  calls  and  had  a  Taiwanese  firm, 
HTC,  help  design  its  iPaq  pocket  com- 
puter. Nearly  all  of  Hewlett-Packard's 
printers  are  made  by  someone  else.  So 


is  no  mistaking  the  trend.  Whereas  the 
20th  century  was  one  in  which  vertically 
integrated  companies  were  powerful,  the 
21st  is  the  century  of  virtual  companies. 
But  why?  Why  is  it  that  so  many  manu- 
facturers have  recently  taken  a  dislike  to 
factory  work?  There  are  three  reasons. 

One  is  that,  to  a  degree  that  was  not 
true  in  Henry  Ford's  day,  the  money  is 
in  the  brands,  not  in  the  machinery. 
Hewlett-Packard's  tangible  book  value — 
its  factories,  inventories  and  receivables, 
minus  liabilities — is  $14.5  billion.  Its 
market  value  is  $58  billion,  four  times  as 
much.  Wall  Street  is  saying  that  engi- 
neering, brand  recognition  and  other  in- 
tangibles are  together  worth  three  times 


ized  but  economically  weaker  parts  < 
pany  (where  the  UAW  can  extract 
$26  an  hour).  The  next  stage  is  the 
of  work  to  Mexico  ($2.50  an  hour), 
former  parts-making  subsidiary,  De 
which  opened  its  first  plant  in  Mexi 
1978,  now  has  55  plants  there. 

Third  reason  not  to  own  a  fac 
Only  the  biggest  companies  can  ke 
busy  enough.  That  doesn't  explain 
Ford  Motor  is  up  to,  but  it  definite! 
plains  Cunningham.  Lutz  hopes  t( 
400  of  his  luxury  cars  a  year;  a  car ; 
does  not  make  an  efficient  assembly 
Hain  Celestial,  the  natural  foods  o 
has  other  manufacturers  produce  45 
its  sales.  Revenues  total  only  $400  mi 
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ead  across  2,500  products,  so  it  needs 
go  outside  to  get  economies  of  scale. 
Henry  Ford  made  his  own  tires,  steel 
d  glass.  Ford  Motor,  now  running  in 
i  other  direction,  spun  off  its  parts- 
iking  operation,  Visteon,  last  summer, 
;n  hired  that  company  to  supply  25% 
the  2002  Ford  Explorer,  including  a 
ly  assembled  dashboard,  the  rear  axle, 
\  fuel  tank  and  the  carpets.  Says  Ford 
ief  Executive  Jacques  Nasser:  "I  don't 
nk  a  customer  minds,  as  long  as  the 
rticular  component  or  system  is  true 
the  brand  values."  The  Visteon  deal 
ived  off  over  $1.5  billion  of  assets, 
sser  is  putting  Ford's  capital  elsewhere, 


cedes  M-class  in  Vance,  Ala.  build  just 
20%  of  the  sport  utility  vehicle.  The  rest 
comes  in  big  pieces  ready-made  by  sup- 
pliers and  trucked  to  the  assembly  line, 
where  Mercedes  workers  bolt  them  on. 

In  his  day  job  Bob  Lutz  is  chief  exec- 
utive of  battery  maker  Exide,  where  he  is 
on  the  other  end  of  the  outsourcing 
movement.  Lear,  a  $14.1  billion  auto  sup- 
plier, has  hired  Exide  to  help  package  its 
batteries  within  the  interior  modules  that 
Lear  is  selling  to  automakers.  This  trend 
led  Exide,  with  $3  billion  in  revenue,  to 
design  the  Exide  Select  Orbital  battery,  a 
battery  shaped  like  a  six-pack  of  beer  that 
can  be  configured  to  fit  in  tight  spaces 


gins,"  says  Eugene  Polistuk,  chief  execu- 
tive of  Toronto-based  Celestica,  one  of 
the  new  breed  of  contract  manufactur- 
ers that  dominates  electronics  products. 

There  has  long  been  a  place  for  pri- 
vate-label or  house-brand  makers  of 
everything  from  washing  machines  to 
mayonnaise — sometimes  the  brand 
companies  themselves  would  peddle  ex- 
cess output  that  way.  But  now  it's  the  pre- 
mium-label products  themselves  being 
ghosted.  And  in  technology  that's  pretty 
advanced  stuff.  Swedish  telecom  giant 
Ericsson  made  news  in  January  by  opting 
to  farm  out  an  estimated  $3  billion  worth 
of  mobile  phone  sets.  At  the  service  end 


ending  $9  billion  to  buy  just  two  in- 
igibles,  the  names  Jaguar  and  Volvo. 
General  Motors  will  soon  just  be 
iking  the  outside  and  underbodies  of 
cars  and  trucks;  it  is  putting  various 
to  supply  companies  in  charge  of  the 
erior  of  each  of  its  vehicles.  Some  of 
l's  1,100  engineers  now  working  on 
•  interiors  will  move  to  desks  at  sup- 
ers' offices.  GM  didn't  even  bother  to 
>ign  and  engineer  the  Chevrolet  SSR 
:kup  it  will  start  selling  late  next  year, 
(tead,  it  farmed  that  work  out  to  ASC 
:.,  a  Detroit-area  auto  supplier  that  will 
Ip  train  workers  at  the  GM  factory 
lere  the  15,000  Chevys  will  be  built 
:h  year.  Workers  assembling  the  Mer- 


under  the  hood  or  inside  the  vehicle.  An- 
other auto  supplier,  $1.1  billion  MSX  In- 
ternational, is  growing  fast  by  acting 
more  like  a  consulting  firm  for  the  auto 
industry.  It  supplies  engineers,  not 
camshafts,  to  the  world's  automakers, 
and  increasingly  takes  on  outsourced 
projects  in  the  telecommunications  and 
health  care  industries. 

Outsourcing,  which  once  meant 
mainly  the  simple  offloading  of  auxiliary 
activities  like  groundskeeping,  the  cor- 
porate canteen  or  the  data  processing 
center,  is  very  different  today.  It  now  en- 
tails what  are — or  once  were — a  business' 
core  activities.  "It's  a  case  of  the  vertical 
business  model  dies  and  another  one  be- 


Verizon,  AT&T  and  Sprint  now  use  con- 
tract help  in  some  cases  to  deploy  and 
manage  their  cellular  phone  networks. 

The  surge  in  outsourcing  has  made 
fortunes  for  shareholders  in  companies 
like  Solectron  in  Milpitas,  Calif,  and  Flex- 
tronics International  in  Singapore.  De- 
spite the  recent  deflation  in  the  technol- 
ogy sector,  Solectron's  stock — to  the 
delight  of  finance  chief  Susan  Wang —  is 
up  seventyfold  since  1990.  "We're  still  in 
the  early  stages  of  growth  in  manufac- 
turing outsourcing,"  says  Lehman  Broth- 
ers analyst  Louis  Miscioscia,  who  sees  the 
value  of  outsourced  electronics  goods 
more  than  doubling  to  $280  billion  three 
years  from  now.  The  chief  executive  of 
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Pharma's  Little  Helpers 

Whether  in  manufacturing  or  research  and  develop 
ment,  the  pharmaceutical  industry  sends  out  for 
about  $30  billion  a  year  in  assistance  from  out- 
sourcers.  These  firms  may  be  giants  themselves. 

Outsourcing  ($tail) 

Manufacturing 


Research  & 
development 


Formulation  and 
chemical 
development 


Chemical 
manufacturing 


Dosage  form, 
manufacturing 
and  packaging 

Source:  Arthur  0.  Little. 


Sweden's  Electrolux,  Michael  Treschow, 
has  told  analysts  he'd  like  to  get  out  of 
building  refrigerators,  if  only  there  were 
an  independent  supplier. 

No  surprise,  many  brand-name  com- 
panies are  shy  about  the  fact  that  they 
touch  their  own  products  so  lightly.  You 
don't  see  Sun  Microsystems,  Apple  Com- 
puter and  Gateway  as  well  as  food  pro- 
ducer and  apparel-maker  Sara  Lee  and 
drug  star  GlaxoSmithKline — all  of  which 
outsource  a  healthy  portion  of  their  pro- 
duction or  activities — talking  about  this 
aspect  of  their  business.  Even  companies 
that  are  proud  of  handing  off  work,  like 
Dell  Computer,  withhold  most  details. 

In  the  pharmaceuticals  industry  out- 
sourcing has  become  a  $30  billion  busi- 
ness, according  to  consulting  firm  Arthur 
D.  Little.  About  half  that  sum  goes  to 
manufacturing  firms  like  Greenville, 
N.C.-based  DSM  Catalytica,  which  offer 
both  chemical  ingredients  and  finished 
products,  including  cartons,  bottles  and 
packaging.  A  good  chunk  of  the  rest 
flows  to  contract  research  organizations 
like  Quintiles  Transnational  in  Durham, 
N.C.  and  Covance  in  Princeton,  N.J., 
which  test  and  market  drugs.  Quintiles, 
which  had  revenues  last  year  of  $  1 .66  bil- 
lion, manages  9%  of  all  the  clinical  trials 
done  worldwide. 

Though  generic  firms  and  new  com- 
panies tend  to  outsource  more  than  Big 


Pharma,  the  practice  is  grow- 
ing there,  too.  Among  DSM 
Catalytica's  clients  are  Pfizer, 
Merck  and  GlaxoSmith- 
Kline. Quintiles  and  Covance 
both  do  work  for  the  world's 
50  largest  drug  companies. 

One    driver    is  Big 
Pharma's  desire  to  reduce  ex- 
penditure on  fixed  assets. 
"Imagine  you're  a  big  phar- 
maceutical company  with 
three  drugs  in  late-stage  tri- 
als and  the  next  year  you  have 
none,"  explains  J.P.  Morgan 
H&Q  analyst  Ken  Miller.  Ex- 
panding or  launching  capac- 
ity in-house  involves  recruit- 
ing, training  and  stationing 
employees.  Quintiles  and  Covance  are 
there  to  absorb  the  ebb  and  flow.  They 
cut  time  to  market,  too.  Whereas  it  might 
take  a  large  pharmaceutical  firm  18 
months  to  recruit  500  patients  for  a 
study,  "we  do  it  in  6  months,"  says  Quin- 
tiles Chairman  Dennis  Gillings.  That 
adds  one  more  year  that  the  brand  owner 


Discovery  support 
services 

Analytic 
services, 
toxicology  and 
pharmacology 


Clinical  trials 


can  be  selling  on  a  20-year  patent. 

It's  no  secret  that  the  footwear 
apparel  sectors  contract  widely — v\ 
ing  conditions  at  subcontractors  ( 
attract  unfavorable  notice.  For  al 
sweatshop  noise,  the  rag  trade  knev 
setup  made  sense  long  ago — it  neve 
curred  to  the  Gap  to  hire  an  apj 
worker.  Nor  is  it  a  surprise  that  coi 
nies  like  Mattel  and  Hasbro  get  mc 
their  toys  from  outside  factories,  r 
in  Asia.  But  did  you  know  that  abou 
of  Samuel  Adams  beer  comes  from 
tract  brewers  (and  that  parent  Be 
Brewing  produces  on  contract  foi 
other  brands)?  And,  in  the  fina 
realm,  that  the  company  behind  PN( 
First  Union  credit  cards  is  giant  M 
Cincinnati-based  Redox,  a  virtual  d 
gent-maker  that  acquired  lesser  Pr 

"The  vertical 
business  model 
dies,  and  anothe 
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You'll  go  to  the  end  of  the  earth  for  what  you  believe  in. 
So  do  we. 

(Mill 


There's  no  better  way  to  fly. 


Lufthansa 


A' STAR  ALLIANCE  M.EMBEF3  'T  I 


&  Gamble  brands  like  Oxydol  and  Biz, 
relies  on  contract  manufacturers  such  as 
Korex  in  Michigan,  which  in  turn  also 
produces  for  other  big  laundry  brands. 

So-called  fabless  semiconductor 
companies — like  Altera  and  Xilinx — 
arose  in  the  1980s  to  design  specialized 
chips  while  leaving  the  wafer  line-work 
to  all-purpose  foundries  in  Taiwan  and 
elsewhere.  Cisco  Systems  was  a  pioneer  in 
fabless  electronic  gear,  taking  advantage 
of  the  Internet  to  connect  customer  or- 
ders directly  to  the  shipping  docks  of  its 
contract  manufacturers.  Handspring,  the 


company  behind  the  Visor  personal  dig- 
ital assistant,  followed  the  Cisco  model 
from  the  start:  it  has  no  factories  of  its 
own.  None  of  its  employees  has  any 
physical  contact  with  products.  When  or- 
ders for  Visors  come  in  over  the  Web  site 
(which  is  hosted  by  yet  another  firm), 


"I  don't  think  a  cus- 
tomer minds  as  long 
as  what's  there  is  true 


the  information  is  fed  first  to  its  ft 
ment  partner,  which  keeps  the  inven 
and  then  directly  to  Handspring's 
tract  manufacturers,  Flextronics 
Solectron,  which  also  package  and 
the  product.  To  make  it  all  v 
smoothly,  Handspring  brought  ir 
^^^^  contract  manufacturers  v 
designing  the  Visor.  Result: 
breakthrough  product  hi 
market  only  15  months 
the  company  was  founded 
Leveraging  resoui 
"We're  projecting  revenue; 
year  of  $400  million,  an< 
only  have  400  employees," 
a  Handspring  spokesr 
"When  our  Chief  Execi 
Donna  Dubinsky  was  at  A 
Computer,  they  had  1 ,500 
ployees  and  half  the  reven 
But  the  main  reason  to 
source  is  the  imperative  t 
what  you  do  best — what  e 
omists  call  comparative  ad 
tage.  Fifteen  years  ago  Eric 
was  still  designing  and  m 
facturing  the  screws  that  i 
into  its  wireless  phones. ' 
body  would  imagine  d 
anything  like  that  today, 
serts  Bjorn  Bostrom,  Erics; 
senior  vice  president  of  su 
and  data  processing.  Of  cc 
not.  Spend  too  much  tim 
screws  and  some  compe 
will  score  a  hit  with  a  cc 
handset 

Henry  Ford  happene 
be  a  manufacturing  gei 
but  he  was  not  particu 
adept  at  judging  custon 
needs.  What's  Bob  Lutz  $ 
at?  He  has  a  wizard's  toucl 
marketing,  he  has  impecc 
taste  in  cars  and  he  is  so  i 
connected  in  the  auto  indi 
he  can  tap  into  whatever  t; 
he  needs.  Factory  layout; 
for  someone  else  to  W' 
about. 

Buy  the  stocks  of  electronics 
sourcers.  Page  138. 


Made-to-order: 
Solectron's 
finance  chief 
Susan  Wang. 
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ITED  BY  MELANIE  WELLS 


Speed  Bump 


Schwartz  got  a  crash  course  in  automotive  engineering.  "The 
designers  were  all  geeked  up,  showing  us  these  clay  models  and 
color  studies,"  he  recalls.  Why  not  use  one  of  them  in  com- 
mercials? He  decided  that  Jerry  P.  Hirshberg,  Nissan's  unas- 
suming chief  designer,  was  the  best  man  to  pitch  the  product. 

Since  the  spring  of  1999,  Hirshberg,  61,  has  appeared  in 
nearly  half  of  56  Nissan  commercials.  In  most  of  them  he  ap- 
pears in  a  V-neck  sweater  against  a  black  backdrop.  He  speaks 
to  someone  off-camera,  rhapsodizing  about  the  "soul"  of  cars, 
their  "neat"  features  and  the  "sound  the  engine  makes."  The 
ads  hype  product  minutiae,  such  as  the  31,442  hand-sewn 
stitches  in  a  Maxima's  upholstery. 

The  $490  million  campaign  hasn't  won  any  creative  acco- 
lades. But  guess  what?  These  no-nonsense  commercials  have 


Bring  commercials  are  often  more 
Tective  than  entertaining  ones.  It's 
lesson  Nissan  needs  to  remember. 

LUISA  KROLL 

N  1996  NISSAN  LAUNCHED  ONE  OF  THE  MOST  MEMORABLE 

advertising  campaigns  in  automotive  history.  Exuberant 

commercials  featured  dogs,  dolls,  a  grinning  Japanese  man 

and  the  friendly  tagline,  "Enjoy  the  Ride."  One  entertain- 
ing spot  had  an  action  figure  pick  up  his  Barbie-like  date  in 
ay  car  to  the  tune  of  Van  Halen's  "You  Really  Got  Me";  Time 
igazine  named  it  the  best  commercial  of  the  year.  Nissan 
ured  $330  million  into  the  campaign. 

Too  bad  it  didn't  sell  cars.  Nissan's  U.S.  sales  skidded  in 
it  of  the  first  six  months  after  the  ads  began  appearing  in 
gust  1996.  A  survey  turned  up  the  fact  that  the  number 
consumers  planning  to  buy  a  Nissan  had  hit  a  six-year 
v.  The  ad  didn't  alter  the  fact  that  the  cars  were  boring. 

Nissan  posted  a  $518  million  loss  in  North  America 
■  its  fiscal  year  ended  in  March  1998,  most  of  it  a  one- 
ie  writedown  from  its  leased-vehicle  business.  By  the 
le  the  ad  campaign  was  finally  snuffed  out  in  early  1998, 
ilers,  who  wanted  to  see  cars  in  the  ads,  were  up  in  arms, 
ere  were  reports  that  its  ad  agency,  TBWA\Chiat\Day, 
s  about  to  be  fired. 

Entertaining  ads  don't  always  make  the  cash  register 
ig,  a  Madison  Avenue  paradox  that  is  easily  forgotten  in 
:  battle  for  eyeballs  and  creative  awards.  Alka-Seltzer's  ac- 
imed  1969  "Spicy  Meatball"  commercial  didn't  put 
ich  fizz  in  sales.  The  much-beloved  Pets.com  sock  pup- 
t,  conceived  by  Chiat\Day,  couldn't  keep  that  company 
ye.  Taco  Bell's  Chihuahua  commercials — yet  another 
iiat\Day  creation — didn't  sell  food.  What  does  a  dog 
ve  to  do  with  tacos?  About  as  much  as  an  enigmatic 
>anese  gent  with  a  Jack  Russell  terrier  has  to  do  with 
ssan.  That  the  fellow,  known  as  Mr.  K,  was  supposed  to 
>resent  a  former  company  executive  was  way  too  subtle. 

Time  for  a  radically  different  approach.  Frantic  to  hold 

to  the  Nissan  account,  Robert  Schwartz,  a  creative-side 
xutive  at  Chiat\Day,  blocked  out  a  totally  new  cam- 
ign.  If  Nissan  wanted  more  car  in  its  car  ads,  he'd  give  it 
them — and  who  better  to  sell  the  features  of  those  cars 

in  one  of  the  guys  who  designed  them?  Sent  to  the  au-  Driver's  ed:  Plainspoken  designer  Jerry  Hirshberg  is  a  better  pitchman 
naker's  North  American  design  center  in  La  Jolla,  Calif,   than  the  dolls  in  Nissan's  acclaimed  1996  "Toys"  commercial. 
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[ped  move  metal.  Nissan  car  sales  rose 
b  in  2000.  Its  light-truck  sales  zoomed 
ead  21%,  compared  with  4%  for  the 
:egory,says  Ward's  Automotive  Reports. 

Another  coup:  Nissan's  share  of  the 
ort  utility  market  has  doubled  to 
)%  since  it  rolled  out  the  Hirshberg- 
signed  Xterra  in  1999.  As  a  result,  its 

campaign,  which  alternates  Hirsh- 
rg's  testimonial  with  pulsating 
iisic,  will  be  awarded  an  "Effie,"  a 
estigious  award  honoring  advertis- 
l  effectiveness — not  creativity,  mind 
u — from  the  American  Marketing 
sociation. 

Hirshberg  has  been  so  persuasive,  in 
t,  that  Nissan  now  uses  designers  in 
>an  and  Europe  to  pitch  its  cars  there, 
en  cantankerous  dealers  are  cheering, 
hey've  got  our  confidence  back,"  says 
trick  Hoban,  chairman  of  the  Nissan 
itional  Dealer  Advisory  Board  and  one 
many  dealers  who  were  critical  of  the 
tnpany's  previous  ad  effort. 

A  nice  lesson — but  not  quite  the  end 
the  story.  Nissan's  U.S.  sales  have 
Dpped  5%  in  a  tough  market  early  this 
ir,  while  sales  of  its  heavily  marketed 
ixima  family  sedan  have  plunged  31%. 
ime  the  economic  slowdown  and 
mpetition  in  the  category — not  the 
s.  Hirshberg  doesn't  work  for  Nissan 
1  time  anymore  and  hasn't  for  months, 
en  though  his  commercials  are  still 
nning.  His  disappearing  act  is  a  touchy 
3ject  at  Nissan,  which  refused  to  make 
rshberg,  now  a  consultant  to  the  com- 
ny,  available  for  an  interview.  "We 
n't  want  to  live  or  die  by  one 
Dkesperson,"  says  Jack  C.  Collins,  Nis- 
i's  vice  president  of  marketing  and 
Dduct  planning. 

That  leaves  the  carmaker  in  a  tough 
ot.  For  a  while  it  will  substitute  other 
signers  in  its  commercials.  But  it's 
ambling  to  come  up  with  a  new  ad 
ategy.  That  means  you  may  sooner 
;  more  Nissan  Pathfinders  playing 
lo — as  they  do  in  one  commercial — 
in  you  will  see  details  about  the  num- 
r  of  precision  welds  by  robots  (2,146) 
a  Nissan  Maxima.  But  why  cast  off 
ch  a  hard-won  lesson?  When  Nissan 
irts  winning  creative  awards,  you'll 
ow  the  joyride  is  really  over.  F 


FOR  THE  SAME  REASON 


www,  flex  jet,  com 


YOU'RE  NOT  USING  A 
TYPEWRITER  AND  A  PAY  PHONE 


Today's  entrepreneur  now  has  affordable 
access  to  fractional  ownership  of  Learjet® 
or  Challenger®  business  jets;  a  modern 
business  tool  that  enables  you  to  increase 
your  productivity  and  your  competitive 
advantage.  We  offer  the  most  complete 
range  of  latest  technology  aircraft  available 
today.  So  while  there  may  be  other 
options  to  Flexjet,  there  can  only  be  one 
choice.  Flexjet.  For  more  information  on 
the  many  affordable  benefits  of  fractional 
ownership  and  our  unprecedented  level 
of  personal  service  and  attention  to  detail, 
call  1-800-FLEXJET. 


BOMBARDIER 

AEROSPACE 


Flexjet  is  a  Bombardier  Aerospace  program. 


FLEXJET 

we  build  the  aircraft 
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"Not  much.  What's  new  with  you?" 


Illustration  by  Bernard  Schoenbaum  ©  2001  DigitalThink,  Inc  All  rights  reserved 


TOMAS  KELLNER 

HE  ROAD  TO  NEW  WEALTH 
in  Russia  usually  snakes 
through  a  clique  of  well- 
placed  politicians  and 
gangsters  to  a  rich  Siberian 
mine  or  oilfield.  Anatoly 
kachinsky  has  carved  a  different  path 
r  putting  U.S.  capitalism  in  a  rib- 
junching  bear  hug.  Today,  with  Amer- 
an  money  and  know-how,  his  Infor- 
atsionniye  Biznes  Sistemy  is  the 
gest  high-tech  company  in  Russia. 
Soon  after  the  collapse  of  the  Soviet 
ipire  Karachinsky  headed  west  to 
lp  a  quasi-government  entity  sell  In- 
rmicro,  a  Moscow-based  computer 
nsulting  and  distribution  business  he 
:lped  build.  His  mentor  and  friend, 
e  computer  crusader  (and  former 
)RBES  columnist)  Esther  Dyson,  in- 
ted  him  to  her  1992  technology  con- 
rence  in  Scottsdale,  Ariz.  That's 
here  he  met  Mort  Myerson,  then 
ief  executive  of  EDS,  and  had  his  first 
pitalist  epiphany.  Recalls  Karachin- 
y,  41,  "We  talked  for  a  few  hours 
len  Myerson  suddenly  asks,  'Why  do 
u  want  to  sell  it  and  stick  with  it?  It 


tenet  of  American  business:  trans- 
parency. He  conforms  his  books  to 
Generally  Accepted  Accounting  Princi- 
ples. IBS,  says  Dyson,  is  "Russia's  most 
boring  company."  That's  a  compli- 
ment. Karachinsky,  she  explains, 
"didn't  get  a  sweetheart  contract  from 
the  state.  He  cannot  be  blackmailed." 

That  impressed  U.S.  investors.  Citi- 
group and  the  AIG  Brunswick  Millen- 
nium Fund  chipped  in  a  total  of  $30 
million  for  about  a  30%  stake  (Kara- 
chinsky owns  most  of  the  rest).  There 
are  three  Westerners  on  IBS'  six-mem- 
ber board,  including  Dyson — which 
hasn't  hurt  in  drawing  U.S.  business. 
After  meeting  Michael  Dell  in  1994, 
Karachinsky  worked  on  him  for  two 
years  to  win  the  exclusive  rights  to  dis- 
tribute his  PCs  in  Russia. 

Today  IBS  develops  software  for  Boe- 
ing and  IBM.  Ford,  along  with  Royal 
Dutch/Shell  and  BP  Amoco,  looks  to 
Karachinsky  to  make  their  systems  Rus- 
sia-compatible. The  company  also  part- 
ners with  SAP  and  Oracle  to  sell  software 
and  routers  to  Russian  companies,  and 
sometimes  teams  up  with  Pricewater- 
houseCoopers  or  Arthur  Andersen  to 


30%  of  the  computer  distribution  mar- 
ket, says  he  had  an  inkling  of  the  disas- 
ter six  months  before  it  struck.  How? 
The  demand  for  paper  and  toner  sud- 
denly dropped.  Although  he  had  a  $15 
million  cushion  in  the  bank,  he  closed 
credit  lines  to  all  his  clients,  laid  off 
15%  of  his  staff  and  cut  office  space. 
His  business  dropped  by  a  third  be- 
tween fiscal  1998  (revenues,  $148  mil- 
lion) and  1999  ($99  million),  but  he 
held  on.  Fiscal  2001,  ended  Mar.  31, 
looks  bright  indeed:  FORBES  estimates 
that  IBS  earned  $42  million  on  pretax 
revenue  of  $215  million. 

Karachinsky  has  competitors,  in- 
cluding some  of  his  consulting  part- 
ners. "The  IT  needs  of  this  country  are 
massive,"  says  Mark  Sanor,  director  of 
the  technology,  media  and  communi- 
cations group  at  Arthur  Andersen  in 
Moscow.  But  IBS  is  branching  out.  It 
recently  launched  Newspaper  Direct,  a 
subscription  service  that  uses  the  In- 
ternet to  provide  home  delivery  of 
dozens  of  papers — from  Bristol  to 
Boston.  And  it  has  closed  a  deal  with 
CommerceOne  to  develop  a  B2B  portal 
and  clearinghouse  linking  such  clients 


ME  COMRADE  TO  SEE 

eed  to  get  wired  in  Moscow?  You'll  probably  have  to  deal  with  Anatoly  Karachinsky. 


juld  be  easier  for  you  to  start  the 
lole  thing  over  again.'" 

Trained  at  the  Moscow  Institute  of 
lilway  Engineering  as  a  computer  sys- 
tns  analyst,  Karachinsky  had  never 
en  dreamed  of  becoming  a  business 
vner.  But  the  notion  haunted  him, 
id  six  months  later  he  launched  IBS 
th  1 1  engineers  he  pulled  from  Inter- 
ior*. Their  first  job:  a  $1  million  ATM 
twork  linking  banks  in  Moscow  and 
adivostok.  Karachinsky  expanded  his 
ent  list  to  the  new  giants  of  Russian 
dustry,  including  Lukoil  and 
izprom. 

While  moving  into  computer-sys- 
ns  consulting  and  software  develop- 
ent,  Karachinsky  borrowed  another 


land  Moscow-based  accounts.  "We  aren't 
placing  ourselves  as  gatekeepers  of  the 
Russian  IT  market,"  says  Karachinsky. 
"We  are  the  IT  market.  We're  local  but 
know  the  American  way." 

He  has  certainly  become  the  com- 
rade to  see  when  doing  tech  business  in 
a  nation  known  for  its  corruption  and 
cronyism.  "It's  like  playing  tennis,"  says 
Peter  Panov,  32,  a  Wharton  M.B.A.  and 
IBS  senior  manager.  "Pure  skill  is  im- 
portant, but  in  a  tough  environment 
it's  not  as  helpful  as  anticipating  where 
the  ball  is  going  to  bounce." 

IBS  played  the  game  of  its  life  three 
years  ago  when  Russia's  economic 
meltdown  felled  scores  of  companies 
and  banks.  Karachinsky,  who  controls 


as  Accenture,  General  Motors,  Mit- 
subishi and  NTT  with  Russian  indus- 
trial companies. 

His  next  challenge  may  pit 
Karachinsky  against  one  of  the  compa- 
nies he  most  admires  and  frequently 
imitates — EDS.  General  Motors  is  con- 
templating a  $335  million  joint  ven- 
ture with  AvtoVaz  to  produce  Chevy 
sport  utility  vehicles.  If  the  deal  goes 
through,  EDS,  still  very  closely  linked  to 
GM,  will  probably  bid  for  the  job  of 
bringing  the  auto  plant  on  line. 
Karachinsky's  old  friendship  with 
Mort  Myerson  isn't  keeping  him  from 
competing  for  the  job.  "Of  course  we 
are  interested,"  he  says.  "We're  con- 
stantly in  battle."  F 
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In  the  new,  new  economy,  vou're  only  as  good  as  your  ability  to  seamlessly 
collaborate  with  your  employees,  customers  and  partners.  Enter  mySAP.com  — 
the  most  comprehensive  e-business  platform  to  help  you  succeed  in  the 
networked  economy.  From  role-based  enterprise  portals  and  Customer 
Relationship  Management  to  Supply  Chain  Management  and  mobile 
business  solutions,  mySAP.com  provides  every  solution  and  service  you 
need  to  collaborate  and  succeed  in  the  new,  new  economy.  To  learn  more, 
call  800  872  1727  or  type  in  www.sap.com 


THE  BEST-RUN  E-BUSINESSES  RUN  SAP 


ENTREPRENEURS 


BETTING 
THE  HOUSE 

A  group  of  young  Swedes  has 
launched  an  Internet  gambling 
site  that  appears  to  break  the 
law.  Can  they  get  away  with  it? 

BY  KEMP  POWERS 

LEAVE  IT  TO  FOUR  GUYS  FROM  Eu- 
rope's most  left-leaning  country  to 
make  a  Vegas-like  grab  for  a  pot  of 
gold.  Pals  from  the  Swedish  military,  all 
in  their  20s,  each  with  a  background  in 
business,  Gustaf  Hagman,  Robin 
Ramm,  Anders  Nylander  and  Albert 
Leffler  decided  to  launch  a  business 
that  would  have  the  visceral  excitement 


Did  someone  say  wager?  VSMarket* s 
Anders  Nylander,  Gustaf  Hagman, 
Robin  Ramm  and  Albert  Leffler. 

of  a  cockfight  and  the  potential 
|  purse  of  Thoroughbred  racing. 
In  VSMarket.com  they  came  up 
with  a  form  of  online  gambling 
that  lets  visitors  bet  on  "races" 
among  stocks. 

In  the  stock  races  each  bettor 
picks  which  stock  from  a  group 
of  12  will  rise  by  the  largest  per- 
centage by  day's  end.  It  is  more 
or  less  like  day  trading,  except 
that  the  terms  are  dreadful.  If 
you  pick  the  lucky  stock,  you 
don't  get  $  1 2  for  every  dollar  you 
bet.  Because  the  house  skims  off 
a  third  of  the  pot,  you  get  only 
$8,  on  average.  (The  payoff  for 
any  given  winner  depends,  as  it 
does  at  the  racetrack,  on  what 
percentage  of  the  betting  was  on 
that  particular  stock.)  Customers 
pay  by  credit  card  and  can  bet  as 
little  as  a  dollar. 

VSMarket  is  catching  on  (as 
are  countless  other  online  gam- 
bling sites).  A  trial  group  of  500 
people  quickly  grew  to  2,000  by 
word  of  mouth.  The  official 
launch  was  at  the  end  of  Febru- 
ary; within  a  month  1,000  or  so 
unique  visitors  were  placing 
about  1,500  bets  a  day,  resulting 
in  an  average  $8,000  in  daily  pay- 
offs and  $4,000  for  the  house. 

Traffic  will  have  to  increase 
tenfold  for  VSMarket  to  reach  its 
target  of  $10  million  in  annual- 
ized revenues  by  year-end.  (Chief 
Operating  Officer  Nylander  says 
the  company  can  turn  a  profit  on 
a  monthly  vigorish  of  only 
$500,000.)  That  goal  isn't  so  out- 
landish when  you  consider  that  Ameri- 
cans will  contribute  90%  of  the  antici- 
pated $2.4  billion  to  be  wagered  this 
year  on  the  Internet,  up  from  $1.4  bil- 
lion last  year. 

Is  an  Internet  gambling  operation 
legal?  Yes  and  no.  If  an  online  casino 
stiffs  you,  you  would  have  a  hard  time 
collecting;  gambling  debts  are  by  and 
large  unenforceable.  As  for  criminal 


prosecution,  U.S.  laws  on  Internet  ga 
bling  are  like  Holland's  laws  on  mi 
juana  use:  They  both  forbid  it,  but  i 
forcement  is  minimal.  Under  I 
Federal  Wire  Act  of  1961  it's  illegal 
bet  via  a  telephone  line  on  contests 
races  from  a  state  where  phone  bett 
is  prohibited,  no  matter  where  1 
wager  is  processed.  Phone  betting 
prohibited  in  about  a  dozen  states, 
you're  breaking  the  law  if  you  live 
one  of  those  states  and  place  a  bet  o 
an  Internet  connection  relying 
phone  lines.  (Who  knows  about  ca 
access?)  But  the  feds  have  mo\ 
against  only  one  perp — Jay  Cohen, 
owner  of  World  Sports  Exchange, 
Antigua-based  sportsbook  Web  site 
Senate  bill  to  ban  Internet  gambl: 
died  in  the  House  of  Representati 
because  it  was  deemed  unenforceal 
Only  three  states  deal  with  the  iss 
Illinois  has  an  out-and-out  prohibiti 
Louisiana  threatens  both  gamblers  a 
owners  with  fines  and  prison  senten< 
Nevada  requires  a  license  by  the  st 
gaming  commission. 

The  cofounders  of  VSMarket  de< 
exploit  this  ambiguity.  "We  took  gr 
precautions  to  make  sure  we  weren'i 
violation  of  any  laws,"  says  Jan-Did 
Troell,  the  company's  legal  coun; 
Adds  Leffler,  the  chief  information  o 
cer,  "We  don't  view  ourselves  as  a  ga 
bling  service,  but  as  a  financial  servi 
instrument." 

Balderdash.  "This  company  is  dec 
offering  a  form  of  Internet  gamin 
says  Bear  Stearns  analyst  Marc  Falco 
"You're  betting  on  the  performance 
something,  in  this  case  stocks."  Still, 
thinks  VSMarket  has  a  good  chance 
flying  below  the  feds'  enforcem< 
radar,  thanks,  in  part,  to  its  low  pro 
and  avoidance  of  the  pornographic  ; 
vertising  that  is  rife  on  gaming  sites.  T 
ditional  casino  operators,  like  MGM I 
rage  and  Harrah's,  will  probably  dr 
more  scrutiny  as  they  test  the  legal  v 
ters  with  their  Web  sites.  Until  they  i 
VSMarket.com  can  appeal  to  small-ti 
players  and  compulsive  gamblers  w 
might  hesitate  to  drive  to  a  legal  casi 
but  are  content  to  fritter  away  their  p; 
checks  with  a  mouse  click 
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I  can  become  a  member  of  the  FlightTime  FREEDOM  PLAN,  the  revolutionary  air  charter 
sxjram  that  offers  all  the  benefits  of  fractional  ownership,  without  all  the  costs.  No  acquisition 
lis,  empty  leg  charges,  or  5-year  contracts.  Just  planes,  when  and  where  you  want  them. 

ith  guaranteed  availability,  Wyvern*  audited  aircraft,  plus  free  transportation  to  and  from  your 
oice  of  airports,  FREEDOM  PLAN  is  the  ultimate  solution  to  your  business  travel  needs. 

-^^^  *Tne  "gold  standard"  in  aviation  safety  auditing 

H?  FlightTime 

Air  travel,  perfected. 


To  learn  more,  call  I  -888-CHARTER,  or  visit  us  at  www.FlightTime.com 


ENTREPRENEURS 


million  privately  and  $6  million  from 
BlueStar  Ventures  in  Chicago. 

With  that  $16  million  in  capital  he 
approached  long-distance  carriers  with 
a  persuasive  pitch.  You've  got  great  real 
estate  in  airport  pay  phones,  he  told 
them,  but  growth  in  wireless  is  killing 
that  business.  Indeed,  the  number  of 
pay  phones  in  the  U.S.  has  dwindled  to 
1.8  million  from  2.4  million  in  1998,  re- 
ports Summit  Research  Associates.  "We 
can't  just  vend  dial  tone  anymore,"  ad- 
mits James  Agliata,  AT&T's  director  of 
business  development  for  public  mar- 
kets. So  far,  the  terminals  haven't  re- 
placed phones,  but  AT&T  bought  and 
deployed  217  NetNearU  terminals, 
some  of  them  hybrids  combining  Inter- 
net and  pay  phone  access.  It  plans  to 


TROUBLE 
SHOOTER 

Larry  James  refocused  an 
ailing  Internet  kiosk  outfit. 
Can  he  make  it  profitable? 

BY  IAN  ZACK 

LARRY  M.  JAMES  ARRIVED  IN  BRYAN, 
Tex.  two  years  ago  to  take  over  a  fi- 
nancial mess  called  NetNearU.  The 
company  had  a  decent  idea,  but  it  was 
down  to  its  last  dollar.  Cofounders  Peter 
Catalena  and  Dennis  Goehring,  former 
pay  phone  entrepreneurs,  had  installed 
170  pay-per-use  Internet  terminals, 
mostly  in  airports  and  truck  stops,  for 
travelers  who  needed  to  get  online  but 
didn't  want  to  deal  with  tiny  handheld 
screens  and  painfully  slow  downloads. 

NetNearU  had  a  clear  business 
model.  It  was  going  to  sell  its  terminals 
to  telephone  companies  and  retailers, 
and  collect  15%  to  20%  of  user  fees  (25 
cents  a  minute,  with  a  minimum  of  $1) 
and  half  the  revenues  from  banner  ads, 
using  software  that  allowed  it  to  cus- 
tomize ads  for  time  and  place:  one  set 
of  pitches  for  the  6  a.m.  business  crowd 
at  Dallas-Ft.  Worth  airport,  say,  and  an 
entirely  different  mix  for  late-night 
teenage  revelers  at  Disney  World. 

Yet  it  was  spending  too  much  build- 
ing low- end  units  at  $2,600  apiece;  the 
founders'  $2  million  was  about  gone. 
"They  had  a  great  product,  but  it  was 
not  a  sophisticated  operation,"  says 

NEW  WIRELESS  DEVICES  COULD  RENDER  INTERNET  KIOSKS  OBSOLETE. 


fees  and  hardware  sales.  James  figui 
he  can  double  the  number  of  units  o 
there  to  almost  1,000  by  June — ai 
break  into  the  black  next  year  when 
plans  to  have  2,900  terminals.  But  th 
profit  hangs  on  the  assumption  th 
banner  ads  don't  dry  up  completely. 

Another  hitch:  the  threat  of  n< 
wireless  devices,  which  could  render  I 
ternet  kiosks  obsolete.  James  says  he 
ready  with  a  $600  antenna-equipp 
add-on  to  turn  every  NetNearU  kio 
into  a  wireless  access  point,  connecti 
the  hard-wired  terminals  via  a  rad 
signal  to  laptops  equipped  with  wirel< 
cards  up  to  500  feet  away.  Better  hur 
Austin-based  Wayport  already  h 
more  than  250  similar  hookups  in  h 
tels  and  4  in  airports,  although  it  h 


"They  had  a  great 
product,  but  it  was 
not  a  sophisticated 
operation":  James. 


James,  who  made  $20  million  when 
long-distance  provider  USLD  Commu- 
nications was  sold  to  LCI  International. 

First,  James,  53,  decided  to  get  out 
of  the  hardware  business,  outsourcing 
the  units  to  ATM-maker  NCR  for  $5,000 
to  $8,000  each.  He  hired  a  comptroller 
and  a  chief  financial  officer.  He  also  in- 
vested $1.5  million  of  his  own  for  a  9% 
stake  and  raised  $6.5  million  in  a  pri- 
vate offering,  mostly  from  friends  and 
peers.  He  has  since  raised  another  $2.6 


add  1,000  over  two  years.  Sprint  bought 
70  terminals  and  Verizon  18. 

A  fair  start,  with  a  customer  list  that 
also  includes  McDonald's  and  BP 
Amoco,  which  are  deploying  the  Inter- 
net terminals  in  part  to  hawk  their  own 
products  on-screen.  But  it's  not  enough 
to  make  NetNearU  profitable.  Last  year 
the  company  posted  a  pretax  loss  of 
$3.8  million  on  revenue  of  $2  million 
from  maintenance  fees,  coin-box  col- 
lections, software  licenses,  development 


only  30  paying  subscribers  at  the  end 
March.  Wayport  does  not  sell  ads,  ge 
erating  all  its  revenue  from  user  fe< 
NetNearU  also  plans  to  sell  wireh 
subscriptions,  enabling  travelers  to  p 
a  monthly  rate  for  unlimited  conne 
tions.  "Think  of  it  like  the  Cirrus  s) 
tern  for  ATMs,"  says  James.  "It  may 
AT&T's  or  someone  else's  name  on 
but  the  network  behind  it  will  be  our 
A  nice  idea.  But  $16  million  doesn't  b 
much  of  a  network  these  days. 
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^5  made  real. 


Faster.  Faster.  Science  is  working  full  tilt  to 
understand  the  human  genome.  DNA  Microarray 
technology  from  Agilent  speeds  up  the  learning 
process.  Enabling  scientists  to  search  for  the 
cause  of  disease  in  thousands  of  places  at 
once.  New  cures  can  be  found  quicker  And 
disease  wiped  out  faster.  Hold  on  tight,  we're 
just  getting  started. 


•  •  *  • 

*•* 

•  •  • 


Agilent  Technologies 

Innovating  the  HP  Way 


Agilent  Technologies  is  a  new  company 
composed  of  the  former  Hewlett-Packard 
test  and  measurement,  chemical  analysis, 
semiconductor  components  and  medical 
products  businesses,  www.agilent.com 
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HATEVER  BRAVE  FACE 
your  cell  phone  or  PC 
may  put  on  every 
morning,  don't  be 
fooled:  Between  the 
layers  of  silicon,  all  is 
not  well.  Stubborn  incompatibility,  op- 
pressive neediness  and  tragic  flaws 
plague  seemingly  peaceful  circuits,  trig- 
gering headaches  and  slowing  systems. 

Inside  these  machines  is  a  dysfunc- 
tional family  of  three  separate  kinds  of 
memory  chips — DRAM,  cache  and 
flash — thrown  together  out  of  weak- 
ness. None  alone  can  handle  all  the  re- 
quired duties.  Yet  using  them  in  various 
combinations  sucks  up  time,  space  and 
efficiency  and  consumes  billions  of  dol- 
lars in  infrastructure. 

When  your  computer  boots  up,  it 
spends  an  interminable  amount  of 
time  heaving  some  30  million  lines  of 
operating  code  from  the  hard  drive 
onto  its  main  memory,  DRAM  (dy- 
namic random  access  memory). 
That's  because  DRAM,  like  an  amne- 
siac, forgets  everything 
it  knows  each  time  the 
PC  is  shut  down. 

And  while  DRAM  is 
strong  enough  to  han- 
dle complex  software,  it 
ain't  so  swift:  When  the 
PC  needs  to  crunch 
numbers,  it  must  resort 
to  far  faster  memory — cache,  also 
called  SRAM  (static  random  access 
memory).  A  similar  snarl  afflicts  your 
cell  phone.  It  uses  flash  memory  to  re- 
tain numbers  when  the  phone  is  off, 
but  flash  is  too  fragile  and  slow  to  zap 
your  voice  to  the  nearest  cell  tower.  For 
that,  it  must  rely  on  cache — but  cache 
has  the  same  memory-loss  problems 
as  DRAM. 

Engineers  have  spent  two  decades 
searching  for  a  single  memory  that 


could  be  all  things  to  all  dig- 
ital machines.  The  journey 
has  drawn  global  heavy- 
weights, including  Motorola, 
IBM,  Honeywell,  Hewlett- 
Packard,  Intel,  Micron,  Sam- 
sung and  NEC.  Finally  they 
may  have  found  an  answer. 
Tests  now  under  way  at  Mo- 
torola and  elsewhere  suggest 
that  a  one-size-fits-all  mem- 
ory chip  is  emerging:  MRAM, 
for  magnetic  random  access 
memory. 

MRAM  combines  the  best 
attributes  of  other  memories 
on  a  single  chip — the  strength 
and  durability  of  DRAM,  the 
speed  of  cache  and  the  data 
recall  of  flash — and  leaves 
their  weaknesses  behind.  It  is 
2,500  times  faster  than  flash, 
yet  it  never  seems  to  break 
down.  It  can  be  patterned 
alongside  a  microprocessor, 
combining  in  one  unit  all  the 


Total  Reca 


memory  and  processing  power  a  PC, 
cell  phone  or  personal  organizer  needs. 

"This  totally  changes  memory  as  we 
see  it  today,  and  it  changes  the  perfor- 
mance of  electronic  systems,"  says 
Saied  Tehrani,  Motorola's  MRAM  chief. 
"It  is,  truly,  universal  memory." 

It  promises  computers  that  will 
spring  to  life  instantly,  like  a  TV  set,  and 
cell  phones  with  the  computing  power 
of  a  laptop.  The  most  intractable  of 
computing  hassles — the  crash — could 


one  day  be  rendered  harmless;  reb 
after  a  software  freeze  and  find  y 
work  just  as  you  left  it.  That  would  I 
major  convenience  for  individuals 
a  lifesaver  for  large  network  operat 
And  for  the  $50-billion-a-year  wo: 
wide  industry  in  memory  chips,  MR 
could  rearrange  competitive  real 
making  winners  of  the  firms  that  n 
ter  it  and  losers  of  those  that  don't. 

In  February  Motorola  offere 
peek  at  just  how  far  the  MRAM  qi 
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takes  three  kinds  of 
emory  to  drive  digital 
lachines.  A  new  approach 
ay  supplant  all  of  them. 

JONATHAN  FAHEY 


b  come,  when  its  engineers  showed 
I  a  256-kiJobit  MRAM  embedded  in  a 
mdard  microprocessor.  That  marked 
S:artling  500-fold  improvement  in  ca- 
bity  from  a  crude  prototype  Mo- 
lola  had  last  year.  IBM's  chip  engi- 
brs  at  a  plant  in  East  Fishkill,  N.Y.  aim 
pne-up  Motorola  later  this  year. 
|  By  next  year  Honeywell  will  de- 
jop  a  one-megabit  MRAM  chip  spe- 
illy  made  for  military  satellites, 
netime  in  2003  or  2004  Motorola 


Memories  That  Last  Forever 

MRAM  writes  data  by  shooting  current  past 
a  magnetic  sandwich,  switching  the  polarity 
of  the  top  layer.  It  reads  by  sensing  electron  flow, 


Wiring  above 


_  Switchable 
magnetic  layer 

Tunneling  barrier 


|g  »™^P  Fixed  magnetic  layer  j  J|  .^j 


Wiring  below 


Electrons  flow 
through  the  barrier 
when  polarities  match; 
a  "one"  is  read. 


Electron  flow  is 
slowed  when 
polarities  differ; 
a  "zero"  is  read. 


 MEMORY 

and  IBM  aim  to  begin  selling  their  first 
MRAM  chips.  Their  first  target:  flash 
memory,  now  a  $2.6  billion-a-year 
business  for  Intel  Corp.  And  in  five 
years,  Motorola  engineers  hope,  MRAM 
will  begin  attacking  the  biggest  mem- 
ory business  of  all — DRAMs,  with 
worldwide  sales  of  $32  billion  and  over 
60%  of  the  entire  market. 

Honeywell  began  the  MRAM  effort 
in  1984  at  the  urging  of  the  Depart- 
ment of  Defense,  which  needed  mem- 
ory for  satellites  and  long-range  mis- 
siles that  could  withstand  radiation  in 
space  without  the  addition  of  heavy 
shielding.  After  a  decade  of  ho-hum  re- 
sults, magnetic  memory  got  a  boost 
with  the  discovery  of  "giant  magne- 
toresistive  materials." 

The  thin  magnetic  films  can  be  ma- 
nipulated to  trigger  vastly  different  sig- 
nals depending  upon  which  direction 
they  face  (basically  "north  pole"  and 
"south  pole"),  allowing  them  to  be  read 
as  the  ones  or  zeros  of  basic  computer 
code.  By  1995  the  Defense  Department's 
Advanced  Research  Projects  Agency 
seeded  a  reported  $50  million  among 
IBM,  Motorola  and  Honeywell  to  step  up 
efforts,  and  results  came  quickly. 

Every  memory  chip  relies  on  a  sin- 
gle building  block  to  store  data.  In 
DRAM  it  is  a  microscopic  capacitor; 

millions  of  them  are  on  each 
chip,  and  each  capacitor 
holds  a  single  "bit"  (a  one  or 
a  zero).  Cache's  building 
block:  six  transistors  that  to- 
gether hold  a  single  bit.  It  is 
why  cache  offers  faster  access 
but  lower  storage  density. 
Flash  uses  a  tiny  isolated  bar 
of  polysilicon  called  a 
dummy  gate. 

And  MRAM?  It  relies  on 
thousands  of  individual  mi- 
croscopic sandwiches  of  two 
magnetic  films  separated  by 
a  nonmagnetic  barrier.  Each 
holds  a  single  bit.  The  films 
and  the  barrier  together 
measure  just  100  angstroms 
thick;  put  100,000  sand- 
wiches together  and  you'd 
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organizing   the  phone. 


PDWBTBd  J  "Third  party  GSM  wireless  phone  service  required.  Service  availability, 
 J.                                   plans  and  fees  vary  by  geographic  region.  See  www.handspring.com  for  details. 


Say  hello  to  the  future  of  communication. 
Because  now  your  Handspring  organizer  is  also 
your  phone. 

Just  pop  in  the  optional  module  and  you 
can  dial  straight  from  your  address  book  by  merely 
tapping  its  screen!  No  more  juggling  of  instruments 
or  fumbling  around  searching  for  numbers.  Instead 
of  scrolling  through  a  digital  maze  looking  for 
features,  the  features  are  on  the  Visor's  screen 
looking  at  you. 

Previously  unheard  of,  it's  hard  to  underesti- 
mate the  value  of  such  an  alignment.  Suddenly 
conference  calling  is  a  no-brainer.  Same  with 
caller  ID,  the  internet  and  e-mail,  if  you  so  desire. 
Every  function  you  could  ever  imagine  plus  a 
whole  bunch  that  you  couldn't.  It's  all  there,  and 
it's  totally  integrated. 

Call  it  a  match  made  in  high-tech  heaven. 
The  Visorphone™  It's  definitely  for  you. 
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Dial  right  from 
your  address  book. 

Tap  on  any  phone  number 
in  your  address  book, 
hit  dial  and  voila  you're 
connected. 
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3-way  calls-way, 
way  easier. 

Just  a  couple  of  taps  and 
you're  having  a  conference 
call.  You  can  even  add  in 
someone  on  call  waiting. 
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Multitask  like  there's 
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take  notes-all  while  you're 
yakkin '  on  the  phone. 
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match  the  thickness  of  a  single  strand 
of  hair.  All  of  them  are  connected  to 
the  underlying  microprocessor. 

The  microprocessor  reads  a  one  or 
zero  by  detecting  the  flow  of  electrons 
between  the  magnetic  layers  of  each 
sandwich.  When  the  two  layers'  polar- 
ity faces  the  same  direction — north 
pole,  say — electrons  flow  readily 
through  the  barrier,  and  the  chip  reads 
a  one.  When  the  top  film  is  north  but 
the  bottom  one  is  south,  just  a  few  elec- 
trons trickle  through,  and  the  chip 
reads  a  zero  (see  diagram,  page  125).  To 
change  the  bit  from  a  one  to  a  zero — to 
write  or  store  new  data — the  micro- 
processor sends  electrical  currents 
through  the  chip  to  change  the  polarity 
of  the  top  layer. 

In  tests  MRAM  looks  mighty.  At  Mo- 
torola Labs,  electrical  engineer  Mark 
DeHerrera  casually  pushes  a  square 
white  button,  sending  1  million  electri- 
cal pulses  to  an  MRAM  sandwich  in  less 
than  a  second.  Each  pulse  switches  the 
polarity,  writing  a  one  or  a  zero. 

Had  DeHerrera  wanted  to  write  1 
million  times  to  flash,  he  would  have 
needed  15  minutes,  and  the  flash  would 
be  trashed.  It  takes  up  to  1  millisecond 
to  write  a  single  one  or  a  zero  to  flash, 
and  the  parts  corrode  with  each  stroke. 
On  MRAM,  data  can  be  written  in  35 
nanoseconds — over  2,500  times  faster 
than  flash — and  there  is  no  evidence 
yet  that  MRAM  breaks  down.  Ever. 

If  flash  falls  to  magnetic  memory, 
cache  will  fall  right  with  it  because 
MRAM  could  replace  both  kinds  of 
memory  in  cell  phones.  Intel,  the  top 
fiashmaker,  admits  flash  is  vulnerable.  It 
is  keeping  an  eye  on  MRAM  but  is  bet- 
ting on  a  different  design  (see  box). 

Likewise,  if  DRAM  ever  loses  out  to 
magnetic  memory,  cache  chips  will  de- 
cline alongside  it.  But  MRAM  will  have 
more  trouble  elbowing  into  that  DRAM 
market.  Current  DRAM  capacitors  are 
0.18  microns  wide;  the  sandwich  in 
Motorola's  best  MRAM  is  three  times  as 
large.  Engineers  believe  MRAM  eventu- 
ally will  be  able  to  get  much  denser 
than  DRAM,  but  it  has  a  long  way  to  go. 
Motorola's  MRAMs  can  hold  only 
256,000  bits;  the  newest  DRAMs  will 


hold  256  million  bits  per  chip.  Even 
more  daunting  will  be  competing  on 
cost:  DRAMs  are  a  dime  per  megabit  of 
memory;  MRAM  may  never  be  as  cheap. 

The  DRAM  pros  are  skeptical. 
"When  people  are  trying  to  sell  a  whole 
PC  for  $500,  there's  not  much  room  for 
added  cost,"  cautions  Jeffrey  Mailloux, 
marketing  director  at  Micron,  the 
world's  second-largest  DRAM  maker. 
"DRAM  is  already  much  denser  and 
cheaper,  and  it's  only  getting  more  so. 
Flash  is  about  to  get  twice  as  fast  as  it  is 
now.  Until  we  see  a  way  these  gaps  can 
be  closed,  we're  not  as  excited  as  others 
seem  to  be,"  says  Mailloux.  Micron  is 
pursuing  MRAM  anyway. 

Magnetic  memory  must  unravel 
technical  tangles  of  its  own  before  it  can 
start  sliding  off  the  assembly  line.  Engi- 
neers have  to  find  a  way  to  consistently 
lay  the  ultrathin  films  evenly  onto  mi- 
croprocessors that  are  bumpy  with  un- 
derlying electronics.  Heat  generated  in 
the  production  process  could  corrupt 


the  thin  films  in  MRAM.  And  each  in 
vidual  sandwich  must  retain  identi 
polarity  strengths.  If  they  differ,  t 
processor  may  get  confused  about  wl 
is  a  one  and  what  is  a  zero. 

Motorola's  MRAM  czar,  Tehrani,  i 
knowledges  the  obstacles.  "By  the  ti] 
we  get  out  there,  DRAM  technology  n 
have  passed  us,"  he  admits.  "But  LI 
still  viable  because  you're  not  just 
placing  DRAM  or  flash.  You  have  the  \ 
tential  to  replace  everything." 

Motorola  has  installed  an  entire 
of  manufacturing  tools  in  its  Chand 
Ariz,  chip  factory.  The  idea  is  to  w( 
out  the  kinks  of  development  and  m; 
ufacturing  at  once  so  production  c 
start  as  soon  as  the  technology  is  p 
fected.  It  is  the  biggest,  earliest-st« 
project  ever  to  be  folded  into  an  oper 
ing  line  at  Motorola.  "We're  confidi 
this  can  work,  and  we're  in  gr 
shape,"  says  Tehrani.  "Based  on  wl 
we  know — and  we  know  a  lot — it  is 
possible." 


A  Different  Memory  Lane 

Intel  Corp.  raked  in  $2.6  billion  selling  flash  memory  last  year,  making  it 
world's  biggest  fiashmaker— and  the  ideal  target  for  an  early  MRAM  assa 
Intel  readily  acknowledges  flash's  vulnerability,  but  instead  of  joining 
crowded  race  for  MRAM,  Intel  is  betting  on  something  else  altogether:  ovonic  i 
fied  memory,  or  ovonics. 

Like  MRAM,  ovonics,  named  after  American  inventor  Stanford  Ovshinsky,  is  a 
it-all  memory  that  is  durable,  dense  and  doesn't  need  electricity  to  retain  data,  i 
it  can  be  integrated  on  a  chip.  But  instead  of  using  magnetic  bits  to  store  d< 
ovonics  uses  bits  of  thin-film  chalcogenide  alloy  (similar  to  the  material  used  in  ( 
and  DVDs).  The  physical  states  of  the  bits  can  be  changed  to  represent  ones  < 
zeros  by  zapping  electrical  current  through  the  chip.  When  heavy  current  is  sent, 
bits  are  melted  into  an  amorphous  state,  where  atoms  are  disordered.  With  li 
current,  the  bits  are  transformed  to  a  crystalline  state  and  atoms  are  neatly  arrang 
Stefan  Lai,  who  heads  Intel's  technology  and  manufacturing  group,  has  stud 
new-generation  memories  for  more  than  20  years.  "We  still  don't  know  wh( 
going  to  win,"  he  says.  "We  are  looking  at  MRAM  so  we  won't  be  blindsided.  I 
we're  banking  on  ovonics."  Intel  is  teaming  with  Ovonyx,  Inc.,  founded  in  1999 
Tyler  Lowrey,  formerly  of  Micron.  Lai  says  ovonic  memory  can  be  read  more  ea 
and  faster  than  MRAM  because  the  difference  between  its  amorphous  and  cr 
talline  states  is  much  greater— and  therefore  easier  to  detect— than  the  differem 
in  MRAM  material.  He  also  says  ovonics  will  be  easier  to  integrate  on  a  chip. 

Ovonics,  like  MRAM,  has  high  manufacturing  hurdles  to  clear  before  it  c 
compete  with  flash  and  DRAM.  But  when  one  of  them  does,  watch  out.  Says  I 
"Either  ovonics  or  MRAM  can  become  a  many-billion-dollar  business  in  a  v 
short  time."  — « 
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Warehouse  of  Pain 

SubmitOrder  built  lavish  high-tech  warehouses  for  Web  retailers.  Can  it  ever  fill  them? 


BY  SILVIA  SANSONI 

SUBMITORDER  CHIEF  EXECUTIVE 
Dennis  Spina  has  built  a  monu- 
ment to  the  dream  of  e-com- 
merce.  In  the  past  year  the  Dublin, 
Ohio-based  distributor  has  spent  $85 
million  cramming  two  leased  ware- 
houses, more  than  a  million  square  feet 
in  all,  with  the  latest  in  pick-pack-and- 
ship  technology,  all  of  it  Web-ready. 

The  site  in  Dublin  can  move  125,000 
boxes  per  day  at  peak  capacity;  so  can  a 
second  one  in  Memphis.  They  are  linked 
by  a  $65  million  network  run  by  a  $1 
million  Sun  server  powerful  enough  to 
track  a  battleship  fleet.  But  in  Dublin 
one  recent  day,  only  a  trickle  of  perfume 
botdes  and  toy  magic  kits  rolled  down 
three  roller-coaster  miles  of  shiny  con- 
veyor belts.  Submit  ships  a  total  of  only 
8,000  boxes  a  day  from  its  two  ware- 
houses— 3%  of  full  capacity. 

Empty  warehouses  dot  the  land- 
scape in  the  e-tail  collapse.  Webvan  shut 
one  site  in  Dallas.  Toysrus.com  is  con- 
sidering the  sale  of  two.  Etoys,  which 
just  went  out  of  business,  has  shut 
down  two.  In  March  Amazon.com 
closed  its  Adanta  facility  and  cut  1,300 
jobs;  in  a  year  it  had  moved  $3  billion 
of  goods  through  a  system  built  to  han- 
dle up  to  $10  billion. 

So  maybe  building  warehouses  now 
isn't  so  swift  an  idea.  SubmitOrder,  pri- 
vately held,  runs  losses  on  about  $20  mil- 
lion in  annual  revenue  (for  shipping  $100 
million  in  goods).  It  only  has  enough 
venture  money  to  last  a  year  or  so. 

But  Submit  has  shrewdly  shunned 
dot-coms  in  favor  of  big,  profitable 
old-line  Estee  Lauder,  Kmart,  Ford 
(for  accessories)  and  American  Eagle 
Outfitters.  The  worry  is  that  such 
clients,  driven  by  fear  to  rush  online, 
may  scale  back  now  that  the  dot-coms 
are  dead.  One  SubmitOrder  customer, 
Dick's  Sporting  Goods,  a  107-store 
chain,  just  gave  up  on  the  Web  after 
only  a  few  of  its  canoes  and  volleyball 
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nets  ever  left  Submit's  warehouse. 

"E-eommerce  is  here  to  stay,"  Spina 
says.  "The  frenzy  isn't  there  anymore, 
but  the  smart  retailers  are  going  to  keep 
pushing.  They  recognize  the  Web  is  a 
cheap  way  to  access  a  global  market.  It's 
just  another  store  for  them." 

The  gloom  will  end,  he  insists,  but 
only  after  the  $1.1  billion  e-fulfillment 
industry  shakes  out  some  more.  Some 
86  players  still  compete.  Power  will 
consolidate  in  the  hands  of  a  few  giants 
like  UPS,  National  Catalog  and  maybe 
even  Amazon.  Cataloger  Damark  shut 
down  its  ClickShip  Direct  unit.  Finger- 
hut  is  exiting,  too.  Spina  hopes  to  be 
among  the  survivors. 

When  he  joined  Submit  in  March 


2000 — just  as  the  Internet  bubble  bej 
to  burst — he  took  over  a  manual  opt 
tion  hastily  forged  to  catch  the  Web. r. 
catalogers  seemed  ready  but  they  floi 
dered.  Their  mainframes  sputterec 
orders  poured  in,  leading  to  delays  ; 
lost  merchandise. 

Submit's  plan  was  Web-cenl 
from  the  get-go.  A  $200-million-p 
pile  of  venture  capital  had  come  fr 
General  Electric  and  from  famed 
vestors,  including  Roger  McName< 
Silverlake  Partners  in  Menlo  Park,  C; 
and  ex-Netscaper  James  Barksd. 
They  assembled  an  ace  team.  Spina, 
a  17-year  FedEx  veteran,  had  also  i 
an  Internet  service  provider;  bo 
member  Jimmy  Wright  helped  bi 
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 TECHNOLOGY 

ie  distribution  network  at  Wal-Mart 
id  Amazon;  another  director,  Norm 
[atthews,  had  run  Federated  Depart- 
jent  Stores. 

The  operation  can  handle  some  se- 
bus  curves.  As  soon  as  a  shopper  at  a 
lbmit  client  clicks  the  "buy"  button, 
l  order  is  instantly  zapped  to  Dublin 

■  Memphis  over  a  high-speed  line  for 
lmediate  processing.  A  typical  cata- 
ger  would  sit  on  orders  for  hours  and 
ocess  them  as  a  batch  at  the  end  of 
e  day.  Submit  can  sort,  box  and  dis- 
jtch  in  just  4  hours;  a  cataloger  needs 

li|  hours. 

Submit  speeds  things  up  by  assign- 
g  one  worker  to  every  aisle  so  it's  un- 
;cessary  to  scurry  around  the  ware- 
mse  to  fill  an  order.  Sorting  machines 
ioup  items  into  individual  shipments, 
f  you  order  something  from  Amazon 

110  in  the  morning,  it'll  be  shipped 
the  earliest  by  10  the  next  morning, 
we  get  it  at  10,  it  gets  out  the  same 
y,"  says  Spina.  Data  flow  continu- 
|  isly  between  warehouse  and  Web  site 
•  out-of-stock  products  aren't  put  up 
i r  sale. 

v  Submit  charges  more  to  process  each 
>  der  than  the  sellers  might  spend 

I  emselves:  about  18%  of  the  sale  versus 

) 

»l%  for  Amazon.  But  customers  avoid 
j  ige  expenses  upfront.  "If  we  had  to 
ild  warehouses  and  pay  staff  to  run 
fem,  we'd  never  have  started  this  busi- 
"fss,"  says  Jerry  K.  Goode,  president  of 
ailer  Museum  Company's  online  ex- 
cision, another  Submit  customer. 
I  E-commerce  still  has  legs.  Submit 
stomer  American  Eagle  expects  its 

■  line  business  to  turn  a  profit  this 
ir.  Also,  traditional  firms  are  buying 
b  businesses.  One  prospect  is  John- 
l  &  Johnson,  which  recently  bought 
bys'  baby  products  division.  "They 
jve  the  cash  to  stick  with  it  until 
ings  change,"  Spina  says. 
J  He  also  hopes  to  hook  up  with  GE 

elp  it  ship  parts  for  jet  engines  and 
ijbdical  equipment.  Spina  may  also 
jler  a  service  that  ignores  the  Web  en- 
ply:  shipping  for  retailers  eager  to 
rt  their  own  catalogs — on  paper,  by 
ect  mail.  SubmitOrder  has  to  keep 
se  conveyor  belts  moving.  F 
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"Miller,  before  you  leave  for  the  day, 
would  you  mind  getting  our  60,000  employees 
worldwide  up-to-speed  on  whatever's  going 
on  around  here... thank  you." 

 Illustration  by  Frank  Cotham  ©  2001  DigitalTh.nk,  Inc  All  rights  reserved  
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Lighten  Up 


IF  YOU  DON'T  MIND  POWER-LIFTING  MORE  THAN  SIX 
pounds,  you  can  find  a  perfectly  fine  notebook  com- 
puter for  less  than  $1,500.  If  you  want  a  slim,  light  ma- 
chine, you'll  pay  a  premium  and  find  things  left  out. 
The  latest  crop  again  reveals  the  art  of  compromise. 
At  $2,600  and  up,  Apple's  PowerBook  G4  comes 
wrapped  in  a  sleek  titanium  case  with  a  white  logo  that 
glows  whenever  the  screen  is  lit.  The  unit  is  about  1-inch 
slim,  but  at  about  5.3  pounds  (plus  the  inevitable  12  ounces 
more  for  the  power  adapter),  not  particularly  light.  That's 
because  it  includes  a  very  generous  complement  of  ports 
and  virtually  everything  you  might  want  built  into  a  note- 
book, except  a  drive  that  can  record  on  removable  disks. 

It  also  has  a  15-inch  screen  with  an  unusually  wide  as- 
pect ratio  that  makes  it  a  nifty  option  for  watching  movies 
on  the  built-in  DVD-ROM  drive.  But  make  those  movies 
short  or  carry  spare  juice:  Despite  Apple's  claim  of  "five 
hours  of  power,"  the  battery  lasted  for  two  hours  and  three 
minutes  of  2001:  A  Space  Odyssey.  And  try  not  to  do  much 
else  while  the  DVD  plays,  including  adjusting  the  controls; 
the  picture  will  freeze  at  the  slightest  provocation. 

The  unit  survived  an  accidental  drop,  but  the 
case  could  be  stiffer.  If  you  sim 
ply  grab  the  unit  be- 
neath the  DVD  drive 
while  it's  playing,  it 
can  flex  enough  to 
physically  stop  the  disc 
in  its  tracks.  But  in  the 
closed  world  of  the  Mac 
you  can't  buy  a  lighter, 
more  capable  laptop — 
even  though  this  one  is 
hardly  a  sylph. 

In  Windowsland  there  are  plenty  of  svelte  options. 
Sony's  new  R505  models  weigh  just  3.75  pounds  (not 
counting  the  power  adapter)  and  start  at  about  $2,500.  That 
configuration  includes  a  12.1 -inch  screen,  about  70%  as  big 
as  the  PowerBook's  but  capable  of  displaying  nearly  90%  as 
much  information  at  once.  It  doesn't  have  quite  as  many 
ports,  and  no  built-in  provision  for  removable  media,  apart 
from  Sony's  Memory  Stick.  A  removable  dock  with  a  DVD 
drive  and  more  ports  costs  $350;  a  $550  version  includes  a 
combo  drive  that  can  play  DVDs  and  record  CDs.  But  the 
dock  weighs  2.5  pounds,  and  the  computer's  battery  lasted 


A  featherweight 
notebook  with  a 
bright  screen  and 
endless  battery 
life?  Keep  looking. 


New  "light"  notebooks  trom  Sony,  Toshiba  and  Apple 


barely  an  hour  and  20  m 
utes  when  playing  a  DVD. 
much  for  movies  on  the  ro 
Lighter  solutions  cram 
same  number  of  pixels  ont 
smaller  screen  and  a  smal 
package  that  give  you  a  bel 
chance  of  working  comfc 
ably  in  a  cramped  coach  s< 
One  example:  Toshiba's  3 
pound  Portege  3490( 
about  $2,500  with  Windc 
2000.  But  the  supplied  n 
work  interface  resides  on  a 
bled  port  extender  tl 
weighs  nearly  12  ounces;  f 
tunately,  you  can  slip  a  n 
work  card  into  one  of  the  t 
PC  Card  slots.  An  optio 
$460  battery  unit  can 
below  the  machine  and  a 
hours  of  power,  but  it  ac 
2.3  pounds.  Movie  fans, 
warned:  Though  the  < 
tional  $400  Multime 
Port  Replicator  can 
cept  a  $380  DVD  drive, 
pricey  equipment  ca 
play  movies  without  m 
ing  them  stutter  and  stagj 
Still,  the  Windows  wo 
offers  plenty  of  other  optic 
from  hefty  units  with  screen: 


big  as  the  PowerBook's  but  w 
higher  resolution  and  more  built-in  drives,  down  to  Sor 
purse-size  2.2-pound  PictureBook.  If  you  dislike  a  partici 
keyboard  layout,  you  can  find  any  number  of  alternative; 
you  have  an  aversion  to  touchpads,  you  can  find  a  keybo; 
with  a  pointing  stick.  And  you  can  always  pay  a  few  bu 
extra  to  avoid  machines  with  smeary  dual-scan  screens,  ] 
than  1 28  megabytes  of  RAM,  or  Windows  Me. 

What  you  can't  find  on  any  platform  for  any  pric< 
what  you  really  want:  a  featherweight  unit  with  a  brij 
screen  and  endless  hours  of  battery  life.  Electronics,  a 
keeps  improving  a  lot  faster  than  chemistry. 


Stephen  Manes  (iteve@aanky.com )  is  the  cohost  of  Digital  Duo,  a  weekly  public  telei'ision  series.  Find  past  columns  at 
vvww.forbes.com/manes  or  use  your  -.CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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By  Bema'd  Scboenbaum.©200l  DigrtalTfvnk.  Inc.  Ail  right*  reserved  ' 


"Barclay!  The  competition's  productivity 
went  up  30%  last  year  apparently  due  to  'e-learning.' 
Whatever  that  is,  I  want  two  of  them!" 


People  are  beginning  to  talk.  And  it's 
hard  to  argue  with  the  solid  business 
results  DigitalThink  is  bringing  to 
companies  around  the  globe. 

It's  results  like  the  75%  reduction 
in  costs  Sun  Microsystems  achieved 
while  training  25%  more  employees. 

It's  the  improved  customer  service, 
loyalty  and  retention  Circuit  City 
realizes  by  using  DigitalThink  to 
update  its  thousands 


DigitalThink 


SMART    COMPANIES    GET  IT 


of  sales  associates  on 
new  products. 

And  it's  the  incredible 
reach  Charles  Schwab  is  achieving 
with  its  Learning  Center-with  over 
100,000  existing  and  prospective 
customers  and  counting. 
The  list  goes  on. 


That's  because  our  unique  approach 
to  e-learning  delivers  so  much  more 
than  a  cost-effective  training  solution. 
We  help  companies  achieve  measura- 
ble business  outcomes  that  fuel 
greater  revenue. 

The  fact  is,  in  today's  business 
environment,  DigitalThink's  approach 
is  the  best  way-perhaps  the  only 
way-to  rapidly  mobilize  your  company 
to  achieve  your  strategic  goals. 

To  review  our  case  studies  and  see 
for  yourself  why  we're  measurably 
better,  visit  us  at  www.digitalthink.com. 

Because  people  aren't  just  talking- 
they're  getting  results. 


MO 
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Act  of  Contritior 


If  you  have  a  dirty  secret  about  an  offshore  trust,  it  may 
not  be  too  late  to  fess  up  and  avoid  prison.  But  hurry. 


BY  BRIGID  MCMENAMIN 

NEW  YORK  ACCOUNTANT  DANIEL 
Ertel  recently  got  a  telephone 
call  from  a  man  living  in  fear  of 
the  Internal  Rev- 
enue Service. 

The  poor  guy  had  as- 
signed $300,000  in  income 
to  a  trust,  believing  that 
relieved  him  of  paying 
taxes.  He  learned  other- 
wise only  when  the  IRS  au- 
dited a  pal  who  had  done 
the  same  thing.  Ertel 
calmed  him  down,  pre- 
pared amended  returns 
and  persuaded  the  IRS  to 
accept  the  back  taxes  in  in- 
stallments. "Now  he's 
broke,"  says  Ertel,  "but  he 
can  sleep  at  night." 

Ertel's  client  is  like 
thousands  of  other  Amer- 
icans who  have  been 
stashing  loot  in  secret 
trusts,  often  offshore,  be- 
lieving they  could  avoid  taxes  that  way. 
But  the  IRS,  which  says  it's  losing  $70 
billion  annually  to  such  dodges,  is  hunt- 
ing them  down. 

As  promised  in  a  FORBES  article 
three  years  ago  ("Your  Trust  Has  a 
Hole,"  June  15,  1998),  the  IRS  criminal 
division  has  investigated  135  schemes, 
prosecuting  105  people  (including  some 
customers)  and  locking  up  more  than 
80%  of  them.  One  promoter  got  1 1 
years  and  three  months. 

The  crackdown  has  those  with  shady 


trusts  and  other  clandestine  offshore 
arrangements  in  a  tizzy,  especially  after 
the  taxmen  raided  two  big  promoters  in 
February.  Charged  with  tax  evasion  and 


money  laundering  were  Keith  Ander- 
son, 60,  of  Costa  Rica-based  Anderson's 
Ark,  and  five  underlings.  The  other  pro- 
moter, prominent  trust  advocate  Jerome 
Schneider,  was  not  charged,  but  the  feds 
hauled  away  both  men's  files,  presum- 
ably exposing  all  their  customers. 

Americans  who  have  set  up  undis- 
closed trusts  are  ringing  defense  lawyers, 
begging  for  advice.  Birmingham,  Ala. 
lawyer  Richard  Duke  says  he's  getting 
ten  frantic  calls  a  month.  Anderson's 
Ark  has  produced  two  jittery  new  clients 


for  Robert  McKenzie  of  Chicago.  Tl 
have  reason  to  be  afraid:  Even  if  the 
doesn't  prosecute  all  shady  trusts,  it  \ 
demand  back  taxes  with  interest,  p 
some  civil  penalties 
many  cases.  The  wc 
penalty,  for  fraud,  is  75°A 
the  amount  you  sho 
changed  the  tax  collec 
with  your  trust,  plus  inl 
est  on  the  underpaym 
from  the  date  your  reti 
was  due.  If  targets  die  fi 
an  ugly  surprise  will  av 
heirs.  "It'll  be  a  mess,"  p 
diets  Los  Angeles  law 
William  Norman. 

The  good  news  is  t 
there  are  ways  to  get  ri 
with  the  IRS  and  av< 
prosecution  and  ev 
— "  _ -r-  sometimes,  the  most  on 
ous  civil  penalties.  H 
best  to  go  about  it  depei 
on  your  circumstanc 
These  are  the  options: 
I.  File  the  back  returns  and  pay  up. 
If  you  haven't  been  filing  tax  return: 
all,  the  cleanest  solution  is  to  calcul 
what  you  owe,  fill  out  a  Form  1040 
each  year  missed,  a  Form  3520  for  ye 
you  set  up  or  added  to  a  trust  an 
Form  3520A  for  each  year  of  trust, 
come.  Post  with  full  payment. 

The  IRS  has  a  policy  against  pro 
cuting  folks  who  make  what's  calle 
"voluntary  disclosure."  To  qualify 
this  protection,  you  must  meet  th 
criteria:  First,  your  income  must  co 
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»m  legal  sources — no  drugs  or  child 
rn.  Second,  your  disclosure  must  be 
mplete  and  accurate.  Third,  you 
ast  act  before  you  have  reason  to  be- 
ve  the  IRS  is  investigating  you.  It's 
d  late  if,  for  instance,  the  IRS  has 
ded  your  promoter, 
mend  your  returns. 

iat  if  you  have  filed  but  omitted  cer- 
n  income,  say,  from  a  foreign  trust? 
>uming,  again,  you  have  no  reason  to 
ieve  the  IRS  is  on  to  you,  you  can  still 
ve  the  problem.  File  form  1040X  to 
lend  your  old  returns  for  each  year 
1  were  forgetful.  Ideally,  you'd  include 
\  honest  explanation,  other  than  tax 
ision — that  you  were,  for  example, 
en  bad  legal  advice. 
Duke  says  in  the  past  two  years  he's 


filed  amended  returns  for  five  clients  who 
confessed  to  offshore  trusts  or  compa- 
nies, without  giving  rise  to  criminal  pros- 
ecutions. One  was  a  rancher  who  had  no 
idea  he  was  supposed  to  report  his  trust 
or  income  from  an  offshore  company 
until  he  heard  Duke  speak  in  1999.  Not  a 
peep  out  of  the  IRS  since  then,  which  may 
mean  he's  in  the  clear. 

Or  maybe  not.  There  are  no  guaran- 
tees. An  amended  return  could  be  used 
against  you  in  a  criminal  case. 
3.  Make  an  anonymous  offer. 
Some  tax  dodgers  have  their  attorney  ap- 
proach the  agency  or  the  Justice  Depart- 
ment, describing  their  plight  in  detail  and 
seeking  assurances  that  authorities  would 
be  disinclined  to  prosecute  under  those 
circumstances.  That's  called  a  "proffer." 


Only  after  receiving  such  assurances 
does  the  lawyer  divulge  the  taxpayer's 
name,  often  in  a  letter  spelling  out  the 
details.  Home  free?  Not  exactly. 

If  you  play  games  in  any  dealings 
with  the  IRS,  you're  toast.  Ask  James  L. 
Tenzer,  a  New  York  lawyer  and  accoun- 
tant who  owned  up  in  1991,  hundreds 
of  thousands  of  dollars  in  debt  to  the  IRS 
after  failing  to  file  for  years.  He  seemed 
contrite,  so  the  IRS  tried  to  work  out  an 
amount  he  could  afford. 

Trouble  was,  Tenzer  jerked  the  agency 
around,  offering  far  less  than  he  could 
afford  to  pay.  And  he  failed  to  file  his  next 
tax  return  on  time.  So  the  IRS  retracted 
the  deal,  eventually  demanding  $1.3  mil- 
lion. An  appeals  court  backed  up  the  tax- 
men.  Lesson?  Come  to  terms  on  pay- 
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ment  before  divulging  your  identity. 

Occasionally,  a  taxpayer  who's  made 
a  sincere  effort  to  settle  up  gets  prose- 
cuted anyway.  That's  what  happened  to 
John  Crystal  of  Laguna  Niguel,  Calif.  The 
chief  of  the  San  Diego  IRS  office,  who 
had  no  idea  the  L.A.  office  was  about  to 
subpoena  Crystal's  records,  agreed  not 
to  prosecute.  Tough  luck,  said  the  fed- 
eral judge  who  sentenced  Crystal  to  six 
months'  home  detention  last  May. 

Usually  the  IRS  is  happy  to  be  done 
with  you,  especially  if  there's  little  chance 
of  putting  you  in  jail  because  your  crim- 
inal intent  can't  be  proved.  So  usually  an 
anonymous  proffer  works  out  fine. 

That's  the  way  to  go  if,  for  instance, 
you  discover  unreported  trusts  in  your 
dad's  estate.  You  may  even  be  able  to 
avoid  civil  penalties.  In  any  case  you  don't 
have  to  worry  about  winding  up  in  jail 
as  long  as  you  come  clean  right  away  on 
Dad's  last  1040  and  estate  tax  Form  706. 

Duke  recently  advised  a  middle-aged 
man  who  had  no  idea  that  his  father  was 
sitting  on  a  $1  million  offshore  trust 
until  the  father  died  in  1999.  He  is  bro- 
kering a  deal  with  the  IRS  to  excuse 
penalties  provided  the  son  pays 
$100,000  in  back  taxes  and  interest. 
4.  Just  pay  the  tax. 

Already  on  the  IRS'  radar?  Perhaps  you're 
a  client  of  a  promoter  who  has  been 
raided.  You  can  still  make  yourself  a  less 
desirable  target  by  paying  up. 

Send  a  check  to  the  IRS  along  with  a 


short  letter  saying  simply  it's  come  to 
your  attention  that  you  owe  for  certain 
years  and  here  it  is.  You'll  reduce  your 
chances  of  being  prosecuted  and,  if  you 
are,  will  get  off  easier. 
5.  Cut  a  bargain. 

If  you  can't  pay  in  full,  you  can  make  an 
"offer  in  compromise."  If  the  IRS  ac- 
cepts, you  would  pay  less  than  the  full 
amount  due  and/or  pay  in  installments. 
It  is  likely  to  accept  a  deal  if  trying  to 
collect  the  last  dollar  would  send  you  to 
bankruptcy  court. 

Deals  are  a  way  to  avert  criminal 
penalties,  too.  John  Mathewson,  73,  for- 
mer president  of  Guardian  Bank  & 
Trust  in  the  Cayman  Islands,  for  years 
helped  Americans  hide  income  from  the 
IRS.  Although  he  got  six  months'  deten- 
tion at  home,  Mathewson  never  served 
a  day  in  jail.  He  was  a  good  sport — he 
turned  over  his  records  on  1,500  cus- 
tomers the  first  time  the  FBI  stopped  by 
to  chat  about  the  possibility  that  some 
clients  might  be  cable-TV  pirates. 

It  seems  that  billions  of  dollars  a  year 
are  leaking  out  of  the  system  into  off- 
shore accounts,  but  the  IRS,  understaffed 
as  it  is,  is  doing  what  it  can  to  fight  back. 
Last  year  it  demanded  $500  million  in 
back  taxes  from  people  with  tax-dodg- 
ing trusts.  "It's  just  a  matter  of  time  and 
manpower,"  says  Beverly  Hills  tax  lawyer 
Steven  Toscher.  He  predicts  "floods  of 
notices  of  deficiency."  Hope  for  the  best, 
but  prepare  for  the  worst.  F 


The  Big  Lie 

Overall  the  chances  of  getting 
caught  cheating  on  your  taxes 
are  so  low  they're  laughable  ("Are 
You  a  Chump?"  Mar.  5).  But  they're 
much  higher  for  folks  who  have  hidden 
money  in  "abusive"  trusts.  The  IRS  has 
made  catching  them  a  national  priority, 
determined  to  disprove  the  big  lie  that 
trust  promoters  have  been  telling  for 
years:  "The  IRS  will  never  know." 

The  Service  assigned  more  than 
300  of  its  2,700  special  agents  to  re- 
cent raids.  Promoters  often  are  the  tar- 
get, but  the  IRS  can  then  simply  pick  off 
their  clients  one  by  one,  as  in  the  case 


of  Caymans  banker  John  Mathewson. 
Already  25  of  his  set  have  been  nailed. 

And  the  agency  is  fishing  for  other 
names.  Last  fall,  for  instance,  it  per- 
suaded a  federal  judge  to  order  Ameri- 
can Express  and  MasterCard  to  turn 
over  all  records  on  cards  issued  by  or 
paid  out  of  banks  in  Antigua,  Barbuda, 
the  Bahamas  and  the  Caymans  in  1998 
or  1999.  That's  sure  to  turn  up  plenty  of 
tax  cheats  who  believed  they  could 
safely  tap  secret  offshore  accounts 
using  secured  credit  or  debit  cards. 

So  far  the  card  companies  haven't 
complied  while  they  discuss  the  order 
with  the  IRS.  But  it's  probably  just  a 
matter  of  time. 

-B.McM. 


SI0CK  FOCUS 


Meeting 
The 

Makers 

Once  considered  a  safe 
technology  play,  the 
contract  manufacturing 
sector  has  hit  the  skids. 
It  may  soon  be  a  good 
time  to  invest. 


BY  KERRY  A.  D0LAN 
AND  ANDREW  TANZER 

TALK  ABOUT  A  CONTRAST.  O) 
the  last  four  months,  while 
Nasdaq  tumbled  below  2( 
and  spending  on  technology  s 
raled  downward,  the  contract  m 
ufacturing  sector  appeared  unsfc 
pable.  Companies  like  Singapo 
headquartered  Flextronics  Inter 
tional  and  St.  Petersburg,  Fla.-ba 
Jabil  Circuit  were  signing  billi< 
dollar  deals  on  what  seemed  ILk 
weekly  basis  to  make  mot 
phones  for  Motorola  and  Erics; 
and  communications  gear  for  L 
giant  Marconi. 

And  then  reality  hit.  In  the  p 
two  months  Solectron,  the  bigg 
of  these  contract  manufacturer: 
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POINT 


Co  mmerz  bank's 

nternational  banking  and  finance 
capabilities  in  perspective 


\re  you  really  up  to  speed 
or  global  change? 

lall  in  the  experts  from  Commerzbank. 


\  help  meet  the  growing  necessity  for  quick  but 
nooth  transitions  to  the  new  complexities  of  the 
arket-place  in  Europe  and  around  the  world,  you 
it  rely  on  the  highly  flexible,  integrated  approach 
Commerzbank. 

I  hether  your  requirements  call  for  asset  manage- 
ment expertise,  investment  banking  know-how  or 
'mmercial  banking  transactions,  Commerzbank  - 


one  of  Europe's  large  international  banks  with  total 
assets  of  €460  bn  -  has  the  experience,  capacity  and 
global  reach  to  provide  a  rapid  response.  Whenever 
you  need  it:  about  70  outlets  in  43  countries. 

To  get  up  to  speed  for  worldwide  change,  call  in  the 
Commerzbank  experts  nearest  you.  Commerzbank  - 
a  premier  European  financial  institution  with  a 
global  sales  network. 


TTSfflB'WSrfTPWrTTW'B  — " — ~ — '  

^^■■■■■HnaiMnSiaHiUMW  An  integral  part  of  Commerzbank's  international  experience  built  up  over  130  years  is  the  excellence 
>f  the  Group's  research.  Both  the  quality  and  scope  of  our  research  is  recognized  by  policy  makers,  the  business  and  financial  community 
ind  the  press  around  the  world.  For  more  information  about  Commerzbank's  broad  research  capabilities,  just  contact  us  in  Frankfurt 
volkswirtschaft@commerzbank.com),  London  (comsec@commerzbankib.com),  Prague  (research@ccme.cz).  New  York  (cbmailbox@cbkna.com), 
Singapore  (Fax +65  225  39  43),  or  Tokyo  (cbkjapan@gol.com).  Or  visit  our  website:  www.commerzbank.com 
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also  known  as  electronic  manufactur- 
ing service,  or  EMS,  companies — an- 
nounced it  would  miss  analysts'  rev- 
enue targets  for  the  current  quarter 
and  lay  off  9,000  employees,  1 1%  of  its 
work  force.  Competitor  Jabil  Circuit's 
chief  executive,  Timothy  Main,  warned 
analysts  that  earnings  would  drop  and 
that  demand  was  so  unpredictable  he 
couldn't  say  what  the  summer  quarter 
would  bring. 

End  of  story?  Unlikely.  The  six 
biggest  EMS  companies 
(see  table)  are  now  feel- 
ing the  pain  as  their  cus- 
tomers' sales  suddenly 
slow  and  as  these  same 
brandholders  work  off 
bloated  inventories.  But 
the  long-term  trend  is  in  the  contract 
manufacturers'  favor — and  the  cur- 
rent electronics  slump  will  likely 
accelerate  the  relentless  push  to 
outsource. 

Vertically  integrated  electronics 
firms  will  continue  to  off-load  the 
production  process  (see  story,  p.  106). 
"Everything  is  focused  on  how  you 
squeeze  costs  out  of  the  equation," 
reasons  Ed  Rodriguez,  head  of 
KPMG's  electronics  practice.  Deutsche 
Banc  Alex.  Brown's  Christopher 
Whitmore  projects  that,  globally,  the 
ratio  of  electronics  output  that  is  out- 
sourced will  double  to  30%  over  the 
next  few  years  and  eventually  top 
50%,  a  migration  of  hundreds  of  bil- 


Hands  Behind  the  Brands 


These  stocks  have  taken  a  bath  with  the  rest  of  the 
technology  sector,  but  will  likely  pick  up  more 
business  once  their  customers  work  through  excess 
inventories  and  look  to  cut  costs  further. 

PRICE 


Company 

recent 

52-week 
high 

Sales 
($mil) 

Pit 

(latest  12  mos) 

Celestica 

$24.60 

$87.00 

$9,752 

24.4 

Flextronics 

13.00 

44.91 

10,423 

NM 

Jabil  Circuit 

19.15 

68.00 

4,371 

20.6 

Sanmina 

18.56 

60.50 

4,842 

21.1 

SCI  Systems 

16.84 

65.13 

9,147 

11.6 

Solectron 

16.89 

52.63 

16,884 

17.1 

Prices  as  of  Apr.  3.  NM:  Not  meaningful.  Sources:  Market  Guide  and  Interactive 
Data  Corp.  via  FactSet  Research  Systems. 


lions  of  dollars  in  production.  This 
year  alone  the  percentage  of  cell 
phone  handsets  outsourced  will  surge 
from  10%  to  as  much  as  18%,  pre- 
dicts Whitmore. 

The  economics  are  compelling  for 
vertically  integrated  electronics  com- 
panies such  as  Motorola  and  Com- 
paq. Outsourcing  enables  them  to 
shed  factories  and  to  shift  manufac- 
turing from  a  fixed-cost  to  a  variable- 
cost  structure.  In  slack  times,  such  as 

COMPANIES  WERE  SIGNING  BILLION- 
DOLLAR  DEALS  ON  WHAT  SEEMED  LIKE  A 
WEEKLY  BASIS.  AND  THEN  REAUIYJdlI_ 


now,  these  companies  have  too  much 
capacity;  in  peak  periods  they  lack  ca- 
pacity. By  outsourcing,  the  electronics 
giants  can  handle  the  manufacturing 
challenge  of  short  product-life-cycles 
more  flexibly  and  focus  on  their  core 
competencies  of  design,  sales  and 
brand  management. 

Since  manufacturing  is  the  EMS 
firms'  primary  focus,  they  can  usually 
do  it  more  cheaply  than  their  cus- 
tomers. With  worldwide  assembly  op- 
erations in  low-cost  regional  bases  such 
as  China,  Mexico  and  Hungary,  they 
can  also  supply  multinationals'  global 
markets.  They  are  honing  measures  of 
manufacturing  efficiency — such  as 
inventory  turns,  asset  intensity  and 
demand-flow  technol- 

  ogy — to    a  science. 

While  brandholders 
may  build  only  a  single 
product  in  an  in-house 
factory,  an  EMS  supplier 
spreads  risk  by  serving 
multiple  customers 
from  one  plant. 

So  in  recent  months 
a  steady  stream  of  elec- 
tronics firms  has  an- 
nounced outsourcing 
deals.  In  December 
Motorola  reported  it 
would  sell  two  factories 
to  Celestica  and  out- 


source $1  billion  worth  of  mot 
phones  and  other  devices  over  th 
years  to  the  Canadian  firm.  This  al 
last  May  when  Motorola  signed  a\ 
to  Flextronics  15%  of  all  manufact 
ing  in  its  communications  enterpi 
division — a  five-year,  $30  billion  di 
One  new  growth  driver  over 
next  couple  of  years  will  be  Japan 
electronics  manufacturers,  an  erne 
ing  market  for  the  EMS  industry.  1 
Japanese  account  for  25%  to  3i 
of  the  world's  electn 
ics  output  but  are 
last  to  outsource.  I 
Bhardwaj,  Flextron 
president  of  the  A 
Pacific  division,  nc 
that  while  Sony  d 
wonderful  product  development  £ 
has  one  of  the  strongest  brands  in 
world,  it  still  earns  puny  profits  fr 
manufacturing.  In  recent  months  S< 
sold  consumer  electronics  plants 
Japan  and  Taiwan  to  Solectron,  £ 
Flextronics  won  business  from  Tosh 
and  Epson  in  eastern  Europe. 

Of  the  six  biggest  EMS  fin 
Lehman  Brothers  analyst  Louis  N1 
cioscia  favors  Flextronics  and  ( 
lestica.  Both  have  landed  fat  a 
tracts:  Flextronics  with  Microsoft 
its  Xbox  game  console  and  with 
icsson  for  an  estimated  $3  bill] 
worth  of  mobile  phones;  and  ( 
lestica  with  a  $4  billion  deal  w 
communications  and  software  ma 
Avaya  (formerly  part  of  Lucer 
Deutsche  Banc's  Whitmore  pref 
the  same  pair.  One  reason  he  li 
Flextronics  is  the  firm's  solid  fo 
print  in  Asia,  especially  China  a 
Malaysia,  which,  with  their  low-c 
labor  and  developed  parts-sup 
chains,  are  the  world's  most  comp 
itive  suppliers  of  many  electron 
products.  Flextronics  is  strongly  ] 
sitioned  within  the  booming  Chin 
market,  where  it  makes  cell  phoi 
for  customers  such  as  Nokia,  Ala 
and  Motorola. 

Visibility  in  the  end  market  is  c 
rendy  dismal.  But  the  long-term  tr< 
to  outsource  is  still  intact. 
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MONEY  &  INVESTING 


Windfall 

The  Supreme  Court  has  sent  the 
IRS  a  message:  Don't  count  on  us 
to  clean  up  the  tax  code. 


BY  JANET  NOVACK 

HOW'S  THIS  FOR  AN  AMAZING  TAX 
break?  Your  Subchapter  S  corpo- 
ration goes  bankrupt,  forcing  the 
banks  to  write  off  $1  million  in  debt. 
The  banks  are  out  the  $1  million,  not 
you.  Yet  you  get  to  claim  an  extra  $  1  mil- 
lion of  losses  on  your  individual  return, 
which  you  can  use  to  offset  income  from 
other  sources  for  up  to  20  years.  One 
New  Jersey  couple  invested  $200,000  in 
two  S  corps  and  saved  more  than  twice 
that  in  taxes. 

It  sounds  like  one  of  those  too-good- 
to-be-true  tax  shelters  peddled  on  the  In- 
ternet. But  it's  not.  This  break  was  blessed 
by  the  U.S.  Supreme  Court  in  a  little-no- 
ticed decision  earlier  this  year. 

There  are  some  big  dollars  in  play 
here.  Richard  M.  Lipton,  a  Chicago  part- 
ner of  McDermott,  Will  &  Emery,  rep- 
resents a  set  of  real  estate  developers  now 
eligible  for  $900  million  in  windfall 
writeoffs.  Some  investors  in  defunct  S 
corps  may  even  be  sitting  on  valuable 
writeoffs  without  knowing  it,  says  Seattle 
tax  attorney  John  M.  Colvin.  His  firm, 
Chicoine  &  Hallett,  represents  Denver 
developers  David  Gitlitz  and  Philip 
Winn,  who  won  the  Supreme  Court  case. 

No  one  seriously  argues  Congress  in- 
tended to  create  this  loophole,  and  Justice 
Stephen  Breyer  strongly  urged  his  col- 
leagues to  plug  it.  "All  things  being  equal, 
we  should  read  ambiguous  statutes  as 
closing,  not  maintaining,  tax  loopholes," 
he  wrote  in  a  dissent.  But  the  eight  other 
judges  decided  that,  intended  or  not,  the 
break  was  allowed  by  the  language  of  the 
convoluted  tax  laws.  "The  court  was 
sending  a  message:  'Don't  rely  on 
the  courts  to  clean  up  the  tax 
code,' "  says  Lipton,  who  chairs 
the  American  Bar  Association's 
tax  section. 


IRS  was  trying  to  do.  An  ABA 
panel  warned  about  the  glitch 
nearly  a  decade  ago.  But  instead 
of  getting  the  law  changed,  the  IRS 
issued  rules  denying  that  the 
loophole  existed  and  fought  off 
taxpayers  who  disagreed.  For  a 
time  it  succeeded.  The  Tax  Court 
sided  with  the  IRS,  as  did  three  of  five 
appeals  courts.  But  those  courts  back- 
ing the  government  came  up  with  dif- 
ferent rationales  for  doing  so.  One  ap- 
peals panel  lamented:  "Interpreting  the 
Internal  Revenue  Code  is  about  as  easy 
as  swimming  through  mud." 

This  particular  mud  was  created  by 
the  interaction  of  two  sections  of  the  tax 
code.  The  first  governs  S  corporations. 
An  S  isn't  normally  taxed  on  the  corpo- 
rate level;  its  income  is  passed  through 
to  the  owners'  tax  returns.  The  owners 
can  deduct  an  S  corp's  losses,  too,  but 
only  to  the  extent  they've  invested  money 
in  it  or  previously  declared  income  from 
it — that  is,  to  the  extent  they  have  "basis" 
in  it.  Any  losses  the  owners  can't  deduct 
are  "suspended"  until  they 
put  more  money  in  or 
have  more  income 
from  the  S  corp. 

The  second 
section  provides 
that  the  forgive-  Jf 
ness    of  debt 
counts  as  income 
to  the  lucky  bor- 


In  fact,  that  is  exact!)  what  the  "^aP^SfijSf 


rower — unless  the  borrower  is  insolv 
The  rule  makes  sense:  If  your  mortgaj 
$50,000  and  one  day  the  bank  tears 
the  mortgage  in  return  for  $40,00( 
cash,  you  have  a  windfall  indistingu: 
able  from  a  $10,000  lottery  payoff.  Bi 
bankrupt  borrowers  had  to  pay  taxes 
all  their  forgiven  debt,  they'd  never 
back  on  their  feet. 

What  happens  when  the  debt  ( 
bankrupt  S  corp,  owned  by  solvent  1 
payers  who  didn't  personally  guarar 
the  debt,  is  written  off  by  a  bank? 
cording  to  the  Supreme  Court,  the  < 
sure  of  the  debt  becomes  a  sort  of  t 
light  income.  At  the  same  time  the 
does  not  count  as  taxable  income  tc 
declared  on  their  1040s,  it  does  coun 
the  kind  of  income  that  raises  tl 
"basis."  It  thus  enables  them  to  write 
against  other  taxable  income,  the  lo 
the  S  corp  racked  up  in  its  death  thn 
As  word  of  the  Supreme  Court  d 
sion  spreads,  investors  in  defunct  S  cc 
are  scrambling  for  refunds.  The  n 
work  like  this:  Depending  on  what ) 
the  S  debt  was  forgi\ 
losses  can  be  carried  h 
for  2  or  3  tax  years  ; 
forward  for  15  or 
years  from  that  year, 
can  amend  past  retu 
and  file  for  back 
funds  for  up  to  th 
years  from  the  orig 
due  date  of  a  retv 
including  extensk 
That  means  you 
still  amend  retu 
from  1999  and  I 
and  even  1997,  if 
got  a  filing  extensi 
So  dust  off 
records  of  your  di: 
trous  S  corp  invi 
ments  and  see  if  yoi 
a  winner.  Colvin 
two  clients  (not  Gitlit 
Winn)  who  have  gaii 
enough  paper  deducti 
to  wipe  out  their  incc 
taxes  for  the  next  dea 
"They  may  be  able  to 
tire  on  Gitlitz,"  he  exults 
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ROBJN  NOTICED  THE  PROBLEM 
ALMOST  IMMEDIATELY 

While  some  solutions  are  readily  apparent,  others  require  deeper  insight. 
With  capital  markets  experience  across  all  industries,  First  Union  Securities 
has  guided  hundreds  of  growing  companies  through  complex  strategic 
.decisions  with  unmatched  private  equity  investing,  advisory  services  and 
capital-raising  solutions.  Our  ideas  can  help  you  achieve  your  goals. 


SECURITIES 

A  powerful  ally 

nion  Securities  is  the  trade  name  under  which  First  Union  Corporation  conducts  its  investment  banking,  securities  and  capital  markets  businesses  through  its  bank  and 
ink  subsidiaries,  including  FIRST  UNION  SECURITIES,  INC.  ("FUSI"),  member  NASD,  NYSE  and  SIPC,  and  the  institutional  finance  divisions  of  First  Union  National  Bank 
3").  M&rA  advisory,  equity  and  debt  underwriting  are  provided  by  FUSI.  Principal  investing  is  provided  by  First  Union  Corporation  ("FTU").  ©2001  First  Union  Corp. 


MONEY  &  INVESTING 


Alms  and  Alimony 

Fundraisers  have  a  new  pitch  to  tax-savvy  donors:  Why  let  an 
ex-spouse's  financial  demands  squelch  your  charitable  urges? 


BY  MATTHEW  SWIBEL 

JOSEPH  BULL,  A  FUNDRAISER 
for  Ohio  State  University,  was 
hitting  up  a  venture  capitalist 
alumnus  for  a  big  gift  last  year. 
But  the  potential  donor  had 
another  financial  demand  on  his  mind: 
He  had  agreed  to  pay  his  ex-wife  $9,000 
a  month  in  alimony  until  2009. 

Bull  wasn't  fazed.  Instead,  he  pitched 
the  VC  a  little-known  charitable  planning 
technique:  using  a  char- 
itable remainder  trust  to 
pay  the  charity  and  your 
ex  at  the  same  time.  The 
ploy  only  makes  sense  if 
you  are  interested  in  giv- 
ing to  charity.  If  you  are, 
it  can  have  both  psychic 
and  tax  appeal. 

Here's  the  tax  angle: 
Often  a  husband  can't 
make  his  steep  alimony 
payments  from  current 
income  without  com- 
promising his  lifestyle. 
So  he  has  to  sell  some 
stock  or  other  assets  and 
gets  hit  with  capital 
gains  tax. 

But  when  you  put 
appreciated  assets  into  a 
charitable  remainder  trust,  the  trust  can 
sell  them  without  paying  gains  taxes.  The 
trust  then  pays  you,  or  someone  you  des- 
ignate, income  for  life  or  for  a  set  term  of 
up  to  20  years.  Later  on  the  charity  gets 
what's  left  in  the  trust.  At  the  time  the 
trust  is  created,  you  also  get  a  small  up- 
front tax  deduction. 

How  do  trust  payments  translate  into 
alimony?  Bull  suggested  two  approaches 
to  the  alumnus.  In  the  first,  the  donor 
sets  fixed  payments  equal  to  his  alimony 
obligations  and  names  himself  the  non- 
charitable  beneficiary.  He  can  even  set  up 
an  escrow  account  to  receive  those  pay- 


ments, allowing  his  ex  to  withdraw  her 
money  from  the  account.  That  way,  he 
doesn't  have  to  agonize  over  writing  a 
monthly  check,  and  she  doesn't  have  to 
nag  about  late  payments.  As  with  regular 
alimony,  the  husband  deducts  the  al- 
imony from  his  income  and  it's  taxed  as 
income  to  the  wife.  (Complicated  rules 
determine  how  much  of  the  charitable 
remainder  trust  payment  into  the  escrow 
account  is  taxable  income  to  the  hus- 


band, but  it  should  be  less  than  the  de- 
duction he  claims  for  alimony.) 

The  other  method  of  mixing  aims 
and  alimony  Bull  suggests  is  this:  Name 
your  ex  as  the  noncharitable  benefi- 
ciary of  the  trust  in  return  for  an  agree- 
ment to  forgo  alimony.  As  long  as  you 
do  this  as  part  of  the  divorce  settle- 
ment, there's  no  taxable  gift  to  your  ex 
(as  there  would  be  if  you  named  an- 
other beneficiary). 

Why  would  your  ex  agree  to  this? 
She's  guaranteed  a  fully  funded  income 
stream  and  doesn't  have  to  worry  about 
your  losing  your  job  or  refusing  to  pay 


up.  As  a  sweetener,  y 
might  agree  that  p< 
ments  will  continue 
a  set  period,  even  if  s 
remarries. 

If  you  cringe 
writing  alimony  chec 
wouldn't  it  be  simpler  and  cheaper 
just  buy  a  commercial  annuity  to  r. 
your  ex  off?  Simpler,  yes.  But  not  nec 
sarily  cheaper. 

Bull's  prospect,  for  example,  coi 
buy  a  commercial  annuity  paying 
wife  $9,000  a  month  for  nine  years 
$792,000  from  Northwestern  Muti: 
Or  he  could  put  $813,000  of  appreciai 
stock  into  a  charitable  remainder  tr 
to  finance  the  nine  years  of  alimony  a 
leave  a  10%  charita 
remainder  to  the  u 
versity — the  minimi 
required  by  law. 

When  taxes  ; 
considered,  howev 
the  charitable  roi 
looks  golden.  To  h; 
enough  cash  left  af 
capital  gains  taxes 
buy  the  commerc 
annuity,  he'd  have 
sell  more  th 
$900,000  of  highly ; 
preciated  stock.  A 
with  the  charitable 
mainder  trust,  he  g 
an  $81,000  charital 
deduction  up  front. 

So  did  Bull's  pil 
convince  the  VC?  1 
and  no.  The  alumnus  decided  to  mak 
lump  sum  payment  directly  to  his  i 
wife,  in  lieu  of  alimony  or  a  trust.  I 
he  was  so  impressed  with  the  idea  tl 
he  gave  $100,000  to  Ohio  State. 

What  about  the  psychic  appeal  o 
charitable  trust  that  pays  alimony?  "Y( 
marriage  might  have  failed,  but  you  c 
still  win  the  good-guy  award,"  s; 
Robert  F.  Sharpe,  a  Memphis  attorr 
who  has  seen  such  trusts  set  up  in  1 
past  year.  And  each  time  your  ex  casl 
that  check  from  a  charitable  trust,  sh 
be  forced  to  consider  that  maybe  y 
aren't  so  bad,  after  all. 
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IT'S  HOT  JUST  Rfl 

ncouisiTion.  its 
a  BLuepRirrr 

POR  OUR  FUTURE. 


Now  that  we've  completed  the  acquisition  of  Litton  Industries, 
we'd  like  to  introduce  you  to  our  new  company.  One  that  starts  out  with 
15  billion  dollars  in  annual  revenue,  80,000  employees,  and  over  60 
years  of  experience.  One  that  single-handedly  redefines  the  top  tier  of 
defense  and  commercial  electronics,  information  technology,  systems 
integration,  and  shipbuilding.  Introducing  the  new  Northrop  Grumman. 

The  addition  of  Litton  to  Northrop  Grumman  gives  us  a  blueprint 
for  our  future.  It  strengthens  our  capabilities  in  existing  businesses, 
and  makes  us  a  global  electronics  powerhouse,  the  largest  builder  of 
non-nuclear  ships  for  the  US  Navy,  and  one  of  the  largest  IT  suppliers 
for  the  Federal  government.  It  enhances  everything  from  operations  to 
efficiency  to  financial  strength  — making  us  bigger,  stronger,  and  perfectly 
positioned  for  the  challenges  and  rewards  the  future  will  bring.  The 
new  Northrop  Grumman.  We  haven't  just  acquired  a  company.  We've 
created  a  powerhouse. 


Technology's  Edge  northror grumman 


www.nor-thropgrumman.com 

©2001  Northrop  Grumman  Corporation 


KEY  &  INVESTING  STOCK  FOCUS 


When  Bears  Go  Long 

Bear  fund  managers  don't  just  short  stocks.  Here's  how  two 
well-known  pessimists  buy  stocks  in  a  down  market. 


A 


BY  ANDREW  T.  GILLIES 

S  PORTFOLIO  MANAGER  OF  THE 
Prudent  Bear  Fund,  David  Tice  has 
Imade  a  name  for  himself  with 
bearish  calls.  FORBES  gives  his  $165  mil- 
lion fund  an  A+  in  down  markets  and  an 
F  in  up  markets.  But  Tice  does  more  dian 
short  stocks,  for  even  now  14%  of  his 
stock  portfolio  consists  of  long  positions. 
What  stocks  is  this  bear  buying  now? 

Gold  and  silver  shares — because 
they  tend  to  be  countercyclical.  Tice  says 
the  U.S.  economy's  slow- 
down means  trouble  for 
the  dollar  and  that's 
good  for  dollar  hedges 
like  gold.  He  owns  Har- 
mony Gold,  a  South 
African  firm  with  sales 
of  $491  million  in  its  lat- 
est fiscal  year.  Tice  de- 
scribes Harmony  as  a 
well-managed  and  effi- 
cient integrator  of  ac- 
quisitions and  notes  that 
the  stock  trades  at  just 
nine  times  trailing  prof- 
its. It  yields  3%. 

More  speculative  is 
Tice's  holding  in  Avigen, 
an  Alameda,  Calif- 
based  developer  of  gene- 
therapy  products.  He 


likes  the  science,  not  the  bottom  line — 
the  company's  deep  in  the  red.  The  at- 
traction is  Avigen's  "AAV  Vector"  gene 
therapy;  this  technology  allows  a  modi- 
fied virus  to  carry  a  therapeutic  gene 
into  a  target  cell  and  could  cure  heredi- 
tary emphysema  and  other  diseases. 

Henry  Van  der  Eb  is  another  chronic 
bear  who  is  finally  having  his  day.  He  is 
the  manager  of  the  Gabelli  Mathers  fund, 
which  blends  a  large  fixed-income  port- 
folio with  long  and  short  equity  positions. 


This  earned  his  fund  a  FORBES  grade  • 
in  down  markets  and  F  in  up  ones, 
year  the  fund  made  5%,  putting  i 
points  ahead  of  the  S&P  500.  He's 
bearish,  figuring  the  market's  price/e; 
ings  multiple  should  fall  from  a  recer 
to  16.  But  for  the  moment  he  has  cl( 
out  his  short  positions  and  has  foui 
few  stocks  to  like.  Example:  OfficeM 

Says  he:  "I  look  for  stocks  that  1 
gone  down  more  than  the  fundamei 
warrant  and  have  a  special  factor  or 
alyst  that  can  bring  that  value  out,  eve 
a  down  market."  OfficeMax  is  a  chai 
deep-discount  office  products  stc 
Hurt  by  litigation  and  structural  pi 
lems,  it  lost  money  the  last  four  quar 
Van  der  Eb  thinks  OfficeMax  can  t 
around,  making  it  cheap  at  a  recenl 
That  share  represents  $10.04  of  b 
value  and  annual  sales  volume  of  $4 

The  "special  factor"  for  OfficeM; 
Mexican  billionaire  Carlos  Slim  H 
who  completed  a  March  2000  take* 
of  CompUSA.  Helii  recendy  raised 
interest  in  OfficeMax  to  close  to  1 
Says  Van  der  Eb:  "I  assume  that  at  s< 
point,  he  will  either  do  a  joint  ven 
with  this  company,  or  make  a  pas 
them,  or  do  something  to  add  value, 

Our  table  lists  stocks  held  by  ei 
of  these  bear  funds.  For  additional  p 
go  to  www.forbes.com/longbears. 


Grin  and  Bear  It 


When  it  comes  to  investing  in  down  markets,  Henry  Van  der  Eb  and  David  Tice  have  earned  high 
marks  from  FORBES.  While  both  fund  managers  look  for  value,  Tice  takes  a  particular  interest  in  g 
and  silver  as  well  as  "undiscovered"  stocks  like  Avigen  and  NexMed.  Van  der  Eb  seeks  stocks  witl 
catalyst— such  as  the  possibility  of  a  takeover— to  drive  up  share  value.  Among  Van  der  Eb's  pick: 
are  WorldCom  and  EarthLink,  an  Internet  service  provider. 


Change 
from  52- 
week  high 

EPS 

Net 

Mark 

Company 

Recent 
price 

2000 

2001  E 

% 
change 

revenues 
(Smil) 

valu 
($m 

Avigen 

$11.69 

77% 

$-1.03 

$-0.93 

10% 

$0.0 

$22 

Cable  &  Wireless 

21.30 

65 

0.82 1 

0.95 

16 

14,797 

19,81 

Earthlink 

11.31 

49 

-2.99 

-0.98 

67 

987 

1,47 

Global  Crossing 

9.25 

76 

-1.92 

-3.09 

-61 

3,789 

8,39 

Harmony  Gold  Mining 

4.94 

27 

0.68 

0.89 

31 

491 

50 

Liberty  Media  Group 

12.38 

58 

-0.711 

-0.30 

58 

4,159 

31.32 

NexMed 

4.13 

80 

-0.40 

-0.89 

-123 

NA 

10 

OfficeMax 

3.24 

48 

-1.20 

-0.03 

98 

5,156  36 

Sprint  (FON) 

20.97 

69 

1.46 

1.56 

7 

17,688 

18,56 

WorldCom 

18.38 

63 

1.43 

1.19 

-17 

39,090 

53,03 

Prices  as  of  Apr.  6.  '2000  estimate.  E:  Estimated.  NA:  Not  available.  Sources.  Bloomberg  Financial  Markets;  FT  Interactive  Data  and  Thomst 

:'inancial/IBES  via  FactSet  Research  Systems. 
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How  should  you 


broadband  services? 


gpr  Success  rides  on  the  accessibility  of 

high  bandwidth  communications, 
ft      ^&^B   That's  why  SUPERCOMM  2001 
draws  decision-makers  f  rom 
VCisJ^^  ^  /fv    rnaJor  business  and  government 

-^l^1^^         /         organizations.  Only  SUPERCOMM 

gives  you  a  global  view  of 
Wf  enterprise  and  public  network 

\1     ■jM^  ™     _         access  solutions,  from  laser-based 
\  wireless  and  optical  to  xDSL  •. 

and  satellite.  You'll  find  more 
than  800  exhibitors  as  well  as 
210+  education  sessions.  And  you'll  meet  with  thousands  of 
industry  leaders  from  around  the  world.  SO  access  the  world's 
premier  annual  communications  and  information  technology 
event.  Come  to  SUPERCOMM  2001,  June  3  -7,  Atlanta,  Georgia. 
For  more  information  or  to  register,  visit  our  Web  site. 


THEY  KNOW 


Faster  pipes  are  on  the  horizon 


The  waits  aren't  worth  it 


Downloads  must  be  sped  up 
Desktop  video  is  overdue 
Employees  want  top  speed  now 


Publication 
Partner 


Forbes 


Explore  the  Whole  World  of  Communications 


O  R 


J    U  N 


3    -  7 


0    0  1 


www.supercomm2001.com/ac  cess 


STREETWALKER 


Lower  the  Roof 


Now  watch  the  housing  boom  go  bust,  too. 


THE  BOOMING  ECONOMY  LED 
households  to  buy  homes  at  a 
rate  not  seen  since  the  1970s. 
That  especially  helped  Lennar 
(NYSE:  LEN),  the  biggest  publicly 
traded  builder,  which  has  seen 
sales  double  and  earnings  ad- 
vance 60%  since  1998.  But  chim- 
neys do  not  grow  to  the  sky. 

The  13  major  home  builders 
now  trade  at  129%  of  book 
value,  well  below  the  S&P  500, 
but  high  for  an  industry  that 
historically  trades  much  lower, 
given  its  shortage  of  valuable 
brand  names  and  patents.  Bar- 
bara Allen,  analyst  with  Arn- 
hold  &  S.  Bleichroeder,  con- 
cludes that  home  building 
stocks  are  overpriced.  She  thinks  the 


current  valuation  ignores  not  only  the  possibility  of  a  recession  but  the  dent  the 
stock  market  crash  has  made  in  the  paper  wealth  of  even  potential  tract-home 
buyers.  After  a  booming  2000,  housing  starts  are  down  10%  this  year  and  should 
slow  further.  Allen  thinks  the  whole  sector  could  drop  down  toward  down-cycle 
levels  of  80%  to  90%  of  book. 

Lennar,  with  operations  in  Florida,  Texas,  Arizona,  Nevada  and  California, 
is  the  most  expensive  of  the  nine  builders.  In  the  last  year  its  shares  have  ad- 
vanced 92%  to  $39.35,  where  they  trade  at  two  times  book  value  and  with  a  P/E 
of  ten.  That  doesn't  sound  expensive,  but  in  this  sector  it  certainly  is.  Short  the 
stock.  Cover  at  $27.  — Christopher  Helman 


Raise  the  Plough 

OF  THE  BAD  NEWS  TO  HIT  SCHERING- 
Plough  this  year,  the  worst  came  in  Feb- 
ruary, when  the  company  announced 
that  the  Food  &  Drug  Administration 
was  investigating  quality-control  issues 
at  factories  set  to  produce  its  new  drug 
Clarinex.  The  drug  is  an  improvement 
on  Schering's  aging  blockbuster  allergy 
remedy,  Claritin,  which  provided  30% 
of  the  company's  $9.8  billion  in  2000 
sales.  The  investigation  will  delay  efforts 
by  Schering  (NYSE:  SGP)  to  shift  users  to 
Clarinex  before  Claritin's  patent  expires 
in  2002. 

Worried  about  Schering's  near-term 
quarters,  a  rash  of  class-action  litigation 


and  an  additional  investigation  by  the 
Federal  Trade  Commission,  investors 
have  sent  Schering's  shares  down  40% 
from  a  high  in  December  to  $36.33. 

Look  past  the  short-term  trouble, 
says  Andrew  Bischel,  chief  investment 
officer  at  San  Francisco-based  SKBA 
Capital  Management.  At  a  P/E  of  20  the 
stock  is  the  cheapest  of  the  major  phar- 
mas.  Plus,  Schering's  interferon-type 
drugs  for  cancer  and  hepatitis — such  as 
Intron-A  and  Peg-Intron — brought  in 
$1.4  billion  in  2000  and  could  sell  $3.5 
billion  a  year  by  2005.  Next,  two 
promising  ventures  with  Merck  should 
hit  the  market  next  year:  One  anti- 
allergy  therapy  combines  Claritin  with 
Merck's  Singulair.  Bischel  thinks  the 


partnership  could  be  so  lucrative 
Merck  will  try  a  buyout  of  Schei 
within  three  years.  — ( 

Tax-Free  Re 

REINSURANCE,  AS  WARREN  BUFF 
knows,  can  be  a  good  business  wher 
premium  income  (from  absorbing  i 
incurred  by  other  insurers)  is  inve 
before  paying  out  on  claims.  That's 
Buffett's  Berkshire  Hathaway  boi 
General  Re  in  1998  for  $22  billion- 
times  book,  or  19  times  its  lasl 
months  of  reported  earnings. 

Stephen  Musser,  an  analyst  \ 
A.G.  Edwards,  says  investors  can  fo 
that  lead  at  a  better  price  with  Eve 
Re  (NYSE:  RE),  one  of  the  few  reinsi 
not  part  of  a  diversified  insurance 
eration.  At  a  recent  $65  the  comp 
trades  at  16  times  2000  earnings, 
times  book.  Musser  says  Everest's 
cent  relocation  to  Bermuda  will  ma 
more  profitable  by  eliminating  muc 
its  tax  bill.  Reinsurance  rates  are  ri 
and  Everest  is  booking  more  pre 
urns.  It  has  also  bought  two  smaL 
surers,  Gibraltar  and  AFC  Re,  wl 
should  help  it  grow.  Musser  expect: 
come  to  increase  this  year  and  ne: 
double-digit  rates.      — Daniel  Kr 

Coiled  Spring 

THE  FOUNDING  CLOSE  FAMILY,  Vv 
David  Stockman's  equity  firm,  Ht 
land  Partners,  want  to  take  pri 
Springs  Industries  (NYSE:  SMl),  m 
of  Wamsutta  and  Springmaid  sheel 
$44  per  share.  "It's  a  lowball  offc. 
squeeze  out  minority  shareholdt 
says  Cengiz  Searfoss  at  West  Broad 
Partners  hedge  fund  in  New  York. 

His  response:  Buy  the  stock  wh 
board-appointed  committee  weigh: 
insider  offer.  Searfoss  believes  sh; 
now  below  $43,  are  worth  $50. 
offer  price  is  11.1  times  trailing  e. 
ings.  In  1997  Pillowtex  bought  Fi 
crest  Cannon  (admittedly  a  b( 
property)  for  24.8  times.  Even  at  a 
price,  notes  Searfoss,  if  the  deal  cl 
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July  as  expected,  you'd  still  better  the 
turn  on  cash.  — Josephine  Lee 

istant  Message 

ART  WITH  27  MILLION  SUBSCRIBERS 
10  pay  $20  per  month  for  access  to 
E  Internet,  add  cable  TV  and  impres- 
>e  magazine  titles,  and  you  have  a 
;dia  company  able  to  withstand  eco- 
mic  slowdowns.  AOL  Time  Warner 
YSE:  AOL)  is  a  growth  stock  with 
•  om  left  to  grow,  says  S.G.  Cowen  an- 
rst  Scott  Reamer. 

Combining  Time  Warner's  print 
d  cable  assets  with  AOL's  dominant 
ib  presence  creates  a  company  that 
Is  across  three  media.  And  AOL  and 
le,  whose  combined  subscribers 


Ins  of  coming  growth  abound  at  the  giant. 

aerate  40%  of  the  company's  rev- 
je,  "are  annuity-like  businesses," 
lamer  says.  AOL's  strengths  and  less 
tssure  from  cheapie  Internet  service 
|»viders  will  allow  AOL  to  retain  sub- 
jibers  and  hike  prices,  he  figures, 
r  Reamer  believes  company  revenues 
I  grow  at  12%  to  14%  a  year.  At  a  re- 
It  $38  AOL  commands  an  enterprise 
pe  of  $155  billion  (market  cap  plus 
It  minus  cash).  That  is  15  times  the 
j|).3  billion  in  operating  income  (net 
pre  depreciation,  interest  and  taxes) 
it  Reamer  expects  for  200 1 .  — D.K. 

V,  past  Streetwalkers  at  www.forbes.comy 
i^twalker  or  use  your  .CueCat  device  on  the 
\~ode  below  to  take  you  there  instantly. 


Stuttering 
Didn't  Keep 
Him  Off  TV. 


Stuttering  hasn't  stopped  actor  Nicholas  Brendon 
from  making  his  mark  on  Hollywood.  As  "Xander"  in 
the  popular  TV  series,  Buffy  The  Vampire  Slayer, 
Nick  works  on  his  speech  daily. 


For  more  information  about  stuttering  and  what  you  can  do, 
write  us,  visit  us  at  www.stutteringhelp.org, 
or  call  toll-free  1-800-992-9392. 


Visit  us  at 

www.stutteringhelp.org 


Stuttering 
Foundation 

of  America 


A  Nonprofit  Organization 

Since  1947 — Helping  Those  Who  Stutter 


1-800-992-9392 


3100  Walnut  Grove  Road,  Suite  603  •  P.O.  Box  11749  •  Memphis,  TN  38111-0749 
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THE  JUPITER  EXECUTIVE  FORUM 


Share 

June  24-27,  2001 

The  Ritz-Carlton  Laguna  Niguel,  CA 


Leaders 


Participate  in  a  high-level  meeting  of  the  minds  in  a  dynamic 
environment  that  will  challenge  conventional  thought. 
Hear  first-hand  accounts  of  how  your  peers  are  putting  the  Internet 
work  for  their  companies. 

Strategy 

Develop  the  tools  and  know-how  to  measure  success  and  accountat 
within  your  company. 

Discover  how  other  companies  are  reacting  to  a  challenging  market| 
and  taking  advantage  of  fast-moving  trends  in  online  business. 

Vision 

Participate  in  spirited  discussions  with  other  industry  thought-leade 
covering  current  business  trends,  the  economy  and  the  future  of 
online  business. 

Learn  where  your  business  will  need  to  be  in  five  years  and  design 
strategies  for  getting  there. 


jupiterevents.com/mindshare 


If  you  would  like  to  find  out  more  about  this  invitation- 
only  event,  and  are  a  senior  business  or  technology 
executive,  we  encourage  you  to  contact  us.  Please  call 
Katherine  Baker,  in  Customer  Service,  at  917-534-6103, 
or  e-mail  mindshare3@jup.c0m. 


MEDIA  SPONSORS: 


Forbes  TIME 


CHIEF 
EXECUTIVE 


PRODUCED  BY: 

•  •••lop 

•  •••loo 


Jupiter  Media  Metri 


ARKETS  and  FORECASTS 

THE  OVERALL  MARKET 


— Barra  AIMJ.S.  Index  of  10,000  stocks 
— 200-day  moving  average 

Market  value:  $13.0  trillion 


Sources:  Barra  Inc.:  Bloomberg  Financial  Markets. 
93  '94  '95  '96 


97 


2-week  performance 

as  of  4/6/01 

Barra  AII-U.S.  Index1 

-1.8% 

S&P  Barra  Growth  Index2 

-1.5 

S&P  Barra  Value  Index3 

-0.5 

Dow  Jones  industrials 

3.0 

S&P  500 

-1.0 

EAFE4 

3.4 

Forbes  Internet  Index 

-6.7 

Forbes  40  Index  (total  return) 

-3.8 

'98           '99  '00 

•01 

4500 


3500 


2500 


1500 


NTEREST  RATES 


Estimates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
Jridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  Apr.  6. 

 ACTUAL  2001  ESTIMATE 


10-year  Treasury  yield  (%) 


-month  Treasury  yield  (%) 


2000 


Latest 


5.46 


5.46 


5.90 


3.93 


Mean 


4-wk  chg 


5.43 


-1.8 


4.79 


-2.0 


ederal  funds  watch 

.ast  action:  Mar.  20,  2001,  -50  basis  points.  Current  rate:  5%. 
4ext  Federal  Reserve  meeting:  May  15,  2001. 


SPECIAL  STOCK  FOCUS  

he  carnage  in  the  Internet  and  technology 
ictors  is  a  reminder  that  measures  like 
ice-to-book  value  and  price-to-earnings 
tultiples  are  important.  The  seven  compa- 
ies  below  trade  on  average  at  just  1.2  times 
ook  value  and  12  times  2001  estimated 
er-share  earnings.  In  contrast,  the  S&P 
DO  has  a  price-to-book  multiple  of  73  and 
rries  an  estimated  P/E  of  20. 


Subodh  Kumar,  chief  investment  strate- 
gist at  CIBC  World  Markets,  predicts  the 
S&P  500  will  rally  and  finish  2001  at 
1450,  or  26%  higher  than  its  present 
level.  Kumar's  reason:  expectations  of  a 
20%  earnings  rebound  in  2002. 


FORECASTING  GLOBAL  MARKETS 


Year 


EPS  change  Expected 
Estimated      versus  year-to-year 
P/E      3  months  ago  EPS  growth 


S&P  500 

2001  20 

-6.1%  0% 

2002  17 

-4.9  18 

MSCI  World-ex  U.S.4 

2001  19 

-2.8  11 

2002  17 

-2.6  13 

Thomson  Financial  estimate  revision  index 

2001  2002 

S&P  500 

0.43  0.50 

MSCI  World-ex  U.S.4 

0.66  0.75 

Rising  estimates 

Falling  estimates 

Argentina 

Indonesia 

Norway 

Russia 

Venezuela 


Colombia 

Greece 

Israel 

New  Zealand 
Taiwan 


Source:  Thomson  Financial/IBES. 
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Index 


Recent     4  wks  ago 


Value 

31.8 

37.7 

Companies 

324 

328 

Valuations 

Stock  price/sales 

1 

2 

Market  value  ($bil) 

$287 

$333 

Sales/employee  ($thou) 

$173 

$188 

12-month  sales  growth 

108% 

139% 

2001  estimates 

Sales  total  ($bil) 

$92.2 

$100.9 

Stock  price/sales 

1 

2 

P/E 

41 

46 

Sources:  Forbes:  Market  Guide  and  Thomson 
Financial/IBES  via  FactSet  Research  Systems. 


ompany 

Recent 
price 

P/Es 

P/B7 

MR 

$33.97 

10 

0.9 

SX 

33.03 

19 

1.2 

afarge 

31.90 

8 

1.5 

ucor 

40.36 

16 

1.5 

ulte 

37.56 

7 

1.3 

cana 

26.66 

12 

1.3 

isteon 

14.45 

11 

0.5 

ear  2001  estimate.  'Stock  price  divided  by  tangible  book 
!  ue.  Sources:  Market  Guide,  Thomson  Financial/IBES 
d  FT  Interactive  Data  via  FactSet  Research  Systems. 


WHAT  THE  FUNDS  ARE  BUYING  AND  SELLING 


Buying 


Selling 


Price 

EPS9 

Price 

EPS8 

American  Standard 

$58.61 

$4.98 

Chiron 

$42.13 

$0.85 

Coventry  Health  Care 

18.25 

1.05 

Optical  Cable 

10.50 

NA 

Genesco 

24.72 

1.70 

PanAmSat 

34.75 

0.17 

Mediacom  Communications 

17.63 

-1.77 

Ticketmaster 

7.38 

0.19 

Vector  Group 

19.85 

NA 

Veeco  Instruments 

34.31 

2.39 

NA:  Not  available.  8Year  2001  estimate.  Source:  ldayo.com. 

'The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and 
ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  Total  return  of  more 
than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  of  more  than  300  large- 
capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  dollar- 
denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  'Capitalization- 
weighted  index  of  all  U.S. -based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and  software  companies. 
Base  value  12/31/98  - 100.  Index  ratios  and  growth  rates  are  medians. 


vww forbes.com  for  updates  on  many  of  these  items,  quotes  on  over  9,000  securities  and  stock  and  mutual  fund 
rts.  Or  use  your  :CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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MARKETS  and  FORECASTS 


FORBES/BRIDGE  CONSENSUS  ECONOMIC  FORECAST 


The  U.S.  Economy 


Automobile  sales1  (mil) 


Capacity  utilization  (%) 


New  housing  starts2  (thou) 


Retail  sales3  ($hil) 
Trade  balance4  ($bil) 


Unemployment  rate5  (%) 


Gross  domestic  product  (%  chg) 


Inflation 

CPI  services  (unadjusted )  (%  chg) 


CPI  total  (unadjusted )  (%  chg) 


Prices 


CRB  Bridge  spot  indexes 


Gold  per  troy  ounce  ($) 


Oil/bbl  W  Texas  Intermediate  ($) 


Currency 

German  marks  per  dollar 


Yen  per  dollar 


Dollars  per  euro 


ACTUAL 


2000 


Latest 


17.8 


17.6  *  feb 


80.8 


79.4  feb 


1,593 r       1,580*- p  feb 


2,425  p       2,447  *  p  feb 


-369  r 


-375*  p  jan 


4.0 


4.3 


mar 


5.0  r 


1.06  r  40 


3.9 


4.5*  feb 


3.4 


3.5*  feb 


223.99 


225.81 


272.00 


260.00 


26.83 


27.08 


2.08 


2.17 


114 


124 


0.94 


0.90 


2001  ESTIMATE 


Mean      4-wk  chg 


16.1 


0.0% 


79.6 


-0.1 


1,534 


0.1 


2,418 


0.0 


-414 


1.9 


4.5 


0.7 


2.4 


-6.3 


3.3 


2.2 


2.9 


0.3 


226.26 


0.1 


277.62 


-1.0 


26.39 


0.7 


2.08 


-1.0 


121 


3.3 


0.94 


-2.1 


ECONOMY  WATCH 


Anthony  Chan,  chief  economist  at  B; 
One  Investment  Advisors,  is  not  worr 
about  a  recession.  Chan  says  that,  I 
off  announcements  aside,  an  aver; 
of  114,000  new  jobs  were  created  in 
U.S.  in  each  of  the  past  three  monl 
The  three-month  average  during 
onset  of  the  last  nine  recessions:  c 
29,000  new  jobs.  Chan  also  argi 
that  the  4.3%  unemployment  rate 
March  is  still  close  to  record  lows. 


Closeup:  T 


Mar '97  Mar '99 

Data  as  of  Mar.  31. 

Source:  Bureau  of  Labor  Statistics. 


Mar '01 


Forties  Index:  Current:  318.4  2-wk  chg:  -0.5 


Positive  Expected  Surprises  or  Revisions 
Burlington  Resources  $43.09  $1.38 


EARNINGS  SURPRISES 


According  to  San  Francisco-based  StarMine,  which  massages 
earnings  estimates  for  timeliness  and  analysts'  track  records,  a 
number  of  securities  brokerages  are  at  risk  of  missing  their  con- 
sensus earnings  forecasts.  TD  Waterhouse  Group,  for  example, 
carries  a  second-quarter  StarMine  SmartEstimate  that  is  3  cents 
below  its  Thomson  Financial/IBES  average  estimate  of  12  cents  a 
share.  For  the  entire  year  StarMine  expects  Waterhouse  to  earn  41 
cents  versus  a  consensus  estimate  of  49  cents  a  share. 


Company 


IBES     StarMine  Expected 
consensus   Smart-  report 
Price    estimate7  Estimate7  date 


$1.39  4/20/01 


MUTUAL  FUND  SPECIAL  FOCUS 


Is  the  market  in  a  bull  rally  or  a  bear  trap?  If  you  believe  in  the  la 
considei  U.S.  Treasury  funds  such  as  these  five,  which  averagec 
3%  total  return  so  far  this  year  versus  a  13%  drop  in  the  S&P  501 


TOTAL 

RETURN10 

As 

Fund 

3  years11 

lyear 

YTD 

(S 

American  Century  Interm  Treasury 

6.6% 

12.5% 

2.8% 

$ 

Safeco  Interm  U.S.  Treasury 

6.1 

10.6 

2.5 

T  Rowe  Price  U.S.  Treasury  Interm 

6.5 

12.4 

3.1 

Vanguard  Admiral  Interm  Treasury 

7.2 

14.0 

3.1 

i 

Vantagepoint  U.S.  Treasury  Securities 

NA 

12.3 

2.7 

Dillard's 

20.47 

0.46 

0.49 

5/22/01 

Exxon  Mobil 

82.10 

1.31 

1.38 

4/25/01 

Golden  West  Financial 

62.17 

1.03 

1.04 

4/19/01 

Occidental  Petroleum 

25.43 

0.98 

1.04 

4/19/01 

Sunoco 

32.52 

1.05 

1.11 

4/20/01 

Negative  Exoectad  Surorises  or  Revisions 

Beverly  Enterprises 

6.33 

0.08 

0.06 

5/02/01 

Brocade  Communications  Sys 

21.57 

0.12B 

0.108 

5/15/01 

Cisco  Systems 

13.63 

0.109 

0.089 

5/08/01 

Continental  Airlines 

42.06 

0.10 

0.03 

4/16/01 

Federal-Mogul 

2.68 

-0.52 

-0.56 

4/19/01 

TO  Waterhouse  Group 

9.75 

0.128 

0.09s 

5/21/01 

NA:  Not  applicable.  '"Through  Apr.  5.  "Annualized. 
Sources:  Upper  Inc.:  Morningstar. 

NOTEWORTHY  NEW  ISSUE  IN  REGISTRATION 


Data  as  of  Apr.  6.  'Fiscal  first  quarter.  "Fiscal  second  quarter.  9Fiscal  third  quarter. 
Sources:  StarMine:  Thomson  Financial/IBES  and  FT  Interactive  Data  via  FactSet 
Research  Systems. 


Only  134  companies  are  waiting  to  go  public.  At  the  end 
April  2000,  the  IPO  pipeline  was  clogged  with  349  entrie 
One  of  the  hottest  deals  currently  in  registration  is  Peaboi 
Group  (P&L  Coal  Holdings),  the  world's  largest  privately  he 
mining  company,  which  hopes  to  raise  $400  million  in  a  Mi 
offering.  Peabody  specializes  in  low-sulfur  coal  from  ope 
pits  and  underground  mines.  "In  an  environment  where  ei 
ergy  costs  are  soaring  and  everything  else  is  getting  fla 
tened,  this  deal  looks  like  a  good  way  to  go,"  says  Rand< 
Roth,  senior  analyst  at  Renaissance  Capital.  He  notes  th 
coal  stocks  have  done  well  this  year.  For  example,  shares 
competitor  Arch  Coal  have  more  than  doubled  since  Januat 

"12  months,  p:  preliminary,  r:  revised.  'Autos,  light  and  heavy  trucks,  includes  imports.  Soi 
Ward's  Automotive  Yearbook,  ^otal  single  and  multiple  family,  seasonally  unadjusted.  3Exclu 
auto  sales,  seasonally  adjusted.  'Total  goods  and  services,  seasonally  adjusted.  5Percent  of 
civilian  labor  force.  Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 
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A  Quote  for  Every 
Occasion 

More  than  14,000  thoughts  on  the  business  of  life 
now  all  in  one  deluxe  volume 

There  is  no  true,  lasting  success 
in  business,  without  success  in  the 
business  of  living,  of  life" 

— B.  C.  FORBES,  Founder  of  Forbes  Magazine 


A  Gift  for  Every  Occasion! 


necessity,  by  proclivity, 
d  by  delight,  we  all  quote!' 

IALPH  WALDO  EMERSON 

e  begets  life.  Energy  creates 
ergy.  It  is  only  by  spending 
eself  that  one  becomes  rich. 

>ARAH  BERNHARDT 


The  ultimate  reference  for  speakers,  writers,  CEOs,  and  managers. 
The  perfect  gift,  this  unique  collection  is  arranged  alphabetically 
by  subject — from  ability  to  zeal — for  easy  access  and  endless 
inspiration. 

Over  3,000  contributors  in  all — business  leaders  and  mavericks, 
philosophers  and  pundits,  poets  and  politicians — from  across  the 
centuries  and  around  the  world.  Deluxe  edition,  992  pages,  $40.00  plus 
shipping  and  handling.  [C1 4] 


b  Order  by  Phone,  Call  Toil-Free:  1-800-876-6556 


Q01 


MONEY  &  INVESTING 


The  Conti 


rid  Dreman 


More  Downside 


WE'RE  STILL  A  LONG  WAY  FROM  REALISTIC 
tech  valuations.  While  there  are  a  number  of 
good  tech  values  right  now  that  you  should 
buy  (see  my  Mar.  5  column),  a  lot  have  fur- 
ther to  tumble.  Just  how  much  further  is 
demonstrated  by  the  table  below.  I  presented  an  earlier  ver- 
sion of  this  table  back  in  November  1999  at  the  annual  Kem- 
per Mutual  Funds  sales  conference.  Then,  Internet  prices 
were  skyrocketing  and  fundamental  methods  of  choosing 
stocks  seemed  obsolete.  My 
warnings  were  met  mostly 
with  yawns. 

Things  worked  out  differ- 
ently, as  we're  all  painfully 
aware.  Online  brokers  no 
longer  air  ads  about  kids  com- 
ing home  in  helicopters 
bought  with  boodle  from  In- 
ternet stock  coups. 

The  table  ranks  the  hot 
tech  names  of  fall  1999,  most  of  them  Net  issues,  by  their  ab- 
surdly high  price/earnings  multiples  at  the  time.  Compare 
the  prices  of  a  year  and  a  half  ago,  in  the  first  column,  with 
the  current  ones,  in  the  third. 

Quite  a  drop,  right?  Not  only  did  my  analysis  of  these 


Legends  of  the  Fall 


Throw  in  a  generous  assumption  for  future  earnings  growth, 
apply  a  price/earnings  multiple  and  discount  the  resulting 
hypothetical  stock  price  back  to  today.  In  this  light  the  popu- 


lar  tech  stocks  are  still  no  bargain. 

Present  value 

10/31/99 

4/5/01 

of  discounted 
future  earnings: 
15%  from  11/99 

Company 

price 

P/E 

price 

$67.57 

1.930 

$34.81 

$4.75 

RealNetworks 

54.85 

1,219 

7.72 

5.31 

Yahoo 

89.53 

1,194 

15.25 

10.18 

DoubleClick 

70.00 

933 

11.81 

6.70 

Priceline 

60.25 

603 

2.84 

8.92 

Amazon 

70.63 

353 

9.12 

17.87 

Lycos 

53.38 

334 

20.36 

18.87 

Qwest 

36.00 

327 

32.85 

13.00 

Mindspring 

25.69 

257 

11.38 

11.80 

E-Trade 

23,81 

238 

6.45 

10.27 

Average  decline  November  1999  to  present  is  68.2%.  Earnings  assumed  to  grow  at  50% 
for  the  first  3  years.  25%  for  the  next  5  years,  20%  for  the  next  6  years.  15% 
for  another  7  years,  and  7.5%  thereafter.  The  15%  discount  rate  includes  5.9%  on  long 
government  bonds  plus  a  9.1%  risk  premium.  Source:  Dreman  Value  Management. 


Too  many  Net 
stocks  are  still  way 
overvalued.  And 
you  know  what 
that  means. 


stocks  foreshadow  the  trouble  that  began  in  March  200 
also  shows  how  much  they  remain  overvalued. 

In  constructing  my  model,  I  was  extremely  generou 
the  companies.  I  started  with  the  most  optimistic  of  z 
lysts'  late- 1999  earnings  estimates.  Indeed,  many  of  tl 
figured  Amazon  would  turn  profitable  in  2000  (it  lost ! 
billion).  Then  I  outdid  these  Pollyannas  in  calculating 
surdly  high  long-term  growth  rates. 

But  I  also  figured  in  a  risk  premium  deserved  by  so 
one  holding  these  risky  as: 
I  used  a  1 5%  discount  rat 
calculating  today's  value  f 
company  that  is  projects 
have  fat  earnings  21  y 
hence.  Applying  this  discc 
rate  to  huge  expected  earn 
produces  present  values  foi 
stocks  that  are  far  less  than 
1999  prices  or,  for  that  ma 
the  deflated  2001  prices. 
The  contrasts  are  striking.  Ebay  was  trading  on  Oct, 
1999  at  $67.57,  but  had  a  realistic  value  (using  my  t< 
nique)  of  only  $4.75.  At  a  recent  $34.81,  it's  still  overpri 
Yahoo,  which  had  a  price  on  that  date  of  $89.53,  carrii 
discounted  value  of  $10.18  and  now  is  at  $15.25.  Ama; 
$70.63,  $17.87  and  $9.12. 

Amazon  is  rapidly  running  out  of  cash.  A  takeover  cc 
save  it,  but  the  price  will  likely  reflect  its  desperate  condit 
Yahoo,  everyone's  Internet  blue  chip,  has  seen  its  stock 
95%  from  its  alltime  high.  Rather  than  boosting  earn: 
100%  a  year,  as  forecast  in  1999,  the  company  will  suffe 
84%  decline  in  2001,  according  to  the  analysts'  latest  \ 
dom.  Hardly  a  great  turnaround  prospect.  Ebay  has  don< 
better  than  most  of  its  Internet  siblings,  but  is  not  shov 
the  growth  it  needs  to  justify  even  its  current  depre; 
price.  Maybe  there  is  a  saturation  point  for  online  yard  s; 

In  the  five  months  that  followed  my  Kemper  presei 
tion,  my  pessimism  looked  out  of  place.  Many  of  the  stc 
in  the  table  moved  sharply  higher,  some  even  tripling.  B 
you  bought  in  late  1999,  you  are  still  underwater. 

My  1999  table  didn't  even  cover  Net  stocks  that  hac 
earnings  yet  managed  to  pump  up  to  ridiculous  mai 
caps,  and  lately  have  come  to  grief.  Etoys,  for  example,  h; 
$10  billion  market  value  and  recently  filed  for  Chapter  1 
won't  be  the  last  to  do  so. 


David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contrarian 
Investment  Strategies:  The  Next  Generation.  Find  past  columns  at  www.forbes.com/dreman  or  use  your 

■.CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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V  MEDIA  SUMMIT  2001 -THE  NEXT  PHASE... 

HOW  TO  SUCCEED  IN  THIS  REDEFINED  NEW  ECONOMY... 


Join  PricewaterhouseCoopers  and  a  distinguished  panel  of  professionals  who 
will  explore  the  many  challenges  facing  new  media  companies. 

Panel  Sessions  will  Include: 
•  Achieving  Profitability  in  an  E-Commerce  Environment 
v  Media  Technology  —  Focus  on  Mobile  Commerce  •  The  R/Evolution  of  Internet  Advertising 

You  won't  want  to  miss  this  insightful  discussion! 

TUESDAY,  JUNE  5,  2001 
WINDOWS  ON  THE  WORLD,  NEW  YORK,  NY 

To  review  the  agenda  and  register  online,  visit:  www.pwcglobal.com/mediasummit 
registrants  will  receive  a  free  copy  of  PricewaterhouseCoopers  2001  Technology  Forecast  (a  $450  value!). 


Pricq/vMemou$(copers  i 

Join  us.  Together  we  can  change  the  world. 


Forbes 
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Yes,  But  By  James  Grant 


The  Return  of  Inflation 


LATE  IN  THE  FALL  OF  1999,  TO  ALLEVIATE  THE 
imagined  crisis  of  computer  clocks,  the  Federal  Re- 
serve created  credit  by  the  boxcar.  As  always,  the 
tracks  of  its  policy  were  printed  in  the  growth  of  its 
balance  sheet.  By  December  the  central  bank's  assets 
were  14%  ahead  of  where  they  were  a  year  before. 

Today,  confronting  a  real  bear  market  and  a  sudden  and 
alarming  downturn  in  business  activity,  the  Fed  is  expand- 
ing its  balance  sheet  at  an  annual  rate  of  only  3.5%. 

Not  for  the  first  time,  an 
agency  of  the  federal  govern- 
ment has  been  overtaken  by 
events.  Gathering  up  its  wits 
and  calmly  appraising  the 
facts,  the  Fed,  I  have  every 
confidence,  will  panic.  It  will 
significantly  accelerate  the 
pace  of  credit  creation. 

It  will  thereby  shock  in- 
vestors. Though  the  Con- 
sumer Price  Index  rose  by  3.5%  in  February,  one  of  the 
fastest  rates  in  nine  years,  global  markets  are  priced  for  little 
or  no  inflation,  now  and  for  years  to  come. 

Never  has  a  more  generous  compliment  been  paid  to 
public  servants.  The  dollar,  though  intrinsically  worthless, 
has  won  global  acceptance  on  account  of  people  everywhere 
trusting  in  the  judgment  and  fidelity  of  a  government  bu- 
reaucracy. Yet  the  greenback  is  chronically  susceptible  to  in- 
flation. In  fact,  it  has  depreciated  against  a  basket  of  goods 
and  services  in  49  of  the  past  50  years  (the  exception  was 
1954).  On  form,  it  should  continue  to  lose  value. 

Fortunately,  a  risk-averse  investor  is  in  the  enviable  posi- 
tion of  not  having  to  guess  how  fast.  If  the  CPI  rises  only  by 
2%  a  year  or  so  for  the  next  decade,  the  Treasury's  inflation- 
protected  securities  (commonly  known  as  TIPS)  will  provide 
a  better  yield  than  conventional  T  bonds. 

A  handful  of  dividend-paying  gold  stocks  also  offers 
protection  against  the  risk  that  Alan  Greenspan  does,  in  fact, 
put  on  his  trousers  one  leg  at  a  time. 

Naturally,  insurance  is  cheapest  when  the  risk  being  in- 
sured against  seems  most  remote.  Inflation  appears  very  re- 
mot  Not  only  is  business  activity  receding,  but  also  the  dol- 
lar t  vchange  rate  is  rising.  The  gold  price  hovers  near 
21 -year  lows.  Far  from  being  a  clear  and  present  danger,  in- 
flation is  what  many  investors,  businesspeople  and  policy- 


If  the  CPI  rises  by 
2%  a  year  for 
a  decade,  TIPS 
will  beat  straight 
Treasurys. 


makers  are  silently  praying  for. 

Their  prayers  may  be  answered.  The  Bank  of  Japan 
recently  resolved  to  lift  sinking  Japanese  prices:  It  will  p 
more  money.  Though  European  prices  are  rising,  not  s 
ing,  the  European  Central  Bank  is  also  talking  about  kic 
back  and  relaxing.  "While  we  were  very,  very  concei 
about  inflation  a  month  or  a  month  and  a  half  ago,"  Bar 
France  Governor  Jean-Claude  Trichet  recently  told  th< 
nancial  Times,  "we're  not  anymore." 

Webster's  defines  "r< 
tion"  as  the  "restoration  ol 
flated  prices  to  a  desir 
level  by  the  use  of  mone 
powers."  While  there  has  I 
no  deflation  in  the  U.S.  r. 
level,  there  has  been  a  sh< 
ing  depreciation  in  the  1 
daq.  Recendy  the  conserv; 
syndicated  columnist  Ro 
D.  Novak  took  the  Fed  to 
for  the  grudging  pace  of  credit  expansion:  "[It]  must 
liquidity  to  the  economy — in  blunt  terms,  inflate." 

Novak  writes  as  U.S.  economic  policy  has  achievei 
orthodox  epiphany.  The  budget  is  balanced.  The  market 
debt  is  shrinking.  The  federal  funds  rate  is  the  highest  p 
on  the  government  yield  curve.  Now  that  prudence  has 
umphed,  how  do  we  like  prudence? 

Not  much.  For  ten  years  the  Japanese  people  have  b< 
up  under  stagnation  and  bear  markets.  Americans  hav 
such  capacity  for  suffering.  Reflation — with  or  witho 
preceding  deflation — will  presenfiy  become  the  order  o: 
day.  The  Fed  will  print  money,  and  Congress  will  spend 
How  to  prepare  for  the  new  reflation?  TIPS  offer  a 
coupon  (3.5%)  but  excellent  protection  against  a  lo: 
purchasing  power.  If  the  CPI  rises  by,  say,  3%,  that  3' 
added  to  the  principal  value  of  the  bond.  At  maturity 
bondholder  gets  the  cumulative  inflation-adjusted  princ 
(which  is  never  less  than  the  original  par  amount).  It' 
the  inflation-adjusted  principal  that  interest  is  paid.  S 
guard,  among  other  fund  sponsors,  offers  a  TIPS  fund. 

My  colleagues  at  grantsinvestor.com  have  identifi 
range  of  dividend-paying  gold  stocks.  Consider,  for  ex 
pie,  Anglogold  common  (with  an  indicated  yield  of  5. 
or  the  original  Freeport  McMoran  gold-denominated 
ferred  (indicated  yield,  12.4%).  Cheap  insurance  is  a  gif 


James  Grant  is  the  editor  of  Grant's  Interest  Rate  Observer. 

Find  past  columns  at  www.forbes.com/grant  or  use  your  :CueCat  device  on  the  cue  code  (right)  to  take  you 
there  instantly. 
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\lame_ 
{Title 


company. 
Address 


pity  

Postal/Zip  Code_ 

Country  

Phone  

lrax  


American  Honda  Motor 
Company 

1-800-33-HONDA 
www.honda.com 


Business  to  Business 

Oracle 

www.oracle.com 

1 .  Sharp  Electronics  Corp. 

1-877-78-connect 
www.sharp-usa.com 

Computer/Technology 

2.  Northrop  Grumman 
Corporation 

www.northgrum.com 

Consumer  Products/Services 

3.  Infiniti  (2001 ) 

1-800-706-9923 
www.infiniti.com 

Financial  Services 

4.  TIAA-CREF 

www.tiaa-cref.rog 

Hotels 

5.  Beverly  Hills  Convention  & 
Visitors  Bureau 

1-800-345-2210 
www.visitbh.com 

-Hilton  Hotels 

www.hilton.com 

Travel 

6.  Asian  Affair  Holidays 
(Singapore  Air) 

(310)563-6970  ext.  10. 
www.singaporeair.com/americas 

7.  Asiana  Airlines  (2001) 

1  -800-227-4262 
www.flyasiana.com 


8.  Bighitters,  Inc. 

www.sports-casino-betting.com 

9.  Xirtrix  Gaming  Technologies 
1  -888-999-4496 

10.  Chisholm  Travel 

1-800-631-2824 
www.chisholmair.net 

1 1 .  Delaware  Business  Inc. 
www.e-incorporate.com 
1-800-423-2993 

12.  Equilio 
1-800-203-8119 
www.equilio.com 

13.  Publishers  Guild 
1-800-675-6144 

Steven  Sears  CPA/Attorney 

1-714-544-0622 
www.searsatty.com 

14.  Stock  Jungle.com 
www.stockjungle.com 

15.  Worldwide  Business 
Consultants 
1-800-733-2191 

16.  Out  of  the  Closet  Thrift 
Stores 

www.outoftheclosetinc.com 

17.  Valef  Yachts  Ltd. 
www.valefyachts.com 

18.  The  Loan  Consultants,  Inc. 

1  -800-336-3933 

19.  Karakorum  Racing  Team 

1-800-745-9701 
www.krtol.com 

Visual  Communications@Work 

20.  Canon  USA  Inc. 

1-800-OK-CANON 
www.canonprojectors.com 

21.  Sony  Electronics 

1-800-472-SONY,  xCS 
www.sony.com/displaysystems 


Buenos  Aires 

22.  Ford  Motor  Company 

www.ford.com 


Issue  Date:  April  30,  2001 
Offer  Expires:  July  30,  2001 
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Type  of  Firm:  (check  one) 

□  Advertising/Marketing/PR 

□  Banking 

□  Engineering/Construction 

□  Government 

□  Manufacturing 

□  Primary/Public  Utilities 

□  Publishing/Printing/Broadcasting 


□  Software/Computer  Services 

□  Telecommunication  Services 

□  Travel/Tourism/Leisure  Services 

□  Wholesale/  Retail/lmport/Export 

□  Other  Business  Services 

□  Other  Financial  Services 
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Financial  Strategy  By  AJSary Shillings 


Buy  30-Year  Treasurys 


THE  17-YEAR  BULL  MARKET  IS  SET  TO  END  AND 
ignite  a  huge  rally  in  Treasury  bonds.  That's  what 
I  wrote  in  my  Mar.  20,  2000  column.  Since  then 
the  Nasdaq  has  dropped  65%  and  30-year  Trea- 
surys have  returned  20%.  Neither  trend  is  over, 
and  there's  still  time  to  make  big  money  in  bonds. 
Which  bonds  should  you  buy,  though? 
Junk?  No.  Some  bottom  fishers  think  junk  bonds  are 
mouthwateringly  cheap.  I  think  the  fishermen  will  end  up 
getting  hooked.  High-yield 
bonds  are  really  equities  of 
low-grade  companies  that  can 
meet  their  interest  obligations 
only  if  their  businesses  are 
going  swimmingly.  I'd  like  to 
see  how  punishing  the  waves 
of  this  recession  are  before 
jumping  in. 

Investment-grade  corpo- 
rates?  No.  They  do  yield 
meaningful  yield  premiums  over  Treasurys.  This  attraction, 
however,  doesn't  offset  either  the  added  risks  in  the  heavily 
indebted  corporate  sector  or  (for  many  investors)  the  state 
income  tax  owed  on  corporate  interest. 

Government  agency  issues?  No.  While  the  federal  sur- 
plus is  spawning  the  retirement  of  Treasury  debt,  Fannie 
Mae  and  Freddie  Mac  are  flooding  the  market  with  paper  in 
hopes  of  becoming  the  new  long-bond  benchmarks.  I'd 
rather  own  things  that  are  getting  scarcer.  In  addition,  Fan- 
nie and  Freddie's  dominance  of  the  mortgage  markets  has 
Washington  worried  they  just  might  some  day  need  an  S&L- 
size  bailout.  Their  bullying  of  opponents  hasn't  helped  their 
political  standing,  and  Congress  may  rein  them  in. 

Mortgage  passthrough  obligations?  No.  Sure,  they  have 
nice  yields.  They're  also  lousy  investments  when  interest 
rates  change.  Rising  rates  make  mortgage  refinancings  fall, 
so  you  end  up  with  a  longer  maturity  instrument  and  big- 
ger price  declines.  When  rates  dip,  everyone  rushes  to  refi- 
nance, which  shortens  the  maturity  of  your  investment  and 
thereby  reduces  your  appreciation. 

Municipal  bonds?  No.  They  are  attractive  versus  Trea- 
surys aftertax  for  folks  in  the  top  bracket.  Still,  their  wide 
bid/ask  spreads  mean  you  should  hold  munis  until  matu- 
rity, not  for  appreciation.  Also,  munis  almost  always  have 
call  provisions  that  drastically  reduce  appreciation  if  rates 


In  hard  times 
they  race  ahead. 
No  other  type 
of  bond  can 
touch  them. 


drop.  When  rates  rise,  you're  stuck  with  their  full  life  spa 
Treasurys?  You  bet.  They're  safe,  and  you  don't  need 
expert  to  evaluate  quality  relative  to  price.  You  should  c 
them  directly,  not  through  mutual  funds.  One  reason  is  t 
too  many  skittish  fund  managers  hold  mainly  the  shor 
maturity  Treasurys — a  mistake  if  rates  keep  falling,  as  I  s 
pect  they  will.  Plus,  although  the  average  expense  ratio 
bond  funds  of  1.1%  is  small  compared  with  the  apprei 
tion  I  foresee,  it's  big  compared  with  the  current  5.5%  y: 

on  a  30-year  Treasury. 

Treasury  inflation-p 
tected  securities  are  good 
inflation  pessimists.  Fell 
columnist  James  Grant  is  i 
such  pessimist,  and  he  ma 
the  case  for  TIPS  on  page  1 5 
simply  disagree  with  \ 
about  the  likelihood  o 
resurgence  in  inflation.  If 
inflation  rate  falls,  as  I  exp 
you  will  do  better  in  straight  Treasurys.  TIPS  have  underr 
formed  regular  Treasurys  since  they  were  introducec 
1 997,  and  that  pattern  should  continue. 

Another  problem  with  the  TIPS  is  liquidity.  With  c 
$100  billion  of  them  outstanding,  they  tend  to  have  wi 
bid/ask  spreads  than  straight  Treasurys.  If  you  hold  tk 
things  in  a  taxable  account,  you  may  need  a  source  of  c 
on  the  side  to  pay  your  tax  bill.  That's  because  you  wil] 
taxed  currently  on  the  inflation  adjustment  but  will  rec< 
the  inflation  payout  only  at  maturity  of  the  bond. 

This  leaves  us  with  conventional  Treasurys.  The  Ion 
the  maturity,  the  bigger  the  gain  for  a  given  decline  in  in 
est  rates.  On  a  one-percentage-point  decline  a  2-year  rra 
rity  will  deliver  a  capital  gain  of  1 .9%;  a  10-year  note  will  g 
8.2%;  and  a  30-year  bond  will  gain  16.7%.  True,  that  wc 
both  ways,  and  you'll  lose  more  with  long  bonds  than  sr 
notes  if  inflation  surges.  My  forecast  features  a  full-blc 
global  recession,  massive  Fed  ease  and  1%  to  2%  deflatioi 
follow.  I  foresee  3%  yields  throughout  the  yield  spectn 
That's  why  I  recommend  the  30-year  Treasury  bond. 

Zero  coupon  bonds  offer  even  more  action.  Sho 
yields  drop  from  the  present  5.5%  to  3%  in  one  year,  yo 
make  55%  on  a  30-year  coupon  bond,  and  100%  on  a  z< 
Long  Treasurys  have  trounced  stocks  in  the  last  year.  Iir 
for  more  of  the  same. 


A.  Gary  Shilling  is  president  of  A.  Gary  Shilling  &  Co.,  economic  consultants  and  investment  advisers. 

Find  past  columns  at  www.forbes.com/shilling  or  use  your  :CueCat  device  on  the  cue  code  ( right)  to  take  you 

there  instantly. 


158     FORBES-  April  30,  2001 


New  York  May  7-8 


Silicon  Valley  Fall  2001 


ji|  a  high  technology  or  life  sciences  business?  Attend  Garage.com's  Bootcamp  for  Startups 
Ince.  In  two  days  of  intensive,  high-energy  sessions,  you'll  get  expert  advice  from  major 
lion  everything  from  fundraising  and  business  development  to  recruiting  and  marketing, 
jj;  how  to  refine  your  business  model.  Discover  how  to  position — and  pitch — your  startup 
-stors.  Network  with  peers  and  potential  mentors.  Learn  how  to  raise  funds  in  today's 
Inent.  Find  out  more — and  register  online — at  www.garage.com/bootcamp. 


001  Garage.com.  All  rights  reserved.  Bootcamp  for  Startups  is  a  registered  trademark,  and  Garage.com  is  a  trademark  of  Garage.com. 
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Knowledge  Windows: 

Visual  Displays  in  the  Enterprise 


Special  Guest  Interview 
Mike  Peppel,  MCSi 


As  the  chairman,  CEO  and  president  of  MCSi,  the  largest 
full-service  audiovisual  systems  integration  company  in 
North  America,  Mike  Peppel  views  the  convergence  of 
rich-media  communications  systems  with  traditional 
business  information  systems  as  much  more  than  simply 
technological  evolution.  With  revenues  of  $1.2  billion, 
MCSi  was  created  to  capitalize  on  what  it  sees  as  a 
visual  communications  revolution  in  progress.  In  this 
interview,  Peppel  discusses  trends  in  display  technolo- 
gies and  applications  in  the  business  sector. 

Q:  You  have  said  in  the  past  that  we  are  rapidly 
approaching  a  time  in  which  visual  displays  will  be 
more  common  than  glass  windows.  How  far  along 
are  we  on  that  path? 

PEPPEL:  Right  now,  of  course,  we  have  displays  wherever  we 
have  computers.  But  computer  monitors  are  designed  mostly 
for  use  by  one  person  at  a  time.The  highly  collaborative  nature 
of  business  operations  today  is  driving  a  demand  for  larger, 
brighter  and  more  ubiquitous  displays  that  service  workgroups 
of  all  sizes.  We  estimate  that  at  present  only  about  9  percent  of 
all  conference  environments  have  some  form  of  visual  display 
device. That  represents  a  huge  growth  potential. 

Q:  Why  is  visual  communication  so  important  in 
business  today? 

PEPPEL:The  rapid  and  compelling  transference  of  ideas  and 
information  is  the  foundation  of  enterprise. The  success  of  a 
21st  century  organization  depends  on  its  ability  to  see  what  is 
going  on  and  to  respond  in  the  new  language  of  rich-media 
information.  As  we  generate  more  and  more  of  our  business 
knowledge  in  electronic  visual  form,  we  need  to  have  access  to 
displays  everywhere,  and  all  the  time.  Display  technology  has 
also  become  a  competitive  differentiator.  Companies  equipped 
to  work  with  highly  dynamic,  visually  rich  information  are  better 
able  to  respond  to  changes  in  the  marketplace. The  state-of-the- 
art  rooms  that  we  design  and  install  demonstrate  a  company's 
commitment  to  innovation  and  communication.  Businesses  are 
becoming  aware  of  the  potential  of  quality  visual  communication. 


Turner  Broadcasting  Systems,  Inc.,  Production  St 
Atlanta,  GA 


Silicon  Graphics,  Classroom/Training  Facility 
Mountain  View,  CA 


making  pleasure 


ake  a 

ment 

before  you 
say  a  word. 


Imagine  owning  a  projector  that  makes 
an  impression  on  your  audience  before 
you  even  turn  it  on.  Thafs 
what  happens  with  any  Sony 
LCD  projector...  from  the 
ultra-light  VPL-CX10  to  the 
stadium  quality  VPL-FX50. 
People  will  marvel  at  their 


outstanding  industrial  design;  and 

at  the  incredible  brightness  and 

cxio 

resolution  of  Sony's  3-Panel 


LCD  technology.  For  your  next 
presentation,  put  our  50  years 
of  innovation  to  work  for  you. 
Insist  on  a  Sony  LCD  projector. 
And  make  business  a  pleasure. 


Call  for  a  Free  Display  Products 
Resource  Guide  Mini  CD-ROM 


1-800-472-SONY  ext.  LCD  or  www.sony.com/displaysystems 

©2001  Sony  Electronics  Inc.  All  rights  reserved  Reproduction  in  whole  or  in  part  without  written  permission  is  prohibited  Sony  is  a  trademark  of  Sony 
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Total  System  Services,  Inc.,  Auditorium 
Columbus,  GA 

Ironically,  visual  display  is  sometimes 
overlooked  in  importance,  exactly 
because  it  is  so  obvious.  With  all  the 
visual  information  coming  down  the 
pipe  these  days,  we  take  it  for  granted 
that  the  displays  will  be  there  to  let  us 
see  what  we  need  to  see.  But  many 
companies  are  losing  or  missing  impor- 
tant information  because  their  display 
capability  is  weak  or  absent.  And  if  you 
can't  see  the  information,  it  might  as 
well  not  exist. 

Q:  Is  the  technology  driving  the 
changes  in  communications,  or  is  it 
the  other  way  around? 
PEPPEL:  Both. This  is  an  industry  with 
a  long  history  of  innovation. The  next 
logical  stage  is  the  convergence  of 
these  audio,  video  and  data  applications 


into  one  user-friendly  answer. There  are 
new  types  of  projectors  and  plasma 
display  panels,  micro  displays  and  all 
sorts  of  devices  that  allow  us  to  see  and 
share  visual  information  in  entirely  new 
ways.  But,  businesses  have  recognized 
the  core  value  of  rich-media  communi- 
cations. To  be  able  to  analyze  data  and 
make  decisions  simultaneously,  we 
need  interactive  environments  in  which 
people  can  make  decisions  on  the  fly. 
As  data,  voice  and  video  converge  in 
the  network,  the  need  to  invest  in  rich- 
media  communications  infrastructure 
increases. The  best  companies  in  the 
world  are  investing  millions  of  dollars 
into  this  space  because,  perhaps  for  the 
first  time,  they  can  see  the  return  on 
investment  in  communications  media. 
One  good  example  is  videoconferenc- 
ing. A  while  back,  videoconferencing 
was  a  hot  ticket.  But  the  technology  was 
difficult  and  expensive  and  few  compa- 
nies could  justify  the  investment.  Now, 
the  speed  of  business  and  the  massive 
amount  of  visual  information  have  com- 
bined with  new  technologies  to  make 
videoconferencing  a  sound  investment. 


Q:  What  are  some  of  the  most 
important  trends  in  visual  dispk 
PEPPEL:  Projects  for  state-of-th< 
communication  facilities  are  gettir 
larger.  Our  business  has  been  grov 
at  20  percent  per  year  for  the  last  s 
years.  The  conference  room  is  rap 
becoming  the  most  utilized  room  it 
organization.  In  addition,  we  are  s( 
the  transformation  from  portable  s 
tions  that  move  from  room  to  room 
building  toward  fixed  installations 
every  space. The  emphasis  is  on  ac 
to  information  from  any  source.  In 
rooms  that  hold  a  dozen  people  or 
hundred,  companies  want  access  t 
corporate  network  as  well  as  to  th< 
Internet. They  want  to  be  able  to  us 
any  kind  of  media,  from  computer  c 
to  DVD,  and  project  it  visually  with 
best  possible  quality. 

Q:  What  obstacles  do  you  see  in  \ 
media  communications  market? 
PEPPEL:The  lack  of  training  for  tl 
users  and  operators  of  the  media 
technology  is  the  biggest  problem, 
about  anybody  can  buy  a  videoconfi 


CANON'S  family  of  presentai 
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VC-C4  Remote 
Controlled  Camera. 


Super  Compact  P/T/2  Camera 
For  Multi-Speaker  Presentations 
and  Videoconferencing. 


DZ-3600U  Digital 
Document  Camera. 


Capture  High  Res  Images 
and  Intricate  Details  For 
Presentations/Videoconferencing. 


PowerShot  S100 
Digital  ELPH™. 


•  Enhance  Your  Presen! 
The  Smallest*  2  meg: 

•  2X  Zoom  Lens,  USB  I 


XL1  Mini  DV 
3CCD  Camcorder. 


Create  Broadcast  Qua 
Interchangeable  Lens 
Full  Manual  Control. 


*  As  of  May  2000 
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g  kit,  but  it  takes  a  specialty  sys- 
contractor  to  integrate  the  control 
it  videoconferencing  system  with 
ng,  audio  and  video  systems  to 
e  a  seamless  communications 
inge.  As  companies  seek  more 
iced  solutions,  systems  integrators 
eed  to  facilitate  the  process. 

/hat  are  some  of  the  criteria 
determining  visual  display 
rements  in  an  oganization? 
PEL:  Companies  should  look  at 
things:  1)  the  communications 
)nment,  2)  the  types  of  information 
ganization  creates  and  consumes, 
:)  the  basics  of  good  human  commu- 
on.  Once  a  business  understands 
■when  and  where  it  needs  visual  dis- 
t  can  begin  to  zero  in  on  solutions. 
>ther  important  factor  to  consider  is 
jality  of  the  communications  expe- 
e.  In  print  communications,  for 
Die,  sometimes  newspaper-quality 
/vill  do  the  job,  while  other  times 
immunication  calls  for  higher  quali- 
fch  as  a  book  or  magazine.The  same 
ifor  electronic  visual  display.The 
I  —  


device  must  be  suited  to  the  information. 
Generally,  it  can  be  said  that  the  higher 
the  visual  quality,  the  deeper  and  richer 
the  communication  experience. 

Q:  Looking  down  the  road  a  few 
years,  what  can  we  expect  to  see 
in  display  technology  and  imple- 
mentation? 

PEPPEL:  I  think  we  will  see  compa- 
nies making  a  concentrated  effort  to 
put  displays  wherever  we  work,  learn 
and  play.  We  already  have  projection 
systems  that  are  attached  directly  to 
the  corporate  network  and  the  Internet 
without  a  computer  in  between.  We  are 
seeing  displays  with  increased  light 
output  and  ever-sharper  resolution. 
Portable  projectors  are  already  the  size 
of  a  hardback  book.  Midsize  devices 
have  the  resolution  and  light-emitting 
power  that  was  once  found  only  in 
projectors  the  size  of  a  coffee  table. 
Soon  we  will  see  displays  as  thin  as  a 
sheet  of  paper  and  headset  displays 
that  look  like  a  pair  of  reading  glasses. 
We  will  have  3D  and  virtual  reality 
displays  that  create  incredibly  realistic 


KPMG,  Executive  Briefing  Center 
Mountain  View,  CA 

images.  Right  now  tests  are  underway 
to  recreate  entire  environments  in 
a  process  called  telemersion.The 
point  here  is  that  the  technological 
innovation  will  never  stop. The  key 
question  is  how  well  we  will  adapt 
these  new  technologies  to  run  better 
businesses.  ■ 


This  Special  Advertising  Section  was 
created  and  produced  by  PBI  Media,  LLC. 

Written  by:  Robert  L.  Lindstrom, 
president  of  C60  Communications 
and  executive  director  of  the  Digital 
Exploration  Society.  He  is  author  of 
The  Business  Week  Guide  to  Multimedia 
Presentations  and  can  be  reached  at 
rlindstrom@digitalexplorers.com. 

Editorial  Offices:  701  Westchester 
Avenue,  White  Plains,  NY  10604 
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LV-7325 
1500  ANSI  lumens 


LV-7525  LV-5100 
2750  ANSI  lumens   Microportable  (5.95lbs.; 


Businesses  look  their  very  best  with 
Canon's  presentation  products.  The  world 
leader  in  quality  optics,  Canon's  family  of 
specialized  cameras  and  projectors  make  it 
easier  to  capture,  display,  and  project  high 
quality  images,  while  communicating  to  a 
wide  range  of  audiences  from  employees 
to  customers,  and  more.  Canon's  LV-Series 
projectors  feature  Turbo  Bright  System™ 
(7525,  7325)  and  True  Color  technology, 
while  the  LV-5100  is  Canon's  first 
microportable.  As  a  result,  these  projectors 
can  be  taken  almost  anywhere  and  used  in 
a  wide  variety  of  lighting  conditions,  while 
displaying  computer  images  and  video  with 
exceptional  color  quality  and  accuracy. 

For  more  information  see  your  dealer,  visit  us  online 
atwww.canon.com,  or  call  1-800OK-CANON. 


Canon 
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GRAND  ENTRANCE. 
The  stent  is  threaded  through 
the  body  to  the  clogged  artery 
on  a  balloon  catheter. 


PRECISE  , 
PLACEMENT. 
The  catheter  is 
positioned  in  the 
narrowed  area 
of  the  vessel. 


Cardiac  Comeback 

J&J  invented  the  stent,  then  lost  the  market.  Now  the  business  is  back  from  the  dead. 


BY  KATRINA  KELLER 

JOHNSON  &  JOHNSON  HOLDS 
the  dubious  honor  of  presid- 
ing over  one  of  the  steepest 
sales  slides  in  medical  device 
history.  In  1994  J&J  intro- 
duced the  coronary  stent,  a  revolution- 
ary device  for  propping  open  clogged 
arteries,  and  hit  annual  sales  of  half  a 
billion  dollars  in  just  two  years. 

Then,  as  quickly  as  it  had  created 
the  market,  J&J  lost  it.  It  angered  doc- 
tors with  high  prices,  ignored  demands 
for  better  technology  and  wrongly  as- 
sumed its  patents  would  stall  rivals. 
When  competitors  invaded  in  1997, 
doctors  were  only  too  happy  to  switch. 
J&j's  market  share  plummeted  from 
95%  to  5%  in  two  years;  annual  sales 
fell  from  $700  million  to  $200  million. 

"It  was  a  catalyst  and  a  wake-up 
call,"  says  Robert  Croce,  a  32-year  J&J 
veteran  and  the  chairman  of  its  Cordis 
medical-device  division.  Tapped  to  run 
it  in  1996,  he  presided  over  J&j's  stent 
stumble — and  now  is  bent  on  fixing  it. 

Coronary  stents  provide  less  than 
1%  of  J&j's  $29  billion  in  annual  rev- 
enue, but  gross  profit  margins  are  a 
hefty  80%,  and  company  pride  is  on  the 
line.  Croce's  comeback  plan  relies  on 
competitive  pricing,  a  bigger  sales  force 
(up  40%  to  130  people  since  1999)  and, 


most  critical  of  all,  new  stent  designs. 

In  six  years  J&J  had  introduced  only 
four  new  models.  By  contrast,  it  has  un- 
veiled two  new  entries  in  just  the  past 
ten  months,  and  this  month  won  regu- 
latory approval  for  a  third.  The  biggest 
breakthrough  is  still  to  come:  the  first 
drug-coated  stent  designed  to  avert  the 
glaring  weakness  of  current  devices — 
"restenosis,"  a  reclogging  of  the  artery 
in  25%  of  patients. 

By  some  estimates  the  drug-coated 
stent  could  hit  the  billion-dollar  sales 
mark  for  J&J,  which  would  be  a  more 
than  fourfold  increase  in  only  a  few 
years.  The  company  has  just  begun  a 
large-scale  clinical  trial  in  the  U.S.  and 
hopes  to  introduce  the  drug-coated  de- 
vice in  2003,  a  year  ahead  of  competi- 
tors pursuing  the  same  thing. 

The  stent,  a  tiny,  metal-mesh  tube 
no  larger  than  the  spring  in  a  ballpoint 
pen,  acts  as  scaffolding  inside  blood 
vessels,  preventing  the  life-threatening 
collapse  of  vessel  walls  (see  illustration). 

But  in  25%  of  cases  the  artery  clogs 
up  again  within  months  of  a  stent 
placement.  It's  what  recently  drove  U.S. 
Vice  President  Dick  Cheney  back  into 
the  hospital  for  further  treatment 
around  his  Guidant-made  stent.  The 
reclogging  occurs  because  the  body, 
viewing  the  stent  as  an  invader  or  an  in- 


jury, forms  scar  tissue  around  th< 
vice,  clumping  things  up  again 
hopes  to  block  that  process  by  em 
ding  a  time-released  medication  it 
stent's  outer  coat. 

Stents,  used  in  80%  of  the  85C 
angioplasties  (the  surgical  repa 
blood  vessels)  performed  in  the 
each  year,  drive  $1.4  billion  in  an 
sales  ($2.2  billion  worldwide).  Gui 
Corp.  currendy  holds  the  biggest  si 
at  44%.  In  the  past  year  J&j's  shan 
rebounded  to  20%,  but  Croce  v 
"My  team  has  one  real  goal  in  mine 
want  to  be  number  one." 

Stents  have  evolved  rapidly  s 
1994.  J&j's  original  stent  was  too  : 
to  reach  the  most  tortuously  cu 
blood  vessels  in  some  patients.  Gui 
came  up  with  a  new  flexible  versic 
October  1997 — and  grabbed  75( 
the  market  in  just  45  days.  Since 
stentmakers  have  altered  the  mi 
lurgy,  length  and  thickness  of  s 
wiring,  trying  to  achieve  the  ideal  b 
of  strength  and  flexibility  to  n 
smaller  vessels  and  hold  them  ope 

J&J's  Crown  stent,  introduce 
1998,  wasn't  flexible  enough  to  c 
on  with  doctors.  A  year  later  it  1 
again  with  the  CrossFlex,  but  it, 
was  seen  as  lacking  true  innoval 
The  company  finally  got  it  right 
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ie  balloon  is 
flated, 
:panding  the 
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ne,  when  it  introduced  the  flexible  Bx 
:locity  stent.  Its  design  boosted  J&J's 
are  from  7%  to  15%  in  three  months. 

Building  on  that  momentum,  J&J 
weiled  the  Velocity  Hepacoat  stent  in 
ovember.  Coated  with  a  blood  thin- 
;r  to  prevent  formation  of  dangerous 
bod  clots  in  cardiac  patients,  Hepa- 
at  now  drives  20%  of  J&J's  stent  sales, 
lis  model  doesn't  actually  release  a 
ug  into  the  bloodstream.  Instead,  the 
Dod  thinner  acts  like  graffiti-resistant 
lint,  stopping  clots  from  attaching 
iemselves  to  the  stent, 
j  J&J's  work  on  a  true  drug-coated 


stent  began  in  1996.  Its  researchers 
screened  800  compounds,  eventually 
settling  on  an  immunosuppressant 
called  Sirolimus  that  slows  cell 
growth.  J&I  coats  Velocity  stents  first 
with  a  polymer  and  then  with 
Sirolimus,  which  is  released  into  the 
bloodstream  over  60  days,  leaving  the 
polymer  coating  in  place. 

Drug-coated  devices  could  let  doc- 
tors treat  more  difficult  cases  in  which 
the  only  current  option  is  coronary  by- 
pass surgery.  Once  J&J  debuts  its  drug- 
coated  stent,  the  U.S.  market  could 

Stent  stumble:  Recovering 
from  it  is  a  matter  of  pnde 

for  J&J's  Robert  Croce. 


more  than  double  to  $3  billion  a  year 
within  three  years,  says  J. P.  Morgan 
Chase  analyst  Michael  Weinstein.  The 
technology  also  could  boost  J&J's  prof- 
its. Stent  prices  decline  1 0%  a  year  and 
now  run  an  average  of  $1,300;  the  new 
gadget  could  sell  for  $3,200. 

In  an  early  trial  45  patients  in  Eu- 
rope and  Brazil  received  J&J's  new  stent 
and  were  tracked  for  6  to  12  months. 
Remarkably,  none  of  them  developed 
restenosis,  which  typically  occurs 
within  six  months  of  stent  placement. 
In  February  J&J  launched  a  U.S.  trial  in- 
volving 400  patients  at  55  sites  nation- 
wide, and  eventually  it  hopes  to  track 
1,100  recipients. 

Competitors  are  in  hot  pursuit, 
trying  out  compounds  that  kill  cells 
rather  than  slow  their  growth.  Boston 
Scientific  is  running  trials  in  Europe 
of  a  drug-bearing  stent.  Guidant 
hopes  to  receive  approval  this  spring 
for  similar  trials.  By  the  time  they  all 
catch  up,  J&J  hopes  to  have  already  re- 
sponded to  doctors'  critiques,  tweak- 
ing its  new  stent  before  rivals  have 
even  entered  the  market. 

Moreover,  it  turns  out  J&J's  patents 
may  hold  up,  after  all.  In  November  it 
won  a  patent-infringement  case  against 
Medtronic  in  U.S.  District  Court,  land- 
ing $271  million  in  damages.  In  De- 
cember it  won  a  $324  million  judg- 
ment  against   Boston  Scientific. 
Medtronic  is  weighing  its  options, 
and  Boston  Scientific  hopes  to  per- 
suade a  judge  to  set  aside  its  verdict. 

J&j's  Croce  says  the  company 
will  continue  to  sue  any  infringers, 
but  he  is  more  focused  on  innova- 
tion and  responding  to  customers. 
Says  he:  "We'll  never  get  compla- 
cent again."  F 
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B  o  0  K  s  |  Asfrobiologists 
believe  complex  life  exists 
throughout  the  universe.  All 
we  have  to  do  is  look  harder. 

BY  SUSAN  ADAMS 

UNCLE  MARTIN,  NO.  Mi- 
croorganisms, almost 
certainly  yes.  That's 
now  the  view  of  main- 
stream science,  reports 
British  astrophysicist  David  Darling 
in  his  new  book,  Life  Everywhere 
(Basic  Books,  $26).  Darling  says  sci- 
entists are  increasingly  confident  that 
life  exists  in  space.  The  only  question 
is:  What  kind? 

Over  the  decades  enthusiasm  about 
extraterrestrial  life  has  waxed  and 
waned.  After  the  Viking  landers  failed 
to  find  life  on  Mars  in  1976,  the  scien- 
tific consensus  was  one  of  skepticism 
that  bordered  on  ridicule.  But  in  the 
early  1990s  the  tide  slowly  began  to 
turn,  and  a  new  scientific  discipline,  as- 
trobiology,  was  spawned.  NASA  formed 
its  Astrobiology  Institute  in  1998  to 


focus  exclusively  on  researching  life  in 
outer  space. 

A  recent  series  of  discoveries  has 
pushed  scientists  to  shift  their  thinking 
dramatically.  Right  here  on  Earth,  sur- 
prisingly hardy  life-forms  have  been 
found  inside  hot  underground  rocks, 
around  scalding  volcanic  vents  at  the 
bottom  of  the  ocean,  in  desiccated 
Antarctic  valleys  and  deep  beneath 
polar  ice.  Most  of  these  newly 
discovered  species  are  micro- 
scopic, but  genetic  studies  sug- 
gest they  are  also  extremely  an- 
cient, implying  life  on  Earth  may 
have  originated  in  areas  formerly 
thought  inhospitable. 

If  life  can  originate  in 
such  dark,  subterranean 
hells,  then  life  elsewhere  in  the  cosmos 
appears  that  much  more  possible.  All 
that's  needed,  apparently,  is  an  energy 
source,  some  sort  of  carbon-based  ma- 
terial and  a  bit  of  water.  The  first  two 
are  plentiful  in  outer  space,  and  mount- 
ing evidence,  like  recent  photographs  of 
Mars  and  Jupiter's  moon  Europa,  sug- 


gests that  water  is  plentiful  as  well. 

Just  the  right  mixture  to  prod 
little  green  men?  Probably  not.  1 
year  a  couple  of  scientists  at  the  Uni 
sity  of  Washington  fired  a  salvo  at 
notion  that  complex  life  is  comn 
anywhere  but  here.  In  a  popular  b 
called  Rare  Earth,  paleontolo 
Peter  Ward  and  astronomer  D 
aid  Brownlee  laid  out  a  j 
simistic  hypothesis.  Scient 
will  eventually  find  widespr 
evidence  of  simple,  microbial 
they  theorized,  but  complex  j 
mal  or  plant  life  will  prove 
tremely  rare.  The  Earth  is 
too  unusual  a  place,  they 
sisted,  with  its  stable  oi 
nearby  moon,  watery  s 
face,  plate  tectonics  and  unique  p 
tion  in  the  galaxy. 

Darling,  who  earned  a  Ph.D.  in 
tronomy  from  the  University  of  M 
Chester  and  has  penned  seven  well 
garded  science  books,  disagrees, 
he  reports  that  the  majority  of  astn 
ologists  do,  too.  In  Life  Everywhen 


After  the  Viking  landers  failed  to  find  life  on  Mars,  the  scientific  consen 
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fers  a  strong  countervailing  note  of 
timism,  supported  by  most  astro- 
Dlogists'  view  of  evolution:  Life  on 
rth  has  demonstrated  a  tendency  for 
er-greater  complexity.  So  why 
tuldn't  life  in  outer  space? 
For  now,  Darling's  theories  amount 


has  an  ocean  beneath  its  icy  crust,  with 
tidal  heating  providing  a  likely  energy 
source.  Colliding  asteroids  and  comets 
would  have  delivered  plenty  of  organic 
matter.  What  forms  of  life  might  have 
taken  shape  in  that  subterranean  sea? 
Some  scientists,  giving  their  imagina- 


well-educated  guesswork, 
e    bottom    line — as  of 


Hey  there,  lonely 
Earth:  Jupiter's 
moon  Europa; 

•  1 — is  that  the  only  sort  of  signs  of  water  on 

scientists  have  a  good  shot   Mars— traces  of 

verifying  is  monocellular  Mart,an  lakes: 
[  •  gullies. 

tena. 

While  Darling's  book  was  at  the 
titer  in  late  February,  two  teams  of 
>A  scientists  published  new  analyses 
1 4.5-billion-year-old  Martian  mete- 
e.  The  brick-size  rock,  discovered  in 
arctica  15  years  ago,  contains  mag- 
(ic  crystals  that  appear  identical  to 
roscopic  crystals  produced  by  some 
lily  bacteria.  Only  living  organisms, 
¥  argue,  could  have  formed  the  crys- 
'  long-chain  structures.  Perhaps. 
|:ics  contend  the  crystals  could  have 
in  formed  by  some  other  mecha- 
>n  not  requiring  life,  such  as  chemi- 
uction. 

Mars,  though,  is  far  from  being  the 
/  test  case  for  life  in  the  cosmos.  As- 
mologists  are  optimistic  about  Eu- 
i,  one  of  Jupiter's  four  large  moons, 
pecember  1995  the  space  probe 
iileo  showed  that  Europa  probably 


tions  free  rein  (and  extrapolat- 
ing from  Earth's  own  sea  crea- 
tures),     have  suggested 
filter- feeders,  such  as  whales. 
Bacteria  or  good  old  slime  are 
more  likely. 
Beyond  our  solar  system,  researchers 
are  rapidly  discovering  previously  un- 
known planets.  The  possibilities  there  are 
endless,  insists  Darling.  "Billions  upon 
billions  of  worlds  are  out  there,  many  of 
them  surely  teeming  with  life,"  he  writes. 
"Within  two  decades  we'll  be  able  to 
point  to  some  stars  in  the  night  sky  and 
say,  'There  live  other  creatures.' " 

Darling's  book  is  a  bit  heavy  on  this 
sort  of  enthusiastic  speculation.  But 
even  if  single-celled  organisms  are  all 
we  can  manage  to  discover  in  the  fore- 
seeable future,  Darling  is  eloquent 
about  the  ways  in  which  such  findings 
are  now  changing  how  we  think  about 
our  own  existence.  Astrobiology  offers 
a  whole  new  paradigm  for  the  concep- 
tion of  life  on  Earth.  We're  beginning  to 
realize  that  what  took  place  here  may 
not  be  so  special.  F 


Dates  in  Space 

Mark  your  calendar.  Here  are 
mankind's  next  big  chances  to 
say  how-do  to  foreign  life. 


November  2QQI 


Data  should  start  arriving  from 
NASA's  next  Mars  probe,  2001  Mars 
Odyssey  (named  with  a  nod  to  the 
Kubrick/Clarke  film  and  novel),  set 
to  launch  in  early  April.  Odyssey  is 
an  orbiter,  equipped  to  tell  us  about 
the  mineralogy  and  surface  chemi- 
cal makeup  of  the  red  planet. 


Late  2003  to  Early  2004  

Beagle  2  (named  after  Darwin's 
ship),  a  small  British-built  robotic 
probe,  will  land  on  Mars  after  piggy- 
backing a  ride  on  the  European 
Mars  Express  orbiter.  Beagle  2  will 
drill  out  soil  samples,  sniff  the  Mar- 
tian atmosphere  and  beam  its  data 
back  to  Earth. 


2006 


one  of  skepticism  that  bordered  on  ridicule. 


NASA  proposes 
to  launch  Kepler, 
a  device  that  will 
orbit  the  Earth  for 
four  years  and 
monitor  the  light 
from  100,000 
stars  in  an  effort 
to  locate  as-yet- 
undiscovered 
Earth-like  planets. 


-S.A. 
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Branded  Broadway 

T  H  E  A  T  E  R  |  Mel  Brooks'  The  Producers  lifts  the  curtain  on  a  socko 
phenom  in  entertainment:  stage  shows  recycled  from  Hollywood. 


BY  DEBORAH  GRACE  WINER 

SHOWGIRLS  IN  PRETZEL  PASTIES. 
Chorus  boys  pirouetting  in 
swastika  formation,  a  la  Busby 
Berkeley.  Nazis  singing  "Spring- 
time for  Hitler."  Isn't  all  this  schtick 
from  Mel  Brooks'  classic  1968  movie 
The  Producers7.  Close.  These  are  scenes 
from  The  Producers,  the  New  Mel  Brooks 
Musical,  the  monster  hit  slated  to  open 
on  Broadway  on  Apr.  19. 

In  Hollywood,  exploiting  audience 
deja  vu  has  been  a  staple  of  the  enter- 
tainment business  for  years.  There  was 
once  great  material  to  appropriate, 
like  South  Pacific  or  My  Fair  Lady. 
Now  the  food  chain  is  running  in  re- 
verse: Broadway  is  spinning  celluloid 
hits  into  bankable  theater.  Just  print- 
ing the  words  The  Producers  in  ads  set 
off  a  stampede  to  the  box  office. 


runs.  And  though  Saturday  Night  Fever 
and  Footloose  have  now  closed,  a  lavish 
new  version  of  The  Rocky  Horror  Show 
re-creates  the  movie  onstage  (ironically, 
Rocky  Horror  was  a  show  before  it  was  a 
movie,  but  it's  the  movie  that  has 


Nathan  Lane  and  Matthew  Broderick 
(above)  reprising  the  roles  played  by  Zero 
Mostel  and  Gene  Wilder  in  The  Producers. 


show  rang  up  $13  million  in  ticket 
sales  before  opening  in  New  York. 

The  season's  other  big  Broadway 
musical,  The  Full  Monty,  is  based  on  the 
1997  film  about  unemployed  British 
steelworkers  whose  financial  straits  drive 
them  to  take  it  all  off.  Also  new  to  the 
stage  is  SeussicaL  a  lift  from  the  cartoons, 
TV  shows  and  movies  inspired  by 
Theodor  Geisel's  books.  Disney's  live 
productions  of  Beauty  and  the  Beast  and 
The  Lion  King  continue  their  Broadway 


The  engine  driving 
this  trend  is  smart 
marketing— a 
silver  bullet  that  can 
neutralize  bad  reviews. 

inspired  the  current  musical). 

It  makes  good  commercial  sense  to 
recycle  a  brand  that  audiences  will  rec- 
ognize, since  it  costs  around  $10  mil- 
lion to  mount  a  Broadway  musical. 
That's  why  many  shows  today  number 
big  movie  studios  like  Universal  and 
Fox  among  their  producers. 


Yet  a  transplant  from  screen  to  s 
is  anything  but  a  sure  thing.  What  w< 
for  the  panorama  of  film  can  be  a  di 
ter  when  crammed  onto  a  small  st 
Further,  giving  new  life  to  belo 
movies  creates  a  conflict  for  the  di 
tor,  who  must  invent  a  fresh  the 
work  while  preserving  enough  of 
original  incarnation  so  as  to  not  torp 
the  audience's  loaded  expectations. 

For  The  Producers,  Mel  Brc 
adapted  his  own  Oscar-winning  sen 
play  about  a  down-c 
out  Broadway  prod 
and  his  accountant  < 
try  to  defraud  their 
gels  by  selling  25,0( 
of  a  sure-fire  flop- 
wrote  the  song  "Spr 
time  for  Hitler"  for 
film,  rhyming  "fa 
pace"  with  "ma 
race."  Similarly,  The 
Monty  was  adaptec 
Terrence  McNall) 
leading  playwright  (I 
ter  Class),  who  tr; 
ferred  the  story  f 
Sheffield,  England  tc 
steel  mills  of  Buffalo 
Smart  marketir 
the  engine  driving 
Hollywood-to-Broac 
trend — a  silver  bulk 
powerful  it  can  neu 
ize  bad  reviews.  The 
the  critics  haven't  fallen  all  over  Se 
cal  ticket  sales  haven't  slumped,  th; 
in  part  to  an  eye-popping  Web 
(Seussical.com)  with  a  link  to  Univi 
Studios,  one  of  the  show's  produi 
Talk-show  hostess  Rosie  O'Donnell' 
fusive  praise  and  brief  stint  as  the  C 
the  Hat  didn't  hurt,  either. 

Broadway  is  thriving,  with  am 
sales  surpassing  $1  billion,  if  you 
elude  national  tours.  And  that's 
you  can  expect  more  of  these  safe, 
original  productions — from  71 
oughly  Modern  Millie,  a  stage  versio 
the  1967  jazz  age  film  spoof  that  sta 
Julie  Andrews  and  Mary  Tyler  Mo 
to  a  'toon-to-flesh  version  of  Disn 
The  Little  Mermaid. 
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THOUGHTS 

On  the  Business  of  Life 


T  T 

^ m^M  ow  or  why  New  Jerseyites  voted  to  permit  gambling  in  Atlantic  City  I  don't  under- 
stand. As  if  the  state  didn't  already  have  in  residence  enough  nationally  eminent 
JLm  mMLm  crooks,  gangsters  and  Families.  Unquestionably,  there's  going  to  be  many  a  $million 
made  as  Atlantic  City  begins  to  rival  Las  Vegas.  If  Uncle  Sam  is  alert,  he  may  get  some  of  his  share 
from  the  Take.  But  you  can  bet  your  boots  that  in  most  cases  what's  left  over  for  the  shareholders 
when  the  operators  are  through  will  be  skim-slim  pickin's.  — MALCOLM  S.  FORBES  (1978) 


/  have  a  notion  that  gamblers  are  as 
happy  as  most  people,  being  always 
excited;  women,  wine,  fame,  the  table, 
even  ambition  sate  now  and  then,  but 
every  turn  of  the  card  and  cast  of  the 
dice  keeps  the  gambler  alive — besides, 
one  can  game  ten  times  longer  than 
one  can  do  anything  else. 

—LORD  BYRON 


Someone  once  asked  me  why  women 
don't  gamble  as  much  as  men  do,  and  I 
gave  the  commonsensical  reply  that  we 
don't  have  as  much  money.  That  was 
a  true  but  incomplete  answer.  In  fact, 
women's  total  instinct  for  gambling 
is  satisfied  by  marriage. 

—GLORIA  STEINEM 


The  only  man  who  makes  money 
following  the  races  is  the  one  who 
does  so  with  a  broom  and  shovel. 

—ELBERT  HUBBARD 


J  do  not  call  a  gamester  a  dishonest 
man;  but  I  call  him  an  unsocial  man, 
an  unprofitable  man.  Gaming  is  a 
mode  of  transferring  property  without 
producing  any  intermediate  good. 

—SAMUEL  JOHNSON 


Man  is  a  gaming  animal. 

—CHARLES  LAMB 


Nothing  is  sacred  to  a  gamester. 

—BERNARD  JOSEPH  SAURIN 


There  are  two  great  pleasures  in  gam- 
bling: that  of  winning  and  that  of  losing. 

—FRENCH  PROVERB 


The  world  is  the  house  of  the  strong. 
I  shall  not  know  until  the  end  what  I 
have  lost  or  won  in  this  place,  in  this 
vast  gambling  den  where  I  have  spent 
more  than  sixty  years,  dicebox  in  hand, 
shaking  the  dice. 

—DENIS  DIDEROT 


Money  goes  to  the  gambling  house 
as  criminals  go  to  execution. 

—CHINESE  PROVERB 


Tlie  best  throw  of  the  dice 
is  to  throw  them  away. 

—ENGLISH  PRO\ 


A  real  gentleman,  even  if  he  loses  m 
thing  he  owns,  must  show  no  emotk 
Money  must  be  so  far  beneath  a  gen 
man  that  it  is  hardly  worth  troublin 
— FYODOR  DOSTOYE\ 


A  hundred  drunkards  are  better 
than  one  gambler. 

—MOROCCAN  PRO\ 


Never  give  a  sucker  an  even  break. 

— W.C.  FI1 


A  Text... 

If  the  iron  be  blunt,  and  he  do 
whet  the  edge,  then  must  he  pi 
more  strength:  but  wisdom  is 
profitable  to  direct. 

— ECCLESIASTES 
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TheNewQ.com/340horsepowerV8 

A  performance-bred,  4.5-liter  V8  engine.  0-60  mph  in  an  exhilarating  5.9  seconds' 
The  most  powerful  V8  in  its  class."  The  QA5  is  quick.  By  anyone's  standard. 


TheNewQ.com/WorldsMostPowerfulHeadlights 

Seven  individual,  optically  tuned  lenses  focus  the  Q45's  high-intensity  xenon  beams 


more  powerfully  than  any  other  headlight  in  the  world.  See.  And  be  seen. 


I  N  F  I  N  I  T  I 


In  the  Internet  economy,  treating  each  of  your  customers  like  your  only  customer  every  step  of  the  way  is  finally  possible.  It 
begins  with  putting  your  customer-care  functions  on  the  Internet. This  enables  you  to  gather  the  kind  of  strategic  information 
about  your  customers  that  helps  you  understand  many  of  the  realities  of  their  business  before  they  do.  Imagine  if  you  could 
develop  products  and  services  for  your  customers  before  they  asked  for  them.  Use  the  Internet  to  create  a  responsive, 


Treat  each  customer  like  your  only  customer. 

Discover  all  that's  possible  on  the  In 


Mo-way  dialog  with  your  customers  which  will  prove  vital  to  their  success.  At  Cisco,  customer-care 
lalutions  saved  us  over  $500  million.  Whether  you  manage  your  own  network,  or  use  a  service  provider 
JJth  a  Cisco  Powered  Network  {  QCisCO  we  can  help  you  build  a  one-to-one  dialog  between  you  and 
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"These  lead  companies 
are  scumbags." 
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Killer  Lawyers 

Turning  Lead  Into  Gold 

Ronald  Motley  wrung  dollars  out  of  tobacco 
and  asbestos.  Now  he's  going  after  paint. 

By  Michael  Freedman 
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Yo  u  neve 

actually  own  a  Patek  Philippe 
Yo  u  merely 

take  care  of  it    for  the  next  generation 


Annual  Calendar 
by  Patek  Philippe 


For  information:  Patek  Philippe,  Dept.  904,  One  Rockefeller  Plaza,  New  York,  New  York  10020.  Tel:  (212)  218  1240.  www.patek.. 
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1.  For  hard  drives,  GB  means  1  billion  bytes;  accessible  capacity  varies  with  operating  environment.  2.  For  hard  drives,  TB  means  1  trillion  bytes.  These  devices  have  not  been  approved  by  the  Federi 
Commission  for  use  in  a  residential  environment.  These  devices  are  not,  and  may  not  be,  offered  for  sale  or  lease,  or  sold  or  leased  for  use  in  a  residential  environment  until  the  approval  of 
obtained.  Intel,  the  Intel  Inside  logo  and  Pentium  III  are  registered  trademarks  of  Intel  Corporation.  UNIX  is  a  registered  trademark  of  The  Open  Group.  Microsoft  is  a  registered  trademark  of  Mici 
Macintosh  is  a  registered  trademark  of  Apple  Computer,  Inc.  Dell,  PowerVault  and  the  Dell  logo  are  registered  trademarks  of  Dell  Computer  Corporation.  ©2001  Dell  Computer  Corporation.  A! 


Dell  I  PowerVault  735N  Storage 


How  easy  is  it  to  grow  your  storage 
capacity  with  Dell?  The  easy  to 
install,  cost  effective  PowerVault 
735N  Network  Attached  Storage 
(NAS)  unit  delivers  reliable  and 
scalable  storage.  It's  as  simple  as 
one,  two. ..well,  you  get  the  point 
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New  Plug  and  Go 
Rack-Dense  Storage 

•  Little  Big  Iron: 

It's  2U  tall  and  delivers  up  to  144GB1 
of  internal  storage  scaling  up  to 
1.44TB2  with  external  storage  using 
Intel®  Pentium®  III  processors. 

•  Plug  and  Go: 

Heterogeneous  file  sharing  that  can 
support  Microsoft,®  UNIX,®  Linux,® 
Novell,®and  Macintosh®  Operating 
systems  in  as  little  as  15  minutes. 

•  Easy  Manageability: 
Customize  your  PowerVault™  735N 
from  any  remote  location  with  the 
easy  web-based  administration  tool. 

•  ActiveArchive: 

Create  and  preserve  point-in- 
time  volume  images  instantly  or 
schedule  in  advance. 

•  Buy  it: 

At  WWW.DELL.COM 
or  call  1-800-508-DELL 


D0LL 


Instant  storage,  made  easy  with  Dell 


800.508.DELL 
WWW.DELL.COM 
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Best  Bosses  for  the  Buck 

If  you're  the  shareholder  of  a  com- 
pany, there  can  be  few  things  more 
infuriating  than  when  your  stock 
price  is  down  but  the  chief  executive's 
compensation  is  up.  Yet  some  execu- 
tives are  underpaid  in  relation  to  the 
value  they  bring  to  their  companies. 
Forbes.com  looks  at  several  perfor- 
mance yardsticks  and  identifies  bosses 
who  do  the  most  for  the  least  reward. 

The  leader  in  terms  of  pure  num- 
bers is  Warren  Buffett.  He  draws  a 
salary  of  only  $100,000  per  year,  but 
his  one-third  stake  in  Berkshire  Hath- 
away makes  him  one  of  the  world's 
.    '  XT  ii-  Warren  Buffett:  Can  afford  a  low  salary, 

richest  men.  Next  on  our  value  list 

comes  K.S.  Adams  Jr.,  owner  of  the  Tennessee  Titans  football  team  and  head 
of  Houston-based  Adams  Resources  &  Energy.  Rounding  out  the  top  five  in 
value-for-money  are  SanDisk's  Eli  Harari,  Biomet's  Dane  Miller  and  SEI 
Investments  Alfred  R  West  Jr. 

For  the  complete  list  visit  www.forbes.com/valueceos.  — Matthew  Herper 


Most  Expensive  Beach  Houses 

For  the  golden-pail-and-shovel  set,  multimillion-dollar  beach  houses  are 
the  ultimate  status  symbol.  Those  people  fortunate  enough  to  stake  out 
their  own  private  view  of  the  ocean  have  always  known  that  prime  beach- 
front property  doesn't  come  cheap,  but  the  palatial  dwellings  on 

Forbes.com's  list  of  the  Most  Expensive 
Beach  Houses  in  America  make  all  other 
places  look  like  a  drop  in  the  ocean. 

Prices  start  at  $7.5  million  for  a  Maine 
beach  home,  scaling  up  to  $75  million  for  a 
six-master-bedroom  abode  in  Palm  Beach. 

For  photos  and  more  information 
on  these  exclusive  properties,  visit 
Sand  castle:  Even  the  air  smells  rich  at  www.forbes.com/topbeachhomes. 
this  $45  million  Southampton  estate.  — Felicia  Paik 


New@Forbes.com 

Earnings  Calendar 

Eavesdrop  on  live  conferenc 
calls  between  company 
executives  and  Wall  Street 
analysts  and  more:  www. 
forbes.com/earningscalenda 
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spreading  shareholder-^ 
movement  threatens  deca 
of  cronyism  and  lax  financ 
disclosure  laws. 

COLUMNISTS:  Commercial-F 
Conundrum  John  C.  Dvorak 
if  new  video  recording  dev 
from  TiVo  and  Microsoft,  wl 
let  viewers  tape  TV  progn 
and  later  bypass  commercial 
any  different  from  downloac 
free  music  off  the  Internet. 

INVESTING:  Ten-Worst  Value  Fu 
Originally  intended  to  pro\ 
investors  with  a  safe  bet  in  rc 
times,  value  funds  average 
dismal  -3.7%  return  for  the 
quarter.  For  the  worst  oi 
www.forbes.com/valuefund. 
EHICLES:  The  Fastest  Car  Yoi 
Never  Heard  Of  The  Qvale  M 
gusta  has  the  pedigree  o 
Ferrari  and  the  parts  of  a  F< 
Only  200  of  the  $70,000  car 
made  per  year,  but  car  bi 
around  the  world  are  tryinj 
get  their  hands  on  one. 
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The  Sugar  Cartel  and  the  Doctor  Cartel  v 

heard  an  earful  lately  from  protesters  demonstrating  a£ 
free  trade.  It's  time  we  heard  from  the  other  side:  a  bun 
consumers  staging  a  noisy  protest  against  protectionism, 
a  group  might  take  inspiration  from  two  articles  in  this  u 
One,  by  Daniel  Fisher  on  page  64,  discusses  the  bankn 
of  a  sugar  company.  The  other,  by  Chana  R.  Schoenberg 
page  90,  details  the  struggle  of  an  offshore  vendor  of  M.I 
grees  called  Ross  University  to  crack  the  U.S.  market.  Twc 
different  illustrations  of  the  first  law  of  cartels:  The  onl) 
cessful  ones  are  the  ones  enforced  by  the  government. 

No  defense  can  be  made  of  our  country's  corrupt  i 
laws.  They  cheat  consumers  out  of  billions  and  waste  u 
energy  by  having  beet  farmers  in  frigid  northern  state: 
place  sugarcane  growers  near  the  equator. 

The  laws  on  medical  licensure — which  include  in 
barriers  analogous  to  the  ones  that  keep  Brazilian -grown 
sugar  off  the  dinner  table- — are  tougher  to  argue  agains 
don't  want  back-alley  butchers  providing  substandard  ca 
mustn't  we  have  strict  regulation  of  medical  training,  e' 
that  means  a  shortage  of  doctors? 

The  economist  Milton  Friedman  makes  the  case  th 
must  not.  In  an  eloquent  essay  published  39  years  ago  in 

italism  and  Freedom,  he  ai 
that  patients  would  be  better 
we  opened  the  medical  profe 
to  all  comers.  Friedman  disn 
as  hypocrisy  the  protestatio: 
physicians  that  their  rules  are 
tivated  by  a  desire  to  protec 
patient,  rather  than  to  restrid 
ply  and  prop  up  their  incc 
Here's  his  acerbic  take  on 
matter:  "The  pressure  on  thi 
islature  to  license  an  occup 
rarely  comes  from  the  memb 
the  public  who  have  been  mulcted.  On  the  contrary,  the 
sure  invariably  comes  from  members  of  the  occupatk 
self.  Of  course,  they  are  more  aware  than  others  of  how  i 
they  exploit  the  customer,  and  so  perhaps  they  can  lay  i 
to  expert  knowledge." 

What  would  free-market  medicine  look  like?  Nurses 
peting  (on  price  and  quality)  with  physician's  assistants 
peting  with  second-rate  doctors  from  Ross  competing  with 
rate  doctors  from  prestigious  schools.  A  repeal  of  all  lice 
laws  in  favor  of  a  single  law  demanding  that  practitione: 
$10  million  in  malpractice  coverage.  And  fewer  people  g< 
the  most  substandard  care  of  all — not  being  able  to  affor 
medical  care. 

E  D  I  T( 


Milton  Friedman 
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Brand  Awareness 

The  enthusiasts  who  create  cult 
brands  are  not  the  problem  ("Cult 
Brands,"  Apr.  16,  p.  198).  They  pose 
no  greater  threat  to  cult  brands  than 
the  dissidents  and  activists  who  create 
Web  sites  frequently  attacking  and  ex- 
posing the  big  brands.  The  biggest 
threat  to  a  cult  brand  is  when  man- 
agement loses  sight  of  the  brand's  au- 
thentic core  and  abandons  it  to  follow 
something  that  is  the  antithesis  of 
what  made  the  brand  great. 

If  Krispy  Kreme  emulates  Star- 
bucks, it  will  certainly  lose  its  shine 
and  appeal — that  goes  beyond  alien- 
ating a  cult  following  and  puts  it  at 
risk  of  losing  market  differentiation. 
That  doesn't  mean  that  Krispy  Kreme 
can't  evolve  and  take  a  page  or  two 
from  the  Starbucks  book,  it  just  has  to 
do  so  in  Krispy  Kreme  style.  It  can't 
feel  like  a  rip-off  of  the  imposing  Latte 
Land  giant.  Growth  doesn't  have  to 
alienate  brand  loyalists. 

CAREY  EARLE 
Chief  Executive  Officer 
Harvest  Consulting  Group 
New  York,  N.Y. 

Picture  Problem 

I  was  about  to  enter  a  buy  for  BP 
Amoco  stock  until  I  read  the  story 
again  ("Going  Deep,"  Apr.  2,  p.  110).  I 
do  not  make  hip-shot  decisions,  but  I 
realized  Sir  John  Browne  had  indi- 
cated his  appreciation  for  the  photos 
of  Robert  Mapplethorpe.  An  abomi- 
nation. Until  Browne  retires,  I  will 
never  consider  a  purchase  of  his  com- 
pany's stock. 

TOM  PARKINSON 
Sanford,  N.C. 

The  photographs  in  question  depict 
flowers.  — ED. 

Espousing  Experience 

I  had  to  chuckle  to  myself  when 
reading  "Premature  Ascension" 
("On  Your  Mind,"  Apr.  16,  p.  34). 
The  brashness  of  youth  screams  out 
from  these  profiles.  Anyone  who 


Leading  by  Fear 

Perfect  Commerce's  chief  exec 
utive  officer,  Kevin  Surace 
couldn't  be  more  shortsighte 
("Fear.com,"  Apr.  16,  p.  108).  A 
the  rate  he  is  firing  his  employ 
ees,  he'll  practically  be  a  com 
pany  of  one  in  about  six  year; 
Fear  is  a  lousy  motivator.  Doe 
he  think  that  Claudia  Daki: 
does  her  best  work  on  Sunda 
nights  with  her  14-month-ol 
daughter  running  around  th 
office,  just  so  that  he  can  se 
that  Claudia's  e-mail  has  an  ofl 
hours  date  stamp? 

Playtime  may  be  over  in  Si] 
icon  Valley,  but  what  goe 
around  comes  around.  Whe: 
the  economy  shifts  back — an> 
it  will  shift  back — Perfect  Com 
merce  will  be  in  for  a  rud 
awakening  as  its  employee 
leave  for  more  sane  work  envi 
ronments.  Companies  shoul 
recognize  that  the  need  to  buil 
loyalty  doesn't  disappear  durin 
market  fluctuations. 

Check  back  with  Daki] 
when  the  market  improves,  am 
see  if  she  is  still  willing  to  pos 
at  her  boss'  feet.  If  she's  smari 
she'll  realize  that  Surace  ha 
been  playing  her  and  her  col 
leagues  for  fools. 

ALAN  SHERMAI 
Lexington,  Mas: 
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When  you  stay  at  The  Waldorf  Towers,  everything  is  at  your  disposal 
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makes  himself  a  self-procl 
executive  officer  by  starting 
that  promptly  goes  bankru 
doesn't  have  the  maturity 
insight  into  what  it  takes 
Nobody  joins  the  military 
and  nobody  joins  a  cor 
CEO  without  some  proven 
While  it's  more  fun  to  lead 
being  a  follower  has  mai 
also.  These  folks  should  g< 
reality  and  realize  it  is  exp< 
a  title,  that  counts. 

CRAIG 
West  Palm 

Lining  Their  Pockets 

Your  recent  article  regard 
tions  ("Billion-Dollar  Blul 
p.  62)  hit  the  nail  on  the 
suits  today  are  normalb 
product  malfunction  or 
ing  a  person  "whole"  ag; 
accident. 

Rather,  class  suits  are  ol 
legally  extort  millions  o 
legal  fees  for  lawyers  an 
plaintiffs  with  pennies  o 
Lawyers  are  looking  out  fo 
their  bank  accounts. 

San 

Drug  Bust 

There  were  two  errors 
Smarts"  (Apr.  16,  p.  172) 
stated  that  the  Duane  Read 
chain  was  so  named  beca 
store  was  located  at  the 
Duane  and  Reade  streets  in 
The  store  is  on  Broadway, 
those  two  streets.  We  sai< 
pany's  bonds  are  Bbb;  Mc 
them  B3. 

Search  Engine  Versus 

In  "Fifteen  Minutes  of  Fa 
p.  234)  we  said  that  Cam! 
based  Akamai  Technologie 
search-engine  technology, 
company  provides  services 
Web  sites  deliver  data  faster 


Send  e-mail  to 
Letters  will  be  edited, 
address  and  phone  num 


MONEY  IS  NOT  THE  END  OF  WORRY 
IT  IS  THE  BEGINNING. 


Face  it. 

You  worked  your  whole  life  to  feel  comfort- 
able, and  here  you  are  feeling  decidedly  otherwise.  You 
have  more  dependents,  more  possessions,  more  invest- 
ments, more  taxes,  more  responsibilities,  and  more  to 
lose.  Yet  still  you're  expected  to  fight  your  way  through 
a  zillion  e-mails  and  voice  mails  each  day,  just  trying 
to  hang  on  to  your  sanity,  your  ideal  weight  and  your 
quality  time  with  your  family. 


"Welcome"  to  affluent  individuals  and  families.  We 
don't  try  to  be  all  things  to  all  people:  we  only  deal 
with  the  wealthy.  Which  means  our  proprietary  invest- 
ment research  and  collective  market  acumen  are 
entirely  devoted  to  your  specific  needs  rather  than 
merely  adapted  to  them. 

Our  experts  in  financial  and  estate  planning, 
investment  management,  and  private  banking,  create  a 
unique  plan  for  you  that  aims  to  preserve  and  enhance 


"EVERYONE  THINKS  WE  LEAD  THIS  CHARMED  LIFE,"  you  sigh,  "great 
jobs,  a  wonderful  house,  private  schools.  They  don't  see  the  flip  side.  The 
long  conversations  about  how  the  money  will  impact  our  lives,  the  lives  of 
our  kids  and  maybe  one  day,  their  kids,  too." 


The  burden  of  wealth  is  something  few  under- 
stand unless  it  actually  rests  on  their  shoulders.  How 
can  you  explain  to  other  people  the  fear  that  your 
children  might  never  need  to  work?  Or  the  incredible 
pressure  of  trying  to  protect  a  lifetime's  worth  of 
missed  weekends  and  vacations?  And  then,  of  course, 
who  would  believe  all  that  money  could  be  anything 
other  than  a  blessing? 

We  would.  And  it's  not  a  claim  we  make  light- 
ly. For  nearly  150  years,  U.S.  Trust  has  been  saying 


your  hard-won  achievements.  So  that  instead  of  being 
reactive  to  market  fluctuations,  your  future  can  rest  on 
long-term  tax-intelligent  strategies  that  have  experi- 
enced more  than  a  few  ups  and  downs  since  1853. 

Who  knows,  you  might  just  start  worrying  a 
little  less  about  your  money  and  having  fun  with  it  a 
little  more.  After  all,  isn't  that  why  you  earned  it  in  the 
first  place? 

For  more  information,  please  call  i-soo-ustrust 
or  visit  our  web  site  at  www.ustrust.com. 


U.S.TRUST 

WELCOME. 


Non-deposit  investment  products  are  not  FDic-insured  or  bank  guaranteed  and  are  subject  to  risk,  including  possible  loss  of  principal  invested.  (0301-13194)  Member  fdic  ©  2001  U.S.  Trust  Corporanon 
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Extreme  Lobbying 

►  Motorcycle  industry  lobbyists  are  crowding  U.S.  Health  & 
Human  Services  Secretary  Tommy  G.  Thompson  to  cancel  a  mid- 
night Clinton  Administration  rule  that  would  allow  employers 
to  deny  health  insurance  benefits  to  workers  injured  in  risky 
hobbies.  Other  possible  exclusions:  skiing,  snowmobiling  and 
bungee  jumping.  The  flamboyant  Thompson  just  happens  to 
ride  a  Harley-Davidson — but  he  also  works  for  George  W.  Bush.  Busi- 
ness groups  are  lining  up  behind  the  cost-saving  rule.  No  word 
yet  on  which  way  Thompson  is  heading.  — Ira  Carnahan 

Judging  This  Book  by  Its  Cover 

►  Here's  hoping  that  advice  given  by  Mike  Kwatinetz  in  his 

just-published  The  Big  Tech  Score:  A  Top  Wall  Street  Ana- 
lyst Reveals  Ten  Secrets  to  Investing  Success  (John  Wiley  & 

Hey,  You  Got  a  Problem  With  Henrietta? 


Sons)  works  better  than  the  four  public-company  lea< 
ers  who  offer  adoring  book-jacket  blurbs.  On  averaj 
their  stocks  have  slumped  88%  from  their  alltirr 
peaks.  Leading  the  pack:  Larry  Augustin,  of  VA  Linux  Sy 
terns,  down  98%.  The  others:  Audible  Inc.'s  Donald  Kal 
off  94%;  Handspring's  Donna  Dubinsky,  81%;  and  Gat 
way's  Ted  Waitt,  77%.  —Tomas  Kelln 

Dallas  Mourning  News 

►  Starting  his  annual  letter  to  shareholders,  Robert 
Decherd,  boss  of  Belo  Corp.,  owner  of  the  Dallas  Mornh 
News,  the  Providence  Journal  and  assorted  broadcast  pro 
erties,  called  2000  an  "outstanding  year."  Huh?  Earnin 
per  share  fell  14%;  the  stock  price,  16%.  Over  the  past  fi 
years,  while  the  S&P  500  index  rose  92%,  Belo  shar 
dropped  11%.  But  Decherd,  50,  whose  family  found* 
and  still  controls  Dallas-based  Belo,  had  a  good  year  hir 
self.  His  compensation  doubled  to  $2  million.      — T. 

This  Court  Hummed  a  Different  Tune 

►  A  federal  appeals  court  just  allowed  Los  Angeles  violin 
Katia  Popov  to  take  a  home-office  deduction  for  her  one-be 
room  apartment's  living  room,  in  which  she  practiced  ai 
stored  music.  The  living  room — and  deduction — was  40% 
the  rented  unit's  space.  Reversing  both  the  Internal  Revenue  & 
vice  and  the  U.S.  Tax  Court,  the  San  Francisco  panel  sa 
Popov  spent  more  time  practicing  there  than  playing  in  st 
dios  and  concert  halls.  It  didn't  trouble  the  court  that  her  ti 
apartment  was  also  home  to  her  lawyer-husband — who 
gued  the  case — and  their  daughter.  — Janet  Nova 


Now  He  Tells  Us 

►  In  the  wake  of  his  company's  steep  revenue  and  sha 
price  collapse,  Yahoo  President  Jeffrey  Mallett  tells  FORB1 
"What  we've  learned  is:  It's  a  business.  You  have  to  havt 
fundamental  business  underneath  you."  — Quentin  Har 


Some  organizations  declare  they're  headquartered  in  a  place  that  is  prestigious,  famous  or  even 
named  for  themselves,  but  reality  is  a  little  different.  Below,  a  quick  geography  lesson.  —W.P.B. 


ENTITY 

Abbott  Laboratories 

Circuit  City  Stores 
Geico 

Home  Depot 
Kimberly-Clark 

RCN  Corp. 

Roche  ster  Institute  of  Technology 
Vangu  Group 


CLAIMED  HEADQUARTERS 

Abbott  Park,  111. 

Richmond,  Va. 
Washington,  D.C 
Atlanta,  Ga. 
Dallas,  Tex. 
Princeton,  N.J. 
Rochester,  N.Y. 
Valley  Forge,  Pa. 


ACTUAL  LOCATION 
unincorporated  Lake  County,  III. 
unincorporated  Henrico  County,  Va 
Chevy  Chase,  Md. 
unincorporated  Cobb  County,  Ga 
Irving,  Tex. 

West  Windsor  Township,  N.J. 
Henrietta  N.Y. 
Tredyff  rin  Township,  Pa 
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MILLION  DOLLAR  SERVICE 

WITH  OVER 

HALF  A  MILLION 

IN  SAVINGS 


Saks  Incorporated  has  long  been  famous  for  attentive,  personal  service.  So  when  they  wanted  to  restyle  their  customer  service  operations  for  today's 
business  environment,  they  chose  Aspect.  Using  Aspect8  CRM  solutions,  Saks  integrated  three  contact  centers  into  a  single  virtual  contact  center.  Without 
adding  a  single  agent,  Saks  now  handles  16%  more  customer  interactions.  Whenever — and  however — their  customers  choose.  It's  all  resulted  in  three-quarters 
of  a  million  dollars  in  annual  savings,  while  preserving  Saks'  legendary  service  for  generations  to  come.  It  seems  that  success  does  indeed  come  gift-wrapped. 


Get  the  whole  story  behind  Aspect's  solution  for  Saks  at  www.aspect.com/go/maxprofits  or  call  us  at  1-888-4 1 2-7728. 


Aspect  and  the  Aspect  logo  are  trademarks  and/or  service  marks  of  Aspect  Communications  Corporation  in  the  United  States  and/or  other 
countries.  All  other  product  or  service  names  mentioned  in  this  document  may  be  trademarks  of  the  companies  with  which  they  are  associated. 
©  200 1  Aspect  Communications  Corporation 
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AUGUST  21.  2000 

Russo  to  the 
Rescue 


KODAK  JUST  BROUGHT  IN  A  BATTLE- 
hardened  general  to  lead  its  troops 
against  digital-photography  rivals,  a 
struggle  that  we  laid  out  in  a  cover  story 
last  summer.  In  April  the  Rochester,  N.Y. 
behemoth  hired  Patricia  F.  Russo,  48,  a 
former  Lucent  executive  with  a  long  re- 
sume of  digital  experience  at  IBM  and 
AT&T,  as  president  and  chief  operating 
officer.  Kodak  Chief  Executive  Daniel 
Carp  badly  needed  a  number  two  since 
Robert  Keegan  left  the  top  consumer  job 
in  September  to  run  tiremaker 
Goodyear.  Lagging  film  and  paper  sales 
and  the  slowed  economy  continue  to 
batter  the  company,  which  announced  it 
would  lay  off  3,000  employees,  or  4%  of 
its  work  force,  in  the  face  of  first-quarter 
earnings  that  were  down  48%  from  the 
previous  year.  — Bruce  Upbin 

APRIL  16.  2001 

Head  Hunted 

A  MONTH  AGO  WE  DESCRIBED  HOW 
Covisint,  the  troubled  online  car-parts 
exchange  formed  by  the  big  three  au- 
ton  '  sets  in  February  2000,  couldn't  con- 
vince anyone  to  take  its  top  job.  In  mid- 
April  the  Southfield,  Mich,  company 


announced  it  had  finally  found  a  boss: 
Kevin  W.  English,  most  recently  a  man- 
aging director  overseeing  e-commerce  at 
Credit  Suisse  First  Boston  and  before  that 
chief  executive  at  TheStreet.com,  the 
now-beleaguered  financial  Web  site.  Eng- 
lish, 48,  brings  no  automotive  experience 
to  that  insular  world.  — Robyn  Meredith 

MARCH  8,  1999 

Bagging  It 

WHEN  WE  PUT  GEORGE  SHAHEEN  ON 
our  cover  we  dubbed  him  Andersen 
Consulting's  "digital  messiah"  for 
boosting  revenues  400%  and  leading 
the  firm  into  the  forefront  of  technol- 
ogy consulting.  Seven  months  later  we 
chronicled  his  leap  to  online  grocer 
Webvan.  Lured  by  a  compensation 
package  then  worth  $285  million,  Sha- 


heen  became  a  poster  child  for  Inte 
net  greed.  Now  he  looks  more  like 
poster  for  Internet  failure.  In  Api 
Shaheen  resigned  as  Webvan's  chi 
executive.  Over  his  tenure  its  stot 
plunged  from  $34  to  13  cents.  Shahe< 
left  with  no  job  and  stock  now  wor 
$1.1  million.  — Brendan  Coff 

APRIL  30,  2001 

Small  Change 

IN  OUR  LAST  ISSUE  WE  DESCRIBED  HO 
dissident    Huntington  Bancshar 
shareholders  planned  either  to  vote 
sell  the  Columbus,  Ohio  company 
force  the  resignation  of  Chairm; 
Frank  Wobst,  67.  Wobst  has  agreed 
retire,  but  the  bank  will  hire  him  as 
consultant  and  let  him  keep  his  seat 
chairman  of  the  board.  — Mark  Tat 


FLASHBACKS 


75  YEARS  AGO  IN  FORBES/APRIL  IS.  1926 

Rules  Are  Made  to  Be  Broken  It  may  be  set  down  as  a  fairly  sane  rule  1 

bull  markets  run  for  an  average  of  24  months,  with  a  variation  of  not  much  more  than  3  months  on  either  s 
of  this  average.  Bear  markets  run  for  an  average  of  15  months,  with  a  variation  of  not  much  more  thai 
months  on  either  side.  The  long-pull  operator  who  takes  the  time  element  into  consideration  will  not  go 
wrong.  If  he  buys  after  a  bull  market  is  well  under  way  and  sells  after  it  has  passed  its  minimum  time  lir 
he  will  reap  handsome  profits.  And  if,  after  taking  profits  on  the  rise,  he  waits  until  the  downward  movem 
has  run  its  full  time  limit  and  the  succeeding  upswing  has  started,  he  cannot  go  far  wrong. 

45  YEARS  AGO  IN  FORBES/ JANUARY  I,  1956 

Power  to  the  People  Pacific  Gas  &  Electric  is  growing  so  fast  not  so  much  because 
boss,  James  Black,  is  pushing,  but  because  its  customers  are  tugging.  California's  population  is  swell 
faster  than  that  of  any  other  state  in  the  Union.  Black's  operating  ratios  are  low,  but  he  has  a  number  of  n 
ural  operating  advantages.  Even  before  the  advent  of  air-conditioning,  irrigation  produced  a  summer  peak 
counterbalance  the  normal  winter  one.  Still  better,  until  last  year  PG&E's  power  production  was  divic 
equally  between  steam  and  low-cost  hydroelectric.  Black  has  spent  $1.3  billion  since  the  end  of  the  war 
expansion,  more  than  doubling  his  generating  capacity. 
PG&E  filed  for  bankruptcy  protection  in  April. 

20  YEARS  AGO  IN  FORBES/APRIL  27,  1981 

Cheap  Shot  First  the  good  news.  Kmart,  the  nation's  sec- 
ond-largest retailer,  is  now  the  most  profitable.  Last  year  its  $260  mil- 
lion in  profits  easily  topped  those  of  Sears,  Roebuck's  retail  division.  The 
bad  news  is  that  Kmart's  earnings  were  down  by  nearly  $100  million. 
Too  many  Kmart  outlets  have  poor  lighting,  open  cartons  of  underwear 
piled  on  tables  and  popcorn  dispensers  up  front  by  the  door.  "Today  when  young  folks  want  to  say  someth 
looks  cheap,  they'll  say,  'It  looks  like  it  came  from  Kmart.'"  explains  First  Boston's  Margaret  Gilliam.  "Th; 
a  hell  of  an  image  to  try  to  overcome  at  a  time  when  consumers  are  trading  up  and  looking  for  quality." 
Kmart,  floundering  again,  recently  launched  a  $25  million  advertising  blitz  and  a  plan  to  improve  sen, 
and  brighten  stores. 
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We  the  People 


of  the 
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^  I  T  E  P    S  T  At 


ARE    SICK    AND   TIRED  OF 


GETTING  T  H  I  RUN-AROUND 


WHEN   WE    HAVE    AN    INSURANCE  CLAIM. 


Introducing  Encompass  -  a  new 
brand  of  home  and  auto  insurance  ^formerly 
known  as  CNA  Personal  Insurance).  We 
believe  when  you  have  a  claim,  you  should  get 
fast,  fair  and  friendly  service.  In  fact,  9  out  of  !  0 


of  our  customers  would  recommend  Encompass 
claims  service  to  a  friend  .*  To  find  out  more,  ask 
your  Independent  Insurance  Agent.  For  the 
agent  nearest  you,  call  toll-free  1-866-760-6050 
or  visit  encompassinsurance.com. 


■ 


■ 


0  ENCOMPASS 

i  M  V  U  R  A  IS!  C  E 


Liberty,  Justice,  and  Really  Good  Insurance. 


>01  Encompass  Holdings,  LLC.  Encompass  Holdings,  LLC  is  a  subsidiary  of  Allstate  Insurance  Company,  which  is  the  exclusive  administrator  of  the  personal,  auto  and  homeowners' 
insurance  products  issued  through  the  insurance  subsidiaries  of  CNA  Financial  Corporation.  Home  office:  Chicago,  IL.  Subject  to  availability  ami  qualifications. 
*Results  based  on  customers  responding  to  satisfaction  survey  conducted  after  payment  of  claim. 
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Underestimated 

Some  of  these  executives  raised  eyebrows 
when  they  snared  the  top  jobs.  They 
turned  skepticism  to  their  advantage. 

BRIAN  CASHMAN,  34 

GENERAL  MANAGER,  NEW  YORK  YANKEES 
(WON  THREE  WORLD  SERIES) 

I've  been  general  manager  since  I  was  31.  There  were  a  lot  of 
people  who  thought  I  would  be  chewed  up  and  spit  out.  I 
had  those  same  fears.  Knowing  when  to  defer  to  people  who 
are  wiser,  or  at  least  include  them  in  the  decision  making,  is 
the  key.  That's  what  got  me  here,  and  it  hasn't  changed. 
It  was  different  in  the  past  where  general  managers  have  been 
former  players.  I  don't  have  a  law  degree  or  business  degree, 
so  when  I  deal  with  agents  who  have  law  degrees  I  feel  I  have 
to  work  harder  to  make  sure  I  don't  embarrass  myself. 

MAGGIE  HARDY  MAGERKQ,  35 

PRESIDENT/OWNER,  84  LUMBER 

Sometimes  during  meetings  I  play  a  game.  I  try  to  act  as  if 
I'm  dippy  or  naive.  It  works  as  a  wonderful  trap.  It's  like  a  cat 
playing  with  a  little  mouse.  It  gives  me  an  advantage  because 
they  think  I'm  naive.  They  think  I  haven't  been  around  the 
block,  especially  the  older  men  who  like  to  almost  put  their 
arm  around  me  as  if  to  say  "Let  me  coach  you  along  here, 
honey."  Then  I  go  right  back  at  them.  I  can  sling  it,  too. 

ROBERT  DAVIS,  44 

Former  Chief  executive,  Terra  lycos 

I  didn't  have  the  pedigree.  No  technology  credentials,  no  big 
media  experience.  Growing  up  in  Boston's  inner  city,  I  went 
to  a  workingman's  high  school.  The  oddsmakers  said  I 
wasn't  the  best  guy  for  the  job.  People  were  very  critical — 
some  even  made  fun  of  me. 

I  gained  an  extreme  sense  of  competitiveness  from  being 
scorned,  a  burning  desire  to  constantly  prove  folks  wrong. 
And  I  did  when  I  completed  the  Terra  Lycos  deal. 

DONALD  DEUTSCH,  43 

Chief  executive  Officer,  Deutsch  Inc. 

The  ad  industry  underestimated  me  because  our  agency  was 
small  and  I  went  into  my  father's  business — you  know,  the 
iot-son  syndrome — and  I  had  a  big  mouth  early  on  and 
people  didn't  take  me  seriously.  There's  this  elitist  circle  of 
lo     in  advertising.  I  think  sometimes  ad  folks  take  therm 
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ROGER  AILES,  60 

Chairman,  Fox  News 

When  I  was  Ronald  Reagan's  consultant,  there  were 
plenty  of  people  in  the  beginning  who  thought  he  was 
an  idiot.  But  working  with  him  taught  me  that  being 
underrated  is  a  blessing:  It  gives  your  competition  a 
false  sense  of  superiority. 

I  became  chairman  of  Fox  News  in  spite  of  my  rep- 
utation as  a  creative  type.  I  had  run  CNBC,  but  people 
didn't  see  me  as  CEO  material.  Even  NBC's  Robert 
Wright  predicted  our  news  operation  would  never  get 
off  the  ground.  That  low  expectation  helped  us  take 
our  competitors  by  surprise. 


selves  a  bit  too  seriously,  with  all  the  award  shows.  Wh 
people  underestimate  you,  you  don't  fall  into  anyone  els 
model,  they  shun  you.  So  you  build  your  own.  I  ended 
being  the  largest  independent  agency  in  the  world,  and  sole 
last  year  for  $270  million.  I  had  the  last  laugh. 

ERIC  SCHMIDT,  46 

CHIEF  EXECUTIVE  OFFICER,  NOVELL  INC. 

When  I  went  from  Sun  to  Novell,  the  take  on  me  was  the 
was  a  good  technologist  but  didn't  have  the  backbone  to  r 
a  company.  Most  people  just  didn't  think  I  was  worthy.  E 
when  people  think  you're  not  strong  enough  to  do  a  job,  tr 
will  answer  your  questions  much  more  directly.  So  I  took  i 
vantage  of  that,  and  in  my  first  month  went  to  ask  all  t 
CEOs  I  respected  for  advice  on  running  companies.  They  tc 
me  if  you  think  something  will  take  a  year  to  get  done, ' 
everyone  it  will  take  two  years — and  then  beat  that. 

— Monte  Burke  and  Dirk  Smi 
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With  a  market  capitalization  of  $18  trillion,  it's  where  you'll  find  the  most 
valuable  companies  on  earth. 

Leaders  from  all  industries  and  premier  brands  from  around  the  globe. 

The  center  for  the  world's  economy,  where  over  $50  billion  is  traded  everyday. 
A  market  that  runs  flawlessly  thanks  to  the  most  advanced  and  reliable 
trading  technology  anywhere. 

introducing  Network  NYSE,  a  series  of  products  that  provide  investors 
with  more  market  information  and  order  execution  choices  than  any  other. 

Access  a  3-D  virtual  trading  floor  through  NYSE  MarkeTrac™  @  nyse.com 
and  view  trading  information  never  before  available.  Through  your  broker, 
point  and  click  on  NYSE  Direct+™  as  your  electronic  connection  to  the  market. 

Investors  and  companies  alike  come  to  one  place  to  access  the  world. 
Right  here,  right  now. 

Welcome  to  today's  New  York  Stock  Exchange 

Welcome  to  the  gateuu 


i  the  global  economy 


The  world  puts  its  stock  in  us. 


ON  WATER  OR  LAND,  ROGER  PENSKE  HAS 
A  SPECIAL  APPRECIATION  OF  THINGS  MECHANICAL. 


INCLUDING  HIS  YACHT-MASTER 


Roger  Penske's  passion  for  brilliant  machines  extends  from  engines  for  sports  cars  to  Iuxl 
yachts.  It's  also  reflected  in  the  marvel  of  engineering  he  wears  on  his  wrist,  the  Rolex  Yacht-Mas 


| 


w 

role: 


Rolex  Yacht-Master  Officially  Certified  Swiss  Chronometer,  also  available  in  Rolesium.  For  the  name  and  location 
of  an  Official  Rolex  Jeweler  near  you.  please  call  1-600-36ROLEX.  Rolex.  • .  Oyster  Perpetual.  Yacht-Master  and  Rolesium  are  trademarks,  www.rolex.con 


FACT  AND  COMMENT 

By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


REBOOTING  SILICON  VALLEY 


lERE'S  HOW  CONGRESS  CAN  JUMP-START  AMERICA'S  STALLED 
ligh-tech  industry:  remove  disincentives  for  vendors  who  want 
o  lay  fiber  into  our  homes  and  offices,  reduce  the  capital  gains 
evy  to  10%  or  15%  and  extend  the  Internet  tax  moratorium. 

Getting  fiber  optics  into  our  houses,  hotels  and  offices  is 
:xtremely  expensive.  Providers  are  unwilling  to  lay  out  the 
:apital  for  that  last  proverbial  mile  because  of  a  1996  telecom- 
nunications  law  which  mandates  that  Bell-operated  compa- 
res must  provide  "open  access"  to  their  pipeline  to  competi- 
ors  at  politically  dictated  prices.  While  cable  companies  have 
>roadband  pipes  going  into  most  homes  and  offices,  upgrad- 
ng  for  two-way  Internet  use  is  hugely  expensive.  They  are  un- 
villing  to  take  on  more  debt  than  they  already  have  for  fear 
hey,  too,  might  be  hit  with  equal-access  mandates. 

It's  time  to  admit  that  the  1996  telecom  act  isn't  doing  what 
t  was  designed  to  do.  Instead  of  encouraging  competition,  it 
las  quelled  it  by  discouraging  the  large  investments  that  are 


needed.  Fix  this,  and  high-tech  capital  spending  will  roar  ahead. 
Right  now  most  of  us,  particularly  when  we're  on  the  road,  are 
lucky  to  get  more  than  50,000  bits  of  information  per  second 
when  we  plug  in  our  laptops.  The  technology  already  exists  to 
give  us  several  million  bits  per  second,  and  soon  billions  of  bits. 
Mandated  access  is  a  formidable  but  easily  removed  barrier. 

Knocking  down  the  capital  gains  tax  barrier  would  stim- 
ulate risk-takers  to  invest  again.  Capital  holders  would  rede- 
ploy more  of  their  assets  on  the  basis  of  opportunities  rather 
than  to  avoid  tax  shoals.  Government  revenues  would  imme- 
diately go  up.  But  don't  put  a  two-  or  three-year  life  on  the 
reduction;  that  would  kill  much  of  the  risk-taking  incentive. 

Finally,  the  moratorium  on  punitive  Internet  taxes  that  ex- 
pires in  October  must  be  extended.  The  House  of  Representa- 
tives passed  such  a  bill  last  year,  but  it  died  in  the  Senate  at  the  be- 
hest of  shortsighted  governors  who  don't  realize  that  a  vibrant 
Internet  means  more  prosperity  and,  hence,  more  tax  receipts. 


HEY  WASHINGTON!  THE  WORLD  IS  PASSING  YOU  BY 

HE  PROPOSAL  TO  ALLOW  AMERICAN  WORKERS  TO  PUT  A  POR-  continues  to  gain  ground  in  the  rest  of  the  world.  The  latest  con- 
ion  of  their  Social  Security  taxes  into  personal  retirement  ac-  vert:  Sweden.  The  most  socialistic  democracy  in  Europe  is  per- 
:ounts  is  withering  on  the  vine.  Congressional  Democrats  are  mitring  its  citizens  to  divert  part  of  their  payroll  levies  into  their 
Ligging  in  their  heels  against  the  idea,  and  the  White  House  own  retirement  accounts.  If  ultraliberal  Sweden  can  do  this,  why 
eems  exhausted  by  the  ongoing  tax  cut  battle.  But  the  notion  can't  Democratic  national  legislators  here  see  the  light? 


RUSSIA-AGAIN 

VHILE  ALL  EYES  ARE  FOCUSED  ON  CHINA,  WE  HAVE  A  GROW-  nuclear  technology.  Moscow  has  dropped  all  pretense  that  its 
ng  problem  with  our  old  Cold  War  adversary,  Russia.  The  weapons  sales  to  Iran  are  only  of  a  defensive  nature. 
)iggest  rump  of  the  former  Soviet  Union  is  not  becoming  a  As  if  this  weren't  bad  enough,  the  Russkies  are  also  making 
;lobal  threat.  Russia  is  suffering  a  devastating  demographic  major  weapons  deals  with  Syria,  Iraq  and  Libya.  Clearly  Moscow 
lisaster  combining  falling  birthrates  and  high  mortality  maliciously  intends  to  stir  the  pot — at  the  expense  of  the  U.S. 
ates.  But  the  country  still  can  cause  considerable  mischief,  and  the  West— in  the  volatile  Mideast  and  the  Persian  Gulf, 
ind  it  has  chosen  to  do  so.  This  didn't  get  much  play  in  the  Russia's  postcommunist  transformation  has  been  a  disas- 
ter. Imagine  what  it'd  be  like  if  Tony 
Soprano  and  like-minded  gangsters 
were  running  a  large  country,  and 
you  have  a  good  idea  of  what  Russia 
is  going  through  today.  So  it's  really 
no  surprise  that  the  Kremlin  would 
dust  off  imperial  Russia's  fantasies 
of  getting  access  to  warm-water 
ports  and  of  controlling  Western 
vill  also  be  transferring  know-how  Iran  will  get  Russia's  Kilo-class  subs  in  an  attempt  to  access  to  Persian  Gulf  oil  supplies. 
»n  long-range  missiles,  as  well  as  dominate  the  Persian  Gulf-  Sadly,  the  Clinton/Gore  Admin- 


J.S.,  but  in  March  Russia  an- 
lounced  that  it  was  entering  into 
vhat  is  in  effect  a  strategic  alliance 
vith  Iran.  It  has  agreed  to  sell 
eh  ran's  radical  fundamentalists  a 
nuscular  array  of  advanced  con- 
'entional  weapons,  including  sub- 
narines,  fighter  aircraft,  antiship 
nissiles  and  air  defense  systems.  It 
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istration's  misbegotten  Russia  policy  significantly  contributed 
to  this  ominous  turn.  In  1992  Congress  passed  a  law  mandat- 
ing severe  sanctions  against  Russia  if  it  peddled  significant 
weapons  to  Iran.  The  Clinton/Gore  regime  undermined  that 
law  by  signing  a  secret  agreement  with  Russia  in  1 995,  allowing 
Moscow  to  sell  armaments  to  Iran  through  the  end  of  1999. 
Not  surprisingly,  the  Russian  Bear  was  emboldened  to  ignore 
other  agreements,  especially  those  concerning  the  transfer  of 
nuclear  technology  to  Iran.  No  surprise  either  that  last  year 


Moscow  continued  to  sell  arms,  all  the  while  protesting  that 
these  were  only  defensive  in  nature.  Now  it  is  going  whole  hog. 

Al  Gore  was  our  point  man  with  Russia,  and  he  deliberately 
turned  a  blind  eye  to  Moscow's  wholesale  corruption  and  loot- 
ing, including  the  siphoning  off  of  billions  of  dollars  of  Western 
aid  to  foreign  bank  accounts.  We  never  pressed  Russia  to  move 
toward  the  rule  of  law.  Instead,  we  got  ourselves  identified  with 
that  country's  thieving  oligarchs.  Now  the  Russian  government  is 
moving  against  the  remnants  of  the  media  that  it  doesn't  control. 


MONTI  IS  PYTHONING  PROGRESS 


ALAS,  THE  EUROPEAN  UNION  HAS  ADOPTED  THE  BAD,  DE- 
structive  habits  of  the  Clinton/Gore  antitrusters.  The  Euro- 
pean Commissioner's  competition  czar,  Mario  Monti,  is  acting 
in  the  same  mindless,  headline-grabbing  fashion  that  our  for- 
mer antitrust  boss  Joel  Klein  did  when  he  went  after  Microsoft. 

Monti  and  the  EU  gratuitously  blocked  WorldCom's  pro- 
posed merger  with  Sprint,  a  sensible  combination  that  would 
have  helped  WorldCom  gain  the  muscle  it  needs  to  weather 
the  storms  of  change  battering  telecommunications.  Monti 
has  been  just  as  foolish  with  other  proposed  mergers.  Such 
behavior  is  to  be  expected  from  a  statist  bureaucrat  who 
wants  European  governments  to  "harmonize"  tax  practices,  a 


euphemism  for  forcing  every  nation  to  adopt  punitively  high, 
suffocating  levies.  After  all,  Monti  led  the  charge  in  rescinding 
the  tax-free  status  of  duty-free  shops  at  airports  and  harbors. 

Now  this  bureaucratic  version  of  a  limelight-loving  Energizei 
Bunny  is  at  it  again.  Monti  announced  in  February  that  the  Eu- 
ropean Commission  would  be  conducting  a  lengthy  inquiry  intc 
General  Electric's  bid  to  acquire  Honeywell  International.  As  i 
result  the  merger  may  not  happen  at  all.  What's  the  bee  in  little 
Europe's  bonnet?  Apparently  some  competitors  fear  the  com- 
bined company  will  be  able  to  offer  better-priced  products- 
or  bundles  of  products.  At  least  American  trustbusters  pretenc 
they  are  concerned  about  the  well-being  of  the  consumer. 


DUNCE  CAPS  FOR  ARMY  KNUCKLEHEADS 


WHAT  IN  THE  WORLD  WAS  GOING  THROUGH 
the  Army  brass'  heads  when  they  decided  to 
make  the  black  beret,  worn  only  by  the 
Army's  elite  Ranger  units,  standard  headgear 
for  the  entire  U.S.  Army?  One  expects  mind- 
less bureaucracies  to  grind  everything  and 
everyone  down  to  a  diluted,  meaningless 
lowest  common  denominator,  but  for  mili- 
tary Pooh-Bahs,  who  should  know  better,  to 
behave  similarly  is  deeply  disappointing. 

Headgear  may  not  mean  much  to  usu- 
ally hatless  civilians,  but  it  is  powerfully 
symbolic  to  elite  forces,  who  perform  the 
services'  most  difficult  missions.  Rangers  go 
training  to  become  what  they  are.  The  black 


Why  mess  with  the  morale  of  the 
Army's  elite  Rangers? 

through  hard 
beret  proudly 


separates  them  from  everyone  else.  It  sayj 
they  are  extraordinary,  not  ordinary.  But  ir 
a  decision  worthy  of  Barney  the  Dinosauj 
on  a  bad  day,  Pentagon  generals  apparently 
concluded  that  such  distinctive  headgea: 
might  hurt  the  feelings  and  self-esteem  oi 
everyone  else. 

After  the  predictable  brouhaha  the  blacl 
beret  decision  caused,  the  Army  compro 
mised  and  decreed  that  the  Rangers  coulo 
now  wear  tan  berets — which,  one  supposes 
is  a  tad  better  than  pink.  Clearly  thesi 
deskbound  brass  arses  don't  get  it.  Com 
mander-in-Chief  Bush  should  see  that  they  do  by  orderinj 
that  the  black  beret  be  worn  by  Army  Rangers  only. 


RESTAURANTS:  GO,  (        IDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


®  Pietro's-232  East  43rd  St.  (Tel.:  682-9760).  Comfortable 
and  casual,  this  old-fashioned  Italian  steak  house  is  great.  You 
can  get  a  very  good  steak  or  chop  or  piece  of  fish,  simply  and 
beautifully  done,  combined  with  tasty,  basic  vegetables.  Top 
things  oft  with  delicious  cheesecake,  zabaglione  or  tiramisu. 

Centolire- 1 167  Madison  Ave.,  at  86th  St.  (Tel.:  734-771 1 ). 
This  restaurant,  open  for  two  months,  would  be  easy  to  love. 
The  problem  is  the  food.  Someone  should  tell  the  chef  to  go 


much  easier  on  the  salt.  Almost  everything  is  salted  to  th 
point  of  being  disagreeable,  including  the  grilled  tuna 
smoked  salmon  frittata  and  rack  of  lamb.  The  only  thing  no 
so  salted  is  a  simple  steak,  which  is  excellent. 
•  Cafe  Luxembourg-200  West  70th  St.  (Tel.:  873-741 1 ).  A 
dinnertime  this  place  can  offer  an  overcrowded,  rude  an« 
unpleasant  experience.  But  at  lunchtime,  the  food,  servio 
and  ambience  are  first-rate,  from  beginning  to  end. 
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Why  align  your 


and 


business  strategies? 


CO 
CD 


For  starters,  it  can  mean  an  effective  tax  rate  up  to 
3*  percentage  points  lower  than  your  competitors'. 

That's  what  you  would  call  a  step  up.  Ernst  &  Young  professionals 
leverage  their  industry  knowledge  and  experience  to  help  you  develop 
innovative  tax  strategies  to  accelerate  your  cost  savings.  That  way 
you  can  grow  value  more  quickly,  giving  you  a  competitive  edge 
in  the  New  Economy.  Isn't  it  great  when  everything  comes  together? 


noweconomy 


y.com/thoughtcenter 

Ml  Ernst  &  Young 

From  thought  to  finish  * 

rnst  &  Young  up   'Based  upon  a  1999  survey  of  Fortune  1000  chief  financial  officers  conducted  by  Clark.  Martire  &  Barolomeo,  Inc  for  Ernst  &  Young  For  details  and  analysis,  please  visit  ey  com/thoughtcenter 


HOW  SPACIOUS  IS  IT? 


JEEP  GRAND  CHEROKEE  LIMITED  Talk  about  a  lot  of  leg  r 
while  Jeep  Grand  Cherokee  lets  you  leave  the  confines  of  civilizatit 


Always  use  seat  belts.  Remember  a  backseat  is  the  safest  place  for  children  12  and  u 


3  definitely  along  for  the  ride.  With  features  like  generous  leather-trimmed  seating,  steering  wheel  audio  controls, 
J  Dual  Zone  Climate  Control,  the  amenities  go  on  and  on.  For  a  more  spacious  description,  try  www.jeep.com. 

3d  trademark  of  DaimlerChrysler. 


OTHER  COMMENTS 


To  be  good  is  noble;  but  to  show 
others  how  to  be  good  is  nobler  and  no  trouble. 


—MARK  TWAIN 


Free  at  Last  The  U.S.  has  traditionally  been  a  low- tax 
country.  From  the  founding  of  the  republic  in  1 776  until  the 
early  part  of  this  century,  total  government  spending  at  the 
federal,  state  and  local  levels  rarely  exceeded  10%  of  national 
income,  except  during  wartime.  At  the  turn  of  the  20th  cen- 
tury, taxes  accounted  for  5.9%  of  income  [in  2000,  33.5%], 
and  as  a  result,  the  nation  celebrated  Tax  Freedom  Day  on 
January  21.  Tax  Freedom  Day  is  the  day  when  Americans  will 
finally  have  earned  enough  money  to  pay  off  their  tax  bills 
for  the  year.  This  year's  Tax  Freedom  Day  will  arrive  on  the 
123rd  day  of  the  year,  May  3.  It  is  the  longest  Americans  have 
ever  had  to  work  to  pay  their  taxes. 

—J.  SCOTT  MOODY,  economist, 
Tax  Foundation 

Dangerous  Liaison  Russia's  decision  to  cement  a  new 
multibillion-dollar  deal  on  arms  and  nuclear  technology  with 
Iran  has  sounded  bells  of  justifiable  alarm  in  Washington.  But 
the  deal,  which  caps  the  first  Russian-Iranian  cooperation  pact 
since  Iran's  1979  revolution,  is  also  raising  skeptical  eyebrows  in 
Russia  itself.  Prominent  Russians  are  openly  questioning  Presi- 
dent Vladimir  Putin's  wisdom  in  snubbing  the  U.S.  so  blatantly 
and  in  making  a  dubious  rapprochement  with  the  Iran  regime, 
when  Russia's  greatest  potential  threat  now  comes  from  Islamic 
fundamentalists  within  and  just  outside  Russian  borders.  If 
Iran's  moderates  lose  their  hold  on  power,  Iranian  hard-liners 
might  divert  Russian  weapons  to  militants  to  foment  Muslim 


OLD  ECONOMY 
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NEW  ECONOMY 


rebellions  in  Central  Asia  and  within  Russia.  Arming  a  natior 
that  could  pose  a  direct  threat  to  Russia  would  seem  paradox! 
cal  for  the  Kremlin.  But  it  fits  with  Putin's  determination 
to  show  that  he  will  not  give  in  to  pressure  from  the  West. 

— Newsda) 

Get  With  the  Times  Nothing  is  sadder  to  watc 
than  bureaucrats  entrusted  with  an  obsolete  set  of  rules  an< 
regulations,  trying  desperately  to  catch  up  with  economic 
technological  and  political  changes  that  make  them  fossilized 
relics  of  an  ancient  era.  That's  what  is  going  on  with  antitrusi 
laws  and  regulations  in  the  age  of  the  Internet  as  companie 
and  whole  industries  assemble,  deconstruct  and  redefin 
themselves  to  suit  a  global  marketplace  evolving  at  full  war] 
speed.  It's  a  futile  effort  for  government,  like  racing  to  stop 
bullet  that  is  already  headed  straight  for  the  target. 

— GEORGE  PIELER,  directoi 
IPI  Center  for  Education  Freedom 
Washington  Time 

Basic  Black  a  good  deal  of  the  4.8  million  black  beret 
needed  [now  that  Army  Chief  of  Staff  General  Eric  Shinsek 
has  ordered  that  all  Army  personnel  adopt  the  black  beret  a 
standard  headgear]  was  contracted  out  to  China.  The  Penta 
gon  had  acquired  a  waiver  from  a  law  that  requires  most  mi 
itary  purchases  to  be  made  in  the  U.S.  But  the  idea  of  U.S 
military  forces  wearing  berets  with  "Made  in  the  People's  Re 
public  of  China"  stitched  inside  is,  well,  embarrassing. 

— Tulsa  Worl 

Loco-motive  Passengers  who  sign  up  online  for  Guej 
Rewards,  Amtrak's  frequent  -  rider  program,  won't  find  them 
selves  limited  to  titles  such  as  Mr.,  Mrs.  and  Miss.  The  enrof 
ment  form  allows  users  to  choose  from  25  titles  reflecting  a 
walks  of  life  and  most  branches  of  the  military.  Travelers  mu: 
scroll  through  the  alphabetical  list  to  reach  the  tradition 
"Mr."  and  "Mrs.,"  but  those  who  stop  at  the  "Ms."  miss  oi 
on  the  chance  to  infuse  a  little  blue  blood  into  their  lineage  h 
adding  the  title  of  "Prince"  or  "Princess"  to  their  name. 

"It  was  a  conscious  decision  on  our  part.  We  want  our  cu: 
tomers  to  be  happy,  and  if  they  want  to  call  themselves  princ 
or  princess,  that's  fine  with  us,"  says  an  Amtrak  spokeswomai 
So  far,  Amtrak  has  signed  up  326  Princesses  and  174  Princes 
— RAFER  GUZMAN  and  JANE  COSTELD 
Wall  Street  Journal 
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We  have  a  17,500-mile,  TIER  1  NETWORK, 

billion-dollar  partners  and  something  else 
you  wouldn't  expect  from  an  Internet  company. 

A  HISTORY. 


Leading  suppliers  of  managed  Internet  infra- 
structure and  services  don't  just  spring  up 
overnight.  So  where  did  we  come  from? 

Initially,  we  were  known  as  a  research  and 
development  company  called  BBN. 
As  BBN,  we  developed  what  would 
become  the  Internet,  then  went  on  to 
establish  a  number  of  other  firsts.  The 
first  router,  the  first  e-mail  message  sent 
over  a  network,  the  first  packet  network 
encryption  technology  and  more. 

Years  later,  GTE  acquired  BBN 
and  invested  billions  of  dollars  to 
expand  their  existing  infrastructure  into  a 
17,500-mile,  Tierl,  fiber-optic  global  network. 


Black  Rocket  '' 
is  Genuity's 
eBusiness 
Network  Platform 


spun  off  from  GTE  last  year,  and  today  we're 
a  billion-dollar  company  known  as  Genuity. 

Innovation  is  in  our  blood.  And  now 
we've  combined  our  expertise  in  Web  Hosting, 
Internet  Access, Transport  and  Security 
into  a  scalable  and  secure,  ready-to- 
launch  eBusiness  Network  Platform 
called  Black  Rocket"'  Our  team  of 
"Rocket  Engineers'  can  ensure  your 
project  runs  smoothly  from  the  start, 
allowing  you  to  reduce  the  time, 
cost  and  complexity  of  building  and 
deploying  eBusiness. 
Put  our  30  years  of  experience  to  work 
on  your  eBusiness.  Call  1-800-GENUITY  or 


This  powerhouse  of  Internet  services  was      visit  www.genuity.com/blackrocket. 


A  BRIEF  HISTORY 


In  1969,  BBN  was  hired 
by  the  U.S.  government 
to  develop  the  ARPAnet,  the 
forerunner  of  the  Internet. 


GTE 


In  1997,  BBN  was  acquired  by 
GTE,  the  company  that  created 
our  high-speed,  17,500-mile, 
Tierl,  fiber-optic  network. 

GENU  TY 

In  2000,  GTE  Internetworking 
became  an  independent 

company,  renaming 
itself  Genuity  Today,  we 
offer  a  vast  array  of 
managed  Internet  services, 
including  Block  Rocket."* 


GENU  TY 


VISOR 


organizing  the  phone. 


powered ) 


*VisorPhone  module  sold  separately.  Third  party  GSM  wireless  phone  service  required.  GS^ 
availability,  plans  and  fees  vary  by  geographic  region.  See  www.handspring.com  for  de 


Say  hello  to  the  future  of  communication. 
Because  now  your  Handspring  organizer  is  also 
your  phone. 

Just  pop  in  the  optional  VisorPhone  module 
and  you  can  dial  straight  from  your  address  book 
by  merely  tapping  its  screen!  No  more  juggling  of 
instruments  or  fumbling  around  searching  for 
numbers.  Instead  of  scrolling  through  a  digital 
maze  looking  for  features,  the  features  are  on 
the  Visor's  screen  looking  at  you. 

Previously  unheard  of,  it's  hard  to  underesti- 
mate the  value  of  such  an  alignment.  Suddenly 
conference  calling  is  a  no-brainer.  Same  with 
caller  ID,  the  internet  and  e-mail,  if  you  so  desire. 
Every  function  you  could  ever  imagine  plus  a 
whole  bunch  that  you  couldn't. 

Call  it  a  match  made  in  high-tech  heaven. 
The  VisorPhone™  It's  definitely  for  you. 


[  Diol  ) 


Dial  right  from 
your  address  book. 

Tap  on  any  phone  number 
in  your  address  book, 
hit  dial  and  voila  -  you're 
connected. 


3-w 

PJL^ 


way  I 
Coll 


3-way  calls-way, 
way  easier. 

Just  a  couple  of  taps  and 
you're  having  a  conference 
call.  You  can  even  add  in 
someone  on  call  waiting. 


8:88  Presenta 
**»  Mating. 
I  !:BB  project  r 


Multitask  like  there's 
no  tomorrow. 

Write  down  appointments, 
lock  up  numbers, 
take  notes  -  all  while  you're 
yakkin'  on  the  phone. 


www.handspring.com 


handspring 


Put  your  portfolio  of  mutual  funds  on  autopilot. 

pl^"  and  objectives.  So  now  if  you  don't 


If  managing  your  investments 
has  become  a  full-time  job, 
Fidelity  offers  a  solution:  the 
Fidelity  FundsManager  Program^ 
Basically,  our  team  of  experts 
will  manage  a  model  portfolio 
of  mutual  funds  for  you,  making 
the  necessary  investment  deci- 
sions to  help  you  pursue  your  goals 


have  the  time  or  the  desire  to  invest 
on  your  own,  you  can  leave  all  the 
work  to  us.  And  if  you're  going  to 
trust  anyone  with  your  portfolio 
of  funds,  who  better  than  Fidelity? 
To  enroll,  call  1-800-FIDELITY. 
Find  out  how  we  can  help  you 
see  yourself  succeeding. 


Fidelity 

FundsManager 
Program" 

Let  the  professionals  at  Fidelity  manage  your  portfolio. 

•  Tell  us  your  goals  and  objectives 

•  We  actively  manage  a  portfolio  of  mutual  funds  for  you 


Funds  from  Fidelity  and  other  families  of  funds 


Consider  the  Fidelity  FundsManager  Program  for  your  retirement  savings 


Fidelity 


Investments' 


1-800-FIDELITY  Fidelity.com/pas 


Portfolio  Advisory  ServicesSM  Fidelity  FundsManager  Program  is  a  service  of  Strategic  Advisers,  Inc.,  a  registered  investment  adviser  and 
a  Fidelity  Investments  company.  Strategic  Advisers  identifies  a  model  portfolio  for  each  customer  based  on  his/her  goals,  risk  tolerance 
and  time  horizon.  Results  may  vary.  Certain  restrictions  apply  This  service  provides  discretionary  money  management  for  a  fee.  129 


COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Ernesto  Zedillo,  former  president  of  Mexico 


A  NEW  ROUND,  NOW  OR ... 


[T  WAS  A  LONG,  LONG  TIME  AGO,  IN  1986,  WHEN  THE  LATEST 
round  of  trade  liberalization  was  launched  in  Punta  del  Este, 
Uruguay.  Little  did  the  signers  of  the  Punta  del  Este  Declara- 
tion realize  that  it  would  take  seven  years  to  get  the  job  done. 
During  that  time  the  Cold  War  ended,  and  trade  negotia- 
tions, though  difficult  and  frustrating  at  times,  opened  a  new 
:hapter  in  international  economics.  The  Uruguay  Round 
*ave  birth  to  a  unique  global  contractual  obligations  institu- 
tion, the  World  Trade  Organization  (WTO).  Merchandise 
rade  barriers  were  significantly,  albeit  unevenly,  lowered,  and 
in  unprecedented  dispute  settlement  mechanism  was  devel- 
oped. Furthermore,  new  rules  on  trade  in  services  and  intel- 
ectual  property — instilled  with  the  principles  of  nondis- 
:rimination  and  reciprocity — were  also  established. 

Yet  much  remains  to  be  done  for  there  to  be  a  true  global 
ree-trade  system.  Economic  and  geopolitical  circumstances  for 
|  while  were  propitious  for  a  new  round,  but  negligence,  espe- 
cially on  the  part  of  the  major  trading  powers,  has  so  far  led  to 
jailure.  True  global  free  trade  would  be  a  powerful  instrument 
or  fostering  economic  and  social  development  everywhere. 

(Vhy  a  New  Trade  Round? 

j.ooking  beyond  parochial  interests,  the  need  for  a  new 
pund  is  compelling  for  both  developed  and  developing 
jountries.  The  former's  present  prosperity  is  due  in  no  small 
jieasure  to  access  to  world  markets,  which  have  expanded 
nuch  faster  than  world  output  since  the  mid-20th  century, 
iurther  liberalization  would  only  increase  these  gains. 

If  trade  barriers  were  completely  removed,  the  increase  in 
rorld  output  alone  has  been  prudently  estimated  at  almost 
11300  billion.  Just  under  three-fifths  of  this  gain  would  go  to 
Jeveloped  countries,  while  the  rest  of  it  would  benefit  devel- 
oping countries — an  important  amount  when  measured 
ikainst  their  gross  domestic  products. 

Freeing  trade  substantially  would  also  help  alleviate  poverty 
airoughout  the  world.  Welfare  gains  would  be  even  greater  if  the 
few  round  also  liberalized  investment  and  trade  in  services. 
Iloreover,  every  member  of  the  WTO  would  benefit  from 
lengthening  the  rule  of  law  in  the  multilateral  trading  system. 
i<  stronger  rules-based  system  would  provide  a  more  stable  in- 
i  mational  economic  environment,  in  which  developing  coun- 
ties' economic  rights  would  be  respected.  A  new  round  is  also 


necessary  to  confront  protectionist  pressures  that  will  increase  as 
growth  in  the  global  economy  slows  in  the  coming  months.  And 
last  but  not  least,  deepening  economic  integration  and  interde- 
pendence would  reduce  the  risk  of  conflict  between  peoples. 

From  Failure  to  Success 

In  December  1999  the  WTO  meeting  in  Seattle  failed  to  launch 
a  new  round,  not  because  of  protests  in  the  streets  but  because 
of  strong  disagreements  among  both  developed  and  develop- 
ing countries.  The  world  cannot  afford  a  similar  bust  when  the 
WTO  meets  in  Doha,  Qatar  in  November.  The  bigger  trade 
players,  the  "Quad"  countries — the  U.S.,  the  European  Union, 
Japan  and  Canada — have  an  enormous  responsibility  to  build 
a  consensus  to  launch  a  new  round.  They  must  not  only  sort 
out  acute  differences  among  themselves  but  also  lead  the  way 
in  effectively  addressing  the  concerns  of  the  developing  coun- 
tries. The  majority  of  developing  countries  feel  that  some  of 
their  most  important  trade  interests  have  been  neglected  by  the 
richer  countries.  Every  party  involved  will  have  to  compro- 
mise. The  pernicious  agricultural  protectionism  that  prevails 
in  all  major  developed  countries  must  be  dismantled.  High  tar- 
iffs on  certain  industrial  products  must  be  slashed.  Provisions 
to  unilaterally  impose  antidumping  safeguards  and  counter- 
vailing measures  must  be  reviewed  to  prevent  their  abuse.  And 
developing  countries  must  be  given  longer  periods  to  imple- 
ment the  complex  provisions  on  intellectual  property  rights. 

But  developing  countries  must  also  make  concessions.  They 
must  get  rid  of  remaining  protectionism,  within  a  reasonable 
time  frame,  and  discuss  a  broader  agreement  facilitating  invest- 
ment everywhere.  They  must  be  prepared  to  discuss  welfare-en- 
hancing domestic  competition  (antitrust)  rules.  As  a  matter  of 
principle,  they  should  not  accept  the  use  by  developed  coun- 
tries of  trade  sanctions  to  tackle  labor  and  environmental  issues. 
Instead,  developing  countries  should  insist  on  a  constructive  di- 
alogue on  these  matters,  preferably  outside  the  WTO  context. 

Everybody  would  profit  were  a  new  round  to  yield  an  im- 
proved dispute  settlement  system,  as  well  as  new  rules  for  the 
management,  transparency  and  adequate  funding  of  the 
WTO.  This  is  certainly  an  ambitious  agenda,  and  to  accom- 
plish it  will  require  vision,  boldness  and  leadership.  The  eco- 
nomic, social  and  peace  benefits  a  successful  new  round  would 
bring  will  make  ours  a  better  world  in  which  to  live.  F 


Ernesto  Zedillo,  former  president  of  Mexico;  Lee  Kuan  Yew,  senior  minister  of  Singapore;  and  Paul  Johnson,  eminent  British 
historian  and  author;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  are  now  periodically  writing  this  column. 
To  see  past  Commentary  columns,  visit  our  Web  site  at  www.forbes.com/commentary. 
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GOTTA  BE  WIRELESS 


EARLY  LAST  YEAR,  AROUND  THE  TIME  YAHOO  WAS  WORTH 
twice  what  General  Motors  was,  I  threw  a  dinner  party  for 
the  author  Michael  Lewis  at  our  Forbes  Silicon  Valley  digs. 
\The  New  New  Thing  had  just  cracked  the  New  York  Times 
.bestseller  list.  It  was  Michael's  first  smash  hit  since  Liar's 
Poker  in  the  1980s.  His  best  yet,  I  think.  Michael  had 
sketched  a  California  phenomenon  with  perfect  strokes, 
much  as  another  Eastern  skeptic,  Tom  Wolfe,  had  done  33 
years  earlier  with  California  crazies  of  a  different  bent  in  The 
Electric  KooTAid  Acid  Test. 

As  dessert  was  being  cleared,  Michael  tapped  his  spoon 
on  his  water  goblet  and  said:  "You  must  know  in  your  secret 
learts  this  can't  last — that  the  Internet  stock  craze  will  turn 
to  crap  someday.  When  it  does,  who  will  get  the  blame?" 
Many  ask  that  now. 

Is  it  the  venture  capitalists,  who  funded  too  many  compa- 
nies? Ask  a  VC  that  and  he'll  deny  it.  No,  for  real  blame,  where 
you'll  find  the  purest  form  of  greed  and  all  that,  look  no  fur- 
:her  than  the  investment  banks.  But  the  bankers,  who  grew 
■ich  flipping  dot-com  flops  for  fees,  shrug  their  shoulders  and 
ay  they  only  fed  institutional  funds  what  the  funds  wanted. 
^ot  so,  protest  the  big  funds.  Real  blame  belongs  to  the  pub- 
ic, which  had  become  unreasonably  accustomed  to  25%  an- 
nual returns.  By  1998,  little  ladies  in  sewing  clubs  in  Dubuque 
vere  demanding  the  heads  of  any  fund  managers  who  failed 
o  beat  the  S&P.  But  the  public,  if  it  blames  anybody,  blames 
he  press  and  the  analysts  for  inflaming  passions  and  inflating 
nopes.  The  press,  however,  accuses  the  venture  capitalists  for 
eding  it  baloney  on  rye.  And  around  it  goes. 
We  get  nowhere  pursuing  this. 


irhree  Prosperity  Pillars 

tVe  get  closer  when  we  finger  the  government  for  our  current 

iroubles.  For  starters,  there's  Alan  Greenspan's  absurdly  tight 

list.  How  tight  is  it?  Consider  that  every  major  commodity  in 

ilie  world,  except  oil,  is  priced  at  historical  lows  vis-a-vis  the 

|J.S.  dollar.  That  signals — no,  flashes — deflation,  the  worst  kind 

If  economic  monster.  Greenspan  should  quickly  cut  the  Fed 

Lnds  rate  to  3%. 

President  Bush's  tax  policy  doesn't  help.  The  cuts  are  too 

Ittle,  too  late,  representing  1%  of  the  U.S.  economy  over  ten 

:ars.  The  Administration's  fatal  fiscal  weakness  is  its  failure  to 

'eploy  the  most  effective  lever  of  all:  a  capital  gains  tax  cut.  The 

lor  is  that  Larry  Lindsey  feared  spending   tamum  -r  „.  .  ,  „  , 

'  '  r         o    W^Bai  To  see  past  Digital  Rules 

iy  political  capital  on  a  cap  gains  tax  cut,  I  co|umns,  visit  our  Web  site  at 

lat  he  thought  it  would  jeopardize  congres-  www.forbes.com/karlgaard. 


sional  support  for  his  income  tax  cut.  If  that's  true,  Lindsey  is 
twice  stupid.  A  president's  political  capital  is  never  fixed.  He 
gains  it  or  loses  it  by  his  actions.  A  cap  gains  tax  cut,  as  spectac- 
ularly proven  in  both  1978  and  1997,  is  the  quickest  fiscal  stim- 
ulus known  to  man.  Such  a  cut  applied  this  year  would  so  juice 
the  American  economy — just  a  15%  or  10%  rate  is  needed — 
that  Bush  would  be  swimming  in  political  capital  for  years.  He 
would  carry  Congress  in  2002  and  the  presidency  in  2004.  But 
as  things  now  stand,  with  this  feeble  tax  cut  stimulating  little 
aside  from  scornful  editorials  in  the  Washington  Post,  Bush  will 
blow  what  capital  he  has.  Has  it  escaped  him  and  Lindsey  that 
a  majority  of  voting  Americans  own  stocks?  A  cap  gains  tax  cut 
is  fiscally  and  politically  a  winner. 

Yes,  it  would  be  nifty  if  Greenspan  loosened  his  fist  and 
we  got  a  cut  in  capital  gains  taxes.  But  there  is  a  third  pillar  to 
renewed  prosperity:  bandwidth — last  mile  bandwidth.  With 
all  three,  the  economy  would  quickly  resume  a  4%  to  5% 
growth  rate  in  GDP. 

The  lack  of  last  mile  bandwidth  is  holding  up  the  next 
generation  of  Internet  software,  which  requires  streaming 
audio  and  TV-quality  video.  Lack  of  LMB  is  smothering  e- 
commerce.  It  is  destroying  sales  for  PCs,  servers  and  routers. 
It's  America's  big  roadblock,  behind  which  rotting  computer 
inventory,  busted  business  models  and  shattered  investor 
dreams  are  piling  up. 

Bubbling  Up 

What's  the  answer?  Sherlock  Holmes  used  to  say:  "When 
you  have  eliminated  the  impossible,  whatever  remains, 
however  improbable,  must  be  the  truth."  I  think  DSL  and 
cable  are  impossible  and  must  be  eliminated.  The  local 
phone  monopolies  have  no  incentive  to  roll  out  DSL  ag- 
gressively. They  feel  no  competitive  pressure  to  do  so;  the 
CLECs  are  dead.  Appealing  to  the  local  phone  monopoly 
management's  higher  principles  won't  work,  either.  If  it 
took  FCC  Chairman  Reed  Hundt  three  years  to  get  one 
measly  DSL  line  into  his  house  in  Virginia,  we  lesser  mor- 
tals have  no  chance. 

Cable  is  dead.  The  carriers  labor  under  mountains  of  debt 
and  can't  afford  to  upgrade  their  systems.  (Thanks  again, 
Messrs.  Greenspan  and  Lindsey. )  That  leaves  wireless.  But  it 
will  be  a  "new  new"  wireless,  which  is  just  now  bubbling  up 
from  a  hobby/hacker  market  and  looks  very  much  like  the 
hobby/hacker  PC  market  of  the  1970s. 

More  on  this  exciting  development,  so- 
called  WiFi  wireless,  in  the  next  column.  F 
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Cisco  Kidding? 

tech  Fans  hope  $3.5  billion  in  writedowns  can  set  up  a  return  to  greatness  for  the  company  that 
powers  the  Internet.  But  with  an  ailing  stock  and  an  unraveling  strategy,  the  real  trouble  may  lie  ahead 


BY  QUENTIN  HARDY 

NO  WONDER  CISCO  SYSTEMS 
thought  it  could  do  no 
wrong.  In  16  years  of  selling 
millions  of  network  routers 
to  businesses  and  buying 
dozens  of  other  companies,  it  was  a 
paragon  of  high-tech  growth.  It  took  a 
decade  to  hit  $1  billion  in  sales  in  1994, 
then  quadrupled  to  $4  billion  in 
two  years — and  quadrupled  yet 
again  in  less  than  four  years.  Even 
with  its  stock  off  80%  in  a  year — 
when  Cisco  was,  fleetingly,  worth 
more  than  any  other  company 
in  the  world — $10,000  invested 
when  it  went  public  in  1990  is 
still  worth  $2.4  million. 

It's  almost  hard  to  blame 
Cisco  Chief  John  Chambers 
for  a  little  swagger  even  as 
he  swallows  a  $1  billion  re 
structuring  charge,  writes  off 
$2.5  billion  in  inventory  and 
axes  8,500  jobs  (or  17%  of  the 
payroll).  He  sounds  strangely  un 
humbled — or  eerily  in  denial  — as 
he  compares  Cisco's  woes  to  the  rare 


disaster  of  a  once-in-a-century  flood  X 
(How  could  it  be  anything  smaller 
This  is  Cisco!) 

He  vows  Cisco  can  return  to  th 
torrid  growth  that  is  its  birthrighl 
Much  of  Wall  Street  is  quick  to  forgive 
yawning  at  the  big  writeoffs.  In  the  day 
after  Cisco  fessed  up  to  the  $2.5  billio: 
inventory  charge,  its  stock  held  its  owr 
Among  people  with  short  memorie 
hopes  are  high  for  a  fast  rebound. 

But  Cisco  may  be  kidding  itsel 
Rather  than  an  aberration,  this  stum 
ble  could  be  endemic.  The  two  big  en 
gines  of  Cisco's  future  growth — ac 
quisitions  made  with  fearless  alacrit 
and  a  foray  into  fiber  optics  to  e* 
pand  from  corporate  networks  int 
the  far  bigger  market  for  supplyin 
telecom  carriers — have  stalled.  I 
its  lifetime  Cisco  has  spent  $3 
billion  to  buy  71  firms,  includin 
$10.3  billion  in  two  years  to  bu 
optical  upstarts.  Now  Ciscc 
stung  by  uneven  results  and 
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ock  plunge,  is  pulling  back. 

In  today's  bipolar  market  it  is  hard 
»  buy  anything,  says  Michelangelo 
alpi,  Cisco's  chief  dealmaker.  "The  val- 
ition  of  everything  changes  so  quickly, 
don't  know  if  I'm  paying  too  much  or 
10  little."  Before  buying  again,  "we  have 
i  understand  what  things  cost." 

Yet  in  1999  Volpi  had  no  problem 
telling  out  $6.9  billion  in  stock  to  buy 
erent,  an  optics  shop  with  just  $10  mil- 
jn  in  sales.  Aimed  at  the  telcos,  it  was 
e  first  big  piece  of  a  three-part  optical 
ickage:  Cerent's  gear  for  routing  bits 
ithin  a  metropolitan  area;  high-speed 
)tics  to  handle  traffic  at  a  network's 
nter;  and  long-haul  laser  gear  to  zap 
ita  between  the  two.  Cisco  added 
onterey  Networks  for  $500  million  in 
xk  to  get  the  second  piece  of  its  "end- 
i-end"  optical  portfolio.  For  the  third, 
rig-haul  transport,  Cisco  paid  $2.15 
jlion  in  stock — about  ten  times  sales — 
j  buy  Pirelli  Optical  Systems. 
|  Only  the  Cerent  deal  still  looks  good, 
fsco  has  built  the  metro  part  to  about 
I  billion  in  sales.  That  hundredfold 
pwth  compared  with  what  Cerent  was 
j  ing,  however,  seems  unlikely  to  con- 
ue.  The  telcos  racing  to  ring  U.S.  cities 
i  fiber  are  drowning  in  debt.  A  long- 
aited  upgrade  to  Cerent  gear  could 
lip,  and  Volpi  says  the  upgrade  is 
i;ady" — but  when  pressed  he  admits 
remains  in  "the  late  stages"  of  testing. 
I  Cisco  scrapped  the  Monterey  part 
jits  strategy  last  month,  in  essence 
liking  away  from  a  $500  million  in- 
rtment.  It  had  bought  Monterey  be- 
le  the  latter's  core  product  was  fin- 
;ed,  and  in  20  months  Cisco  couldn't 
i  past  field  trials.  The  effort  was  hurt 
I  the  exit  of  Monterey  founders 
'ichael  Zidikian  and  Zareh  Bagh- 
ikarian  shortly  after  the  sale. 
SJ  Nor  does  the  Pirelli  deal  look  all 
lit  promising.  Cisco  won't  say  how 
*6ch  long-haul  gear  it  has  sold  since 
wing  the  Italian  firm  in  late  1999,  but 
llsiders  are  dubious.  "We  never  un- 
Hstood  why  they  bought  Pirelli.  It  was 
wer  on  our  shortlist  of  suppliers," 
Ik  one  big  Cisco  customer. 
HVolpi  admits  that,  after  two  years  of 


pursuing  an  "end-to-end"  strategy, 
Cisco's  "initial  focus"  is  now  only  on 
the  first  end  served  by  Cerent.  That's 
hard  to  glean  from  Cisco's  perky  press 
releases.  In  its  February  earnings  report 
Cisco  said  it  "was  chosen  to  build  out 


A  Stretch 

spying  Charging  a  rival 
with  stealing  secrets  about 
its  undergarments?  Pity 
Fruit  of  the  Loom. 

BY  BRANDON  C0PPLE 

£\  ERIOUS  BUSINESS  WHEN  A  PESKY 
^^little  upstart  like  Gildan  Ac- 
\^tivewear  steals  the  shirt  off  an 
old  stalwart  like  Fruit  of  the  Loom.  In 
two  years  Gildan,  a  Canadian  outfit, 
has  gone  from  15%  to  30%  of  the  cot- 
ton T  shirt  market,  while  Fruit  has 
sunk  from  30%  to  26%.  What's  be- 
hind this  reversal  of  fortune?  Dirty 
tricks,  is  what.  Gildan  has  been  engag- 
ing in  . . .  industrial  espionage! 

What's  to  steal?  The  secret  about 
the  pocket's  going  on  the  left  front? 
The  little-known  fact  that  the  label 
goes  in  the  rear?  Apparently,  it  was  the 


optical  networks"  for  BellSouth,  among 
other  telcos.  The  Bell,  however,  says 
Cisco  sold  it  old-line  routers,  not  the 
new  optical  wares. 

Cisco  needs  to  gain  in  telecom  to 
keep  growing.  Its  80%  share  of  its  core 
market — routers  sold  to  businesses — 
leaves  little  room  for  expansion,  espe- 
cially as  companies  slow  their  tech 
spending.  But  in  telecom,  big  players 
worry  about  relying  on  Cisco  when  it 
sells  only  metro  gear.  "The  vendor  has 
to  give  us  the  capability  for  end-to- 
end,"  says  Hossein  Eslambolchi,  who 
runs  AT&T's  network.  "Giving  us  the  in- 
dividual elements  isn't  enough." 

Out  of  necessity,  Cisco  now  seeks 
growth  elsewhere — wireless,  storage, 
voice  calls  over  the  Internet.  Underlying 
it  all  is  Cisco's  certainty  that  it  will  get  a 
commanding  share  of  revenue  from 
routing  traffic  on  the  Net,  where  data 
traffic  still  doubles  every  six  months. 
But  with  prices  uncertain,  telecom 
clients  reeling  and  upstarts  like  Juniper 
Networks  gaining,  Cisco's  old  certainties 
seem  as  out  of  place  as  its  propensity 
for  swagger.  F 


highly  sensitive  information  about, 
gasp,  inventory  shortfalls  and  manu- 
facturing costs.  In  other  words,  with 
such  documents,  it  is  alleged,  Gildan 
was  able  to  price  its  T  shirts  competi- 
tively— and  plan  exactly  where  to 
send  those  garments  to  sporting 
goods  stores  just  in  time  for  intra- 
mural Softball  games. 

In  a  suit  that  oozes  self-pity,  Fruit 
asserts  that  Gildan  engaged  in  conduct 
that  "mocks  any  notion  of  fair  compe- 
tition." The  theft  of  secrets  took  place 
last  November,  but  Fruit  didn't  get 
wise  to  it  until  early  April.  Fruit  wants 
recompense  for  lost  profits  plus  un- 
specified punitive  damages. 

Or  do  we  have  a  case  here  of  man- 
agement simply  looking  for  a  way  to 
cover  its  back?  Fruit  expects  to  be  in 
the  red  again  this  year,  after  losses  in 
1999  and  2000. 

Montreal-based  Gildan  admits  it's 
in  possession  of  the  stolen  informa- 
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lion,  though  it  disputes  its  usefulness. 
Just  how  those  documents  got  there  is 
less  a  sordid  than  a  pathetic  little  tale. 
David  Cherry,  a  former  Fruit  executive 
who  once  oversaw  distribution,  called 
Elizabeth  Walton,  his  onetime  col- 
league, from  his  new  job  as  Gildan's 
head  of  planning.  Cherry  asked  Walton 


to  FedEx  him  a  copy  of  Fruit's  sewing 
report  and  sales  projections.  She 
obliged.  Once  it  had  the  documents, 
Gildan  immediately  had  them  analyzed 
by  Harold  Moore,  a  Gildan  plant  man- 
ager and  a  former  Fruit  employee.  Both 
he  and  Walton,  presumably  overcome 
by  guilt',  fessed  up  and  submitted  affi- 


davits in  support  of  Fruit's  allegatioi 
Fruit  then  canned  Walton. 

Espionage,  betrayal  and  underg 
ments.  All  the  makings  of  a  sudsy  d 
time  soap.  Until  you  look  closely  at 
details — and  see  that  it's  only  one  mc 
chapter  in  the  sad  decline  of  a  on 
proud  brand. 


Seventh-Inning  Slump 

cable  ESPN  is  a  franchise  player  for  Disney.  Now 
ratings  are  soft,  ads  are  slow  and  a  midlife  crisis  looms. 


BY  DOROTHY  P0MERANTZ 

ESPN  CONTINUED  TO  BE  IN  A 
class  of  its  own,"  Michael  Eis- 
ner rhapsodizes  in  Walt  Dis- 
ney Co.'s  latest  annual  report.  The 
chairman  has  good  reason  for  the 
panegyric:  The  "worldwide  leader 
in  sports"  had  $2.6  billion  in  rev- 
enue and  $824  million  in  operating 
income  last  year. 

The  ESPN  franchise  is  worth  $20 
billion,  25%  of  Disney's  market 
value,  though  it  provides  only  10% 
of  total  revenue,  Morgan  Stanley  es- 
timates. "ESPN  has  exceeded  our  ex- 
pectations," says  an  effusive  Thomas 
Staggs,  Disney's  chief  financial  offi- 
cer. "We're  thrilled  with  where  they  are." 

That  fat  and  sassy  attitude  has  defined  ESPN  for  years. 
Each  month,  cable  systems  pay  ESPN  70  cents  per  subscriber 
to  offer  the  channel,  which  reaches  82  million  cable  house- 
holds. Those  fees  are  double  the  cost  of  CNN  and  four  times 
that  of  MTV.  "Never  underestimate  the  demand  for  ESPN," 
boasts  ESPN's  president,  George  Bodenheimer. 

But  a  middle-aged  paunch  is  settling  on  the  21 -year-old 
sports  channel.  ESPN  is  duking  it  out  with  the  upstart  Fox 
Sports  cable  service,  regional  rivals  and  countless  Web  sites. 
Viewers  are  bailing  out:  ESPN's  ratings  from  October  to 
March  were  down  a  startling  19%  from  a  year  earlier,  and 
ratings  in  February  and  March  hit  their  lowest  point  in  three 
years.  ESPN  says  its  ratings  are  up  a  healthy  5%  among  a  key 
audience  advertisers  covet — men  ages  18  to  34,  but  Lehman 
Brothers  analyst  Stuart  Linde  figures  every  percentage  point 
drop  in  household  ratings  translates  into  a  $53  million  hit  to 
ad  revenue,  shaving  two  cents  off  Disney's  earnings  per 
share.  ESPN's  ad  sales  grew  only  3.5%  last  year  to  eclipse  $1 
billion,  while  ad  revenue  at  the  newer  ESPN2  grew  15%. 
ESPN  also  struggles  with  soaring  costs  of  premiere  sports 
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contracts — especially  an  eight-year,  $9  billion  p 
to  air  National  Football  League  games  (up  135 
per  year  from  the  previous  deal)  and  a  63%  jui 
in  the  cost  of  Major  League  Baseball  (to  $851  m 
lion  for  six  years). 

What  to  do?  ESPN  blames  the  ratings  decline 
audience  fragmentation  and  says  it  can  neutral 
the  threat  to  ad  sales  by  packaging  the  chan 
with  other  Disney  properties,  such  as  ABC  spo 
an  ESPN  magazine  and  its  popular  Web  site. 

ESPN  also  has  dropped  some  sports  contract 
deems  too  rich.  In  1999  it  let  Nascar  jump  to  F« 
NBC  and  AOL  Time  Warner's  TBS  rather  than  ta 
part  in  a  six-year  deal  priced  at  $2.4  billion, 
400%  from  the  previous  contract.  In  January  ES 
sat  idle  as  golf  s  Senior  PGA  Tour  defected  to  CN1 
In  place  of  such  middle-tier  fare,  the  Disr 
unit  seems  set  on  airing  events  that  are  chear, 
over  the  long  run  yet  still  draw  viewers.  This  rr 
pay  off  when  ESPN  can  prodi 
the  shows  in-house  and  o 
them,  rather  than  paying  hi 
sums  to  pro  leagues  that  ret 
all  rights.  One  show,  2  Min 
Drill,  is  a  Who  Wants  To  Be 
Millionaire  for  jock  junkies 

ESPN's  cost  per  rating  po 
to  produce  Drill  is  half  that 
an  NFL  game  that  ESPN  basia 
rents.  Over  the  run  of  the  she 
which  debuted  in  Septemb 
ratings  increased  24%.  So 
the  documentary-style  The  i 
hasn't  shined,  but  it  costs 
less  than  the  premiere  events 
ESPN  also  is  fishing  for  viewers,  cheaply,  by  paying  J 
million  to  buy  B.A.S.S.,  the  big  fishing  tournament  organi: 
The  talent  is  a  lot  cheaper  than  superstar  jocks,  the  ratings 
outdoor  programming  are  up  60% — and  ESPN  owns 
whole  shebang.  Whether  feisty  fish  and  sports  trivia  can  ro 
ESPN's  ratings  is  another  matter.  "ESPN  got  so  big  and  so  pi 
itable  so  fast,  a  bit  of  arrogance  may  have  come  in,"  si 
Chester  Simmons,  ESPN's  first  president.  For  Michael  Eisn 
prize  channel,  it  may  be  time  for  a  new  playbook. 


The  growing  gets  tougher 
for  Disney's  cable  jewel. 

Decline  in  house- 
holds watching  ESPN 
during  prime  time 
between  1999  and  2000 

Drop  in  ESPN 
international  subscribers 
from  1996  to  2000. 


Projected  ESPN 
2001  ad  increase. 

Source:  Analyst  reports. 


"In  today  s  market  doing 
nothing  could  be  risky." 


Some  of  your  investments  probably 
got  hit  hard  recently.  High  tech,  over- 
it  hasn't  been  pretty. 

But 


something  far  more 
valuable  may  have 
been  damaged:  your 
confidence  as  an 
investor.  And  that 
really  concerns  me. 
So  I  want  you  to  take  a  deep  breath,  relax, 
and  read  a  few  things  I've  learned  over 
forty  years  in  the  investment  business. 

WILL  THIS  DOWNTURN 
EVER  END? 

Yes,  obviously  we  have  been  experi- 
lencing  a  market  correction.  But  no,  I 
Idon't  believe  it  will  go  on  forever. 

Why  do  I  think  this?  In  my  years  as 
tan  investor  I've  seen  twelve  such  drops, 
including  this  one. 

The  Schwab  Center  for  Investment 
■(Research®  tracks  and  analyzes  market 
kmoves  like  this  and  uses  the  past  to 
[provide  perspective  on  the  future. 

We  can  tell  you  that  some  drops 
lonl)  lasted  a  matter  of  months,  and  a 
Few  look  years  to  end,  but  end  they  all 


[Commentary  on  today's  market.] 

by  Charles  R.  Schwab 


did  as  will  this  one. 

Now,  can  I  or  the  Schwab  analysts 
with  all  their  facts  and  figures  tell  you 
when  that  will  happen? 

Absolutely  not.  We're  not  magicians. 

All  I  can 
promise  is 
that,  yes, 
as  long 
as  history 
repeats 
itself,  there 
will  be  an 
end  to  this 
downturn. 
Twelve 
previous 
times, 
when  all 

was  said  and  done,  stocks  have  typically 
outperformed  other  types  of  investments. 

It's  a  pretty  solid  chance  this  time 
around  will  be  the  same. 

After  all,  history  is  on  our  side. 

TI  IE  IMPORTANCE 
OF  DIVERSIFICATION. 

If  you  went  a  little  overboard  on 
technology  stocks  like  many  others  did, 
you  may  have  just  received  a  solid  lesson 
in  the  need  for  portfolio  diversification. 

Come  into  one  of  our  Schwab  offices 
and  let  an  Investment  Specialist  tell  you 
face  to  face  what  our  thinking  is  on 
your  portfolio,  spreading  your  risks  and 
broadening  your  investment  coverage. 

Together,  we  can  evaluate  stocks, 
bonds  and  mutual  funds.  And  help 


l  $10,000 
I  $1,000  - 

$100  - 
$10 

$1 


Small-Cap  Stocks 
— •  Large-Cap  Stocks 

  Bonds 

•  •  •  Cash 
—  —  Inflation 


chart  above  illustrates  the  growth  in  value  of  $1  00  invested  in  various  financial  instruments  from  1 925  through  2000.  Figures  above 
:ate  the  value  of  that  same  $1  00  at  the  end  of  2000.  Note:  Results  assume  reinvestment  of  dividends  on  stocks  and  coupons  on 
is,  and  no  taxes  or  transaction  costs  Generally,  small-cap  stocks  are  in  the  bottom  50%  of  publicly  traded  companies  based  on 
<et  capitalization.  These  stocks  are  subject  to  greater  volatility.  Source:  Stocks,  Bonds.  Bills  &  Inflation  2001  Yearbook.  ©  2001 
tson  Associates.  Inc.  Based  on  the  copyrighted  works  by  Ibbotson  and  Sinquefield  All  rights  reserved.  Used  with  permission.  The 
iices  representing  each  asset  class  are  S&P  500  Index  (large-cap  stocks),  CRSP  6-10  Index  (small-cap  stocks),  Ibbotson  Intermediate 
j.S.  Government  Bond  Index  (bonds),  and  30-day  Treasury  bills  (cash).  Indices  are  unmanaged,  do  not  incur  fees  or  expenses  and 
jannot  be  invested  in  directly.  Past  performance  is  no  guarantee  of  future  results.  Schwab  Center  for  Investment  Research 
;  a  division  of  Charles  Schwab  &  Co..  Inc.  ©  2001  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE  (0301-13190) 


you  create  a  balanced  portfolio. 

GETTING  YOUR 
CONFIDENCE  BACK. 

In  an  up  market,  it's  easy  to  get 
seduced  by  commission-compensated 
brokers  offering  hot  ideas! 

At  Schwab,  our  Investment  Specialists 
aren't  under  the  pressure  of  commission- 
based  compensation. 

So  let's  talk  openly,  and  honestly, 
about  your  investment  goals  and  objec- 
tives and  how  our  unique  workshops, 
products  and  serv  ices  can  help  make 
you  a  smarter,  more  confident  investor. 

WE'RE  HERE  TO  HELP  YOU. 

They  say  every  cloud  has  a  silver  lin- 
ing. I  believe  it's  truer  than  ever  right  now. 

As  an  investor  you  ma}'  have  taken 
a  few  lumps.  But  react  to  them  in  a 
positive  way,  and  you  can  end  up  stronger 
and  wiser,  with  the  kind  of  portfolio 
that's  ready  to  weather  whatever  the 
future  holds. 

You  have  my  word  that  Schwab  is 
here  to  help  you  — whatever  your  needs 
may  be. 

Let's  eliminate  one  of  the  biggest 
investment  risks  of  all:  the  risk  of  doing 
absolutely  nothing. 

FOR  A  FREE  COPY  OF  OUR 
SMART  ANSWERS'  GUIDE 


Smart 

Answers 

For 

Today s 
Market 


call 

1-800-790-3803 

visit 

394  locations  nationwide 


Charles  Schwab 

creating  a  world  of.  smarter  investors'' 


What  Wealth  Effect? 


ECONOMY:  Paper  assets 
are  shrinking,  but  the  cash 
registers  keep  ringing. 

BY  DANIEL  KRUGER 

WHEN  THE  FEDERAL  RESERVE 
Board  surprised  the  market 
by  cutting  short-term  inter- 
est rates  in  mid-April,  it  cited  concern 
about  how  falling  stock  prices  might 
curb  consumer  spending. 

Alan  Greenspan,  meet  Nigel  Per- 
saud.  Persaud's  stock  portfolio  is 
down  $100,000  in  the  past  year,  but 
the  41 -year-old  Queens,  N.Y.  insur- 
ance salesman  isn't  changing  his 
spending  habits.  "I'm  still  wining  and 
dining,"  the  father  of  two  says.  He's 
also  sticking  to  his  plan  to  buy  a  new 
4x4  truck  later  this  year.  "I  need  it," 
he  says  firmly. 

Greenspan  aside,  it  seems  people 
like  Persaud  don't  worry  about  their 
stock  holdings  when  shopping.  In 
fact,  according  to  a  little-noticed 
study  by  two  Federal  Reserve  Bank  of 
New  York  economists  last  year,  tem- 
porary fluctuations  in  asset  values 
have  virtually  no  impact  on  con- 
sumption. In  short,  they  say,  the 
"wealth  effect"  on  consumers — up  or 
down — is  widely  overstated. 

The  economists,  Martin  Lettau 
and  Sydney  Ludvigson,  say  con- 
sumers make  a  distinction  between 
their  "permanent  wealth"  (assets,  like 
bank  savings,  that  are  unlikely  to  lose 
value)  and  "transitory  wealth"  (assets 
that  could  erode,  like  stocks  and 
bonds).  Comparing  back  to  1950 
consumption  data  to  labor  income 
and  investment  assets,  they  con- 
cluded that  permanent  wealth  is  the 
prime  mover  of  consumer  spending. 
Many  changes  in  asset  wealth  are 
transitory — think  of  the  1987 
crash — and  thus  have  no  impact  on 
buying  habits,  they  argue. 

"Households  appear  to  pay  little 
attention  to  the  transitory  swings  in 
their  net  worth,"  they  write.  At  some 
point  consumers  do  consider  parts 


Make  It  Up 
On  Volume 

CARS  The  economy  stinks, 
yet  auto  sales  are  sizzling. 
Why?  It's  not  pretty. 


E 


R0BYN  MEREDITH 

ICONOMISTS  AND  EXECUTIVES 
have  been  puzzling  over  why  auto 
I  sales  have  held  up  so  well  in  a  soft- 
ening economy.  In  the  first  three  months 
of  this  year,  sales  of  4. 1  million  cars  and 
trucks  amounted  to  the  second-best  first 
quarter  ever,  down  only  from  the  record 
4.4  million  sales  last  year. 

Mystery  solved:  They're  basically  giv- 
ing the  cars  away.  The  big  three  have 
goosed  sales  by  offering  rebates  of  up  to 
$3,000  and  cut-rate  lease  and  financing 
deals  on  nearly  every  model — even  their 
highest-profit  trucks  and  SUVs. 

This  is  great  for  car  buyers,  but  not 


of  their  portfolio  as  permaner 
wealth.  But  only  when  they  view  it  i 
"sustainable." 

They  seem  right  these  day 
Though  the  Nasdaq  is  down  57%  sine 
last  March  and  the  Dow  is  9%  belo 
its  January  2001  peak,  annualize 
spending  was  up  3.6%  last  montl 
"Some  people  are  panicking,  and  y< 
they're  still  spending,"  says  Yale  ecoc 
omist  Robert  Shiller. 

What  do  the  economists  think 
Greenspan's  tying  the  equity  marke 
to  spending?  They  obfuscate  as  well 
the  chairman.  "As  we're  watchir 
things  in  real  time,"  said  Ludvigso 
"it's  hard  to  classify  them  as  transito 
or  permanent." 


for  Detroit.  After  a  $2,000  rebate, 
example,  Ford  makes  less  than  $3,0C 
on  a  $27,000  Windstar  minivan,  esl 
mates  Deutsche  Banc  Alex.  Brown.  E 
that  for  a  quarter  and  profits  are  cut  I 
$90  million  on  Windstar  sales  alone. 

Make  it  up  on  volume?  Hardly.  Ge 
eral  Motors  and  Ford  both  reporti 
huge  drops  in  first-quarter  earnings.  G 
earned  just  $120  million  selling  cars 
North  America— spare  change  for 
company  with  first-quarter  revenues 
$42.6  billion.  It  earned  nearly  four  tin 
as  much  on  loans  and  leases. 

Rebate  math  is  simple  but  seari 
in  the  auto  industry:  Adding  a  $500 
bate  doesn't  sound  like  much,  1 
when  you  multiply  it  by  the  4. 1  milli 
vehicles  sold  in  a  quarter,  it  crimps  i 
dustry  earnings  by  $2.05  billion. 

Why  don't  automakers  just  st 
the  madness  and  reduce  rebat 
Mosdy  because  the  strong  dollar  is 
lowing  Asian  automakers  to  increi 
their  discounts  (Toyota  Camry:  $ 
rebate;  Kia  Sportage:  $2,000).  If  the 
three  don't  match  Korean  and  Jape 
ese  automakers'  prices,  they'll  1 
market  share,  which  could  trigger 
pensive  factory  closings.  So  the  1 
three  are  spending  on  rebates  instea 

Imagine  what  would  happen  if 
dustry  sales  plunged  from  record  tei 
tory  to  recession  levels. 
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A  customer  gets  through  to  you. 

So,  now  what? 


It'san  important  moment.  Howmanytimesa 
day  does  this  happen?  Hundreds?  Thousands? 
Make  the  most  of  every  one  with  Customer 
Relationship  Management  solutions  from  Avaya. 
And  make  customers  for  life.  Here's  how.  Unique 
predictive  inquiry  routing  helps  anticipate  each 
customer's  needs.  And  puts  them  through  to  the 
person  in  your  company  who  can  help  them  best. 
Sowhetherthey'reclicking,  or  calling,  ore-mailing, 
or  whatever,  their  needs  are  met.  Their  questions  are 
answered.Their  problems  solved. Treat  people  better 
than  they  ever  thought  possible.  With  Avaya.  Call 
866-GO-AVAYAorvisitavaya.com/solutions/crm 


munication  without  boundaries 


AVAVA 

I  commu 


communication 


f    R    O    N  T 


BY  ELISA  WILLIAMS 

AVANT  CHAIRMAN  GERALD  HSU 
has  a  little  trick  for  improving 
productivity  among  his  1,330  em- 
ployees. Every  six  months  he  fires  5%  of 
them.  Sales  reps  in  particular  are  in  dan- 
ger if  they  fail  to  visibly  dote  on  cus- 
tomers. "If  you  don't  smell  each  other's 
body  odor,  you  don't  get  purchase 
order,"  he  quips  in  clipped  English. 

This  is  a  guy  you  don't  want  to  cross. 
No  surprise  that  when  he  and  his  soft- 
ware firm  were  charged  with  stealing 
trade  secrets  from  archrival  Cadence 
Design  Systems,  Hsu  fought  back.  He 
has  spent  some  $30  million  of  Avant 
shareholders'  money  to  clear  his  name 
in  criminal  and  civil  cases,  and  $48  mil- 
lion to  settle  related  shareholder  suits. 

Recently  starting  over  before  its  fifth 
judge,  the  criminal  case  has  chewed 
through  two  grand  jury  indictments, 
three  motions  to  remove  the  prosecu- 
tor, 20  lawyers  and  9  defendants.  Hsu 
may  be  the  only  executive  running  a 
company  while  out  on  $  1  million  bail. 
This  is,  at  base,  a  civil  dispute  be- 
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tween  two  vendors  of  the  costly  soft- 
ware packages  used  to  design  semicon- 
ductor chips.  Santa  Clara  (Calif.) 
County  Deputy  District  Attorney  Julius 
Finkelstein  turned  it  into  a  criminal 
matter  in  1995  after  local  police  got  a 
warrant  to  search  the  home  of  an  ex- 
Cadence  employee  and  found  what 
looked  like  pirated  source  code.  But 
should  they  have  been  looking  at  all? 

"If  you  asked  the  people  of  the  state 
of  California  if  they  wanted  three  D.A.S 
to  spend  their  time  to  prosecute  what  is 
essentially  a  business  dispute  between 
two  companies,  I  doubt  that  they 
would  say  yes,"  says  Daniel  Bookin,  an 
Avant  defense  attorney  who  helped  get 
accused  spy  Wen  Ho  Lee  off  the  hook. 

A  tenacious  litigator,  Finkelstein,  54, 
won  $1.9  million  in  damages  in  1991 
when  he  sued  his  former  boss  for  tor- 
pedoing his  campaign  to  run  for  dis- 
trict attorney.  "A  prosecutor  has  to  have 
a  thick  skin,"  he  shrugs. 

By  now  he  must  be  made  of  leather. 
Though  Finkelstein  has  survived  mul- 
tiple attempts  to  get  him  kicked  off  the 


No  odor,  no  order:  Avant's  Gerald  Hsu. 

case,  Avant  is  still  stewing  about  th 
fact  that  the  D.A.  is  depending  o 
funds  provided  by  Cadence  to  pay  fc 
consultants  and  witnesses.  Avant  ah 
claims  that  an  expert  paid  for  by  G 
dence  manipulated  evidence,  while  c 
another  occasion  the  D.A.  tipped  o 
Cadence  about  a  pending  search. 

"It's  like  bringing  a  gun  to  a  kni 
fight,"  seethes  Thomas  Nolan,  an  atto 
ney  for  one  of  the  defendants. 

But  Hsu  and  Avant  aren't  exact 
above  suspicion.  When  two  of  Avan1 
founders  were  still  at  Cadence  in  199 
they  secretly  formed  what  would  lat 
become  Avant,  and — or  so  say  Caden 
and  Finkelstein — pilfered  electron 
copies  of  source  code.  The  Avant  co< 
even  contained  grammatical  ai 
spelling  errors  matching  those  in  t 
Cadence  code.  Hsu  stands  accused 
concealing  stolen  property. 

"The  value  of  what  was  misappr 
priated  here  runs  to  the  hundreds 
millions,  if  not  a  billion  dollar:  I 
charges  Cadence  Chief  Executive 
Raymond  Bingham. 

Despite  the  legal  swamp,  Hsu,  w  I 
joined  Avant  in  1994,  has  built  the  coi  I 
pany  into  the  world's  fourth-larg>  I 
supplier  of  software  used  to  desi  I 
chips.  Although  earnings  were  do^  I 
slightly  last  year  to  $53  million  on 
18%  increase  in  sales  to  $358  millic  f 
much  of  the  hit  came  from  legal  < 
penses  and  merger  and  acquisiti 
charges.  Perhaps  to  hedge  its  bets  in 
American  legal  lottery,  Avant  has 
vested  $63  million  in  a  Chinese  ch 
making  foundry  and  expects  to  add ; 
other  $38  million  to  this  investment 

Although  the  case  has  weigh 
heavily  on  Avant's  stock  for  years,  F 
is  more  perturbed  about  the  newspa 
photos  that  were  taken  as  he  was  le 
ing  jail  after  his  arrest  in  1997.  Stroll 
freely  with  his  arms  behind  his  ba 
Hsu  appeared  to  all  the  world  a 
handcuffed  hood.  He  winces  as  he 
calls  walking  past  newspaper  bo 
while  escorting  his  daughter  to  colkl 

A  software  executive  has  to  ha\ 
thick  skin,  too. 
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There's  no  better  way  to  fly."  Lufthansa 


A  STAR  ALLIANCE  MEMBER  ^ 


OUTFRONT 

Hoisted  by  Its 
Own  Qatar? 

unrest  The  WTO  hopes  to 
dodge  the  anarchists  this  time  by 
meeting  in  the  Persian  Gulf.  Hah. 

BY  MICHAEL  MAIELLO 

THIS  YEAR'S  MEETING  OF  THE 
World  Trade  Organization  won't 
draw  50,000  protesters,  as  it  did  in 
Seattle.  The  WTO  will  avoid  the  mobs 
by  convening  in  remote  Doha,  capital 
of  Persian  Gulf  nation  Qatar  (pro- 
nounced "ke-TAR")  in  November. 

But  officials  better  watch  what  they 
say  about  their  hosts.  According  to  the 
U.S.  State  Department,  the  Qatari  gov- 
ernment "does  not  allow  . . .  interna- 
tional professional  organizations  critical 
of  the  government  or  any  other  Arab 
government."  To  minimize  even  casual 
dissing,  government  security  forces 
even  monitor  sports  and  social  clubs. 

During  the  Seattle  protests  then- 
WTO  director  Michael  Moore  gave  a 
talk  about  human  rights,  free  trade  and 
democracy.  His  words  may  not  mean 
much  to  the  average  Qatari,  if  the  State 
Department's  2000  Country  Reports  on 
Human  Rights  Practices  is  correct. 


WTO:  "Totalitarian  countries  always  pose  a  greater  threat  to  peace." 

Qatar:  "Citizens  do  not  have  the  right  to  change  ...  their  political  system  peacefully." 


WTO:  Globalization  is  "driven  by  common  values  of  freedom,  democracy  and  the  desii 
to  share  what  the  world  has  to  offer." 

Qatar:  The  closest  thing  Qatar  has  to  a  democratic  branch  of  government  is  an  electej 
Central  Municipal  Council  that  addresses  issues  like  "street  repair."  It  "cannot  chan§| 
policy  on  its  own." 

WTO:  "I'm  here  to  open  the  door  for  working  men  and  women." 
Qatar:  "Employers  must  give  their  consent  before  exit  permits  are  issued  to  any  foreigl 
workers  seeking  to  leave  the  country.  Some  employers  temporarily  withhold  this  consei| 
to  force  foreign  employees  to  work  for  longer  periods  than  they  wish." 

WTO:  "Of  course  economic  freedom  is  not  the  only  freedom.  But  it  is  an  indispensabl 
part  of  all  the  other  freedoms  we  hold  important— freedom  of  speech,  freedom  of  coi 
science,  the  freedom  of  choice  and  opportunity." 

Qatar:  "In  1998  Ministry  of  Education  official  Abdulrahman  Al-Nuaimi  distributed  a  lettj 
criticizing  the  Amir's  decision  to  allow  women  to  vote  and  run  for  office  in  the  Municip| 
Council  elections  ...  The  Amir  ordered  his  arrest  and  he  remains  in  detention." 


WTO:  "We  are  fighting  to  create  a  world  that  is  more  open  and  interdependent,  a  world  mm 
lower  barriers  and  greater  freedom." 

Qatar:  "The  government  has  embarked  on  a  program  of  'Qatarization,'  which  is  aimed 
reducing  the  number  of  foreign  workers." 


Repeat 
Performance 

F  E  u  D  s  l  Octogenarian 
investor  John  Kluge  is  bracing 
for  another  raucous  showdown 
with  his  shareholders. 

BY  JOHN  GORHAM 

AS  A  YOUNG  ANALYST  IN  THE  1980S 
at  British  brokerage  Rowe  &  Pit- 
man, Alan  Snyder  put  his  institu- 
tional clients  into  something  called 
Metromedia.  Run  by  financier  John 
Kluge,  Metromedia  owned  potentially 
valuable  television  and  radio  proper- 
ties, as  well  as  a  nascent  cellular  tele- 


phone business.  While  Snyder  worri 
that  Kluge  deliberately  obscur 
Metromedia's  value,  he  thought  t 
company  was  cheap. 

So  did  Kluge.  With  Metromedi; 
stock  languishing,  Kluge  took  the  cor 
pany  private  in  1984  in  a  $1.2  billi< 
leveraged  buyout.  Then  he  enraged  fc 
mer  shareholders  by  selling  off  t 
pieces  for  $8  billion. 

Seventeen  years  later  Snyder  a: 
other  shareholders  are  again  battling  t 
86-year-old  Kluge.  With  a  7.7%  stake,  S 
Francisco-based  Snyder  Capital  Manaj 
ment  is  the  largest  institutional  sha: 
holder  in  Kluge's  Metromedia  Interr 
tional  Group,  a  hodgepodge  of  small 
telecommunications,  Internet,  radio  a 
cable  TV  companies  spread  across  Chi 


b: 
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ICLE  SKID  CONTROL*  A  slick  road.  A  blind  curve.  And  instantly,  the  Laws  of  Physics  turn  on  you.  But  in  that  same 
ant,  Vehicle  Skid  Control  monitors  wheel  speed  and  acceleration.  Brakes  pulse  rapidly.  Throttle  kicks  in.  And  the  curve  is 
ly  behind  you.  Avalon,  with  a  five-star  government  crash-test  rating.**  So  much  for  physics.    (^)  TOYOTA  AVALON 


ilabie  on  XLS  model  only.  Claim  based  on  five-star  rating  in  the  medium  passenger  car  category  for  the  rear-seat  passenger  in  a  side  impact,  in  test  conducted  by  the  National 
Highway  Traffic  Safety  Administration,  January  2000.  www.toyota.com  •  l-800-go-toyota  ©2000  Toyota  Motor  Sales,  U.S.A.,  Inc.  Buckle  Up!  Do  it  for  those  who  love  you. 


QUTFRQNT 


"They  have  noncore  assets  that  have  been  through  cycles.  Power  mowers? 
Eastern  European  telecommunications  assets?  Tell  me  the  synergy." 


Kluge's  millionaire  side 
kick:  Stuart  Subotnick. 


eastern  Europe  and  former 
Soviet  backwaters  such  as 
Kyrgyzstan  and  Belarus. 
Combined  revenues  from 
Metromedia's  communica- 
tions subsidiaries  and  joint 
ventures  last  year  rose  71% 
to  $280  million. 

True  to  form,  Kluge  is 
again  infuriating  investors. 
Since  he  formed  the  com- 
pany in  1995,  Metromedia  International's 
stock  has  tanked  by  85%  to  a  recent 
$2.69.  The  complaints  have  a  familiar 
echo.  Investors  say  the  company  is  worth 
more  than  $9  a  share.  They  accuse  Kluge 
and  his  longtime  sidekick,  Stuart  Subot- 
nick, of  obscuring  the  company's  true 
value  and  depressing  its  stock  price 
through  a  byzantine  structure  of  more 
than  50  separate  subsidiaries,  with  vary- 
ing ownership  percentages,  spread  across 
20  countries.  For  example,  Kluge  recently 
sold  off  Metromedia's  22%  stake  in  a  Lat- 
vian mobile  phone  operator  for  a  $57 
million  gain  on  an  estimated  $9  million 
investment.  "What's  a  minority  position 
in  Riga  worth?"  Snyder  huffs. 

Suspicious  that  Kluge  and  Subotnick 


are  again  scheming  to  take 
the  company  private  for  a 
song,  outside  shareholders 
aren't  lying  down  this  time. 
New  York  hedge  fund  man- 
ager Paul  Singer  of  Elliott 
Associates,  which  owns  3.8% 
of  the  stock,  recently 
launched  a  proxy  fight  for 
three  of  the  eight  board  seats. 
A  former  corporate 
lawyer,  Singer  is  a  veteran  of  scrapes 
with  dealster  Ronald  Perelman  and  for- 
mer government  monopoly  Telecom 
Italia.  He  successfully  sued  the  Peruvian 
government  after  it  tried  to  force  a  hair- 
cut on  distressed  government  bonds. 

To  turn  up  the  heat  on  Kluge, 
Singer  enlisted  Lens,  the  self-appointed 
shareholder  gadfly  outfit  in  Portland, 
Me.,  to  stand  for  three  board  seats.  If 
elected,  the  Lens  candidates  promise  to 
force  a  sale  of  Metromedia's  ailing 
Snapper  lawnmower  unit,  buy  back 
stock  and  separate  the  company's  tele- 
com business  from  its  paging,  cable  TV, 
and  radio  and  Internet  operations. 

"They  have  had  noncore  assets  that 
have  actually  been  through  entire  cy- 


cles. Power  mowers?  Eastern  Europear 
telecommunications  assets?  Tell  me  th« 
synergy,"  Singer  snorts. 

Lens  claims  it  got  shareholders  rep 
resenting  25%  of  the  stock  to  attend 
dissident  pep  rally  in  February  at  Nev 
York  City's  Marriott  Marquis.  Adding 
to  the  pressure,  former  Metromedia  ex 
ecutive  James  Hatt  filed  a  lawsu 
against  the  company  in  April.  Thoug 
the  lawsuit  is  over  his  severance,  Hat 
also  airs  dirty  laundry  about  the  $3.7 
million  annual  management  fee  co 
lected  by  Subotnick  and  Kluge's  privat 
holding  company. 

Lens  scored  a  minor  victory  re 
cently  after  suing  to  get  a  look 
Metromedia's  books.  To  buy  time 
Kluge  and  Subotnick,  who  togethe 
own  18%  of  the  stock,  say  they'll  con 
sider  separating  the  company's  valuabll 
telecom  assets  as  part  of  a  restructur 
ing.  They  deny  trying  to  confuse  share 
holders  and  say  they  have  no  plans  t 
take  the  company  private. 

Once  bitten,  twice  shy.  "They  hav 
to  be  forced  to  do  the  right  thing,"  say 
Snyder.  "Their  natural  inclination  is  nc 
to  give  a  damn  about  shareholders."  I 


Wild  About  Harry 


sorcerers;  Thought 
last  summer's  Harry 
Potter  craze  was  out  of 
hand?  It'll  pale  next  to 
the  Potter  merchandising 
onslaught  coming  later 
this  year,  when  the 
estimated  $100  million 
movie  is  released  by 
Warner  Bros.  Here  are 
a  few  licensing  deals. 

BY  ARIK  HESSELDAHL 


Company 

Tie-in 

Buzz 

Department  56 

Zipper  pulls 

Beneath  Harry's  dignity 

Johnson  &  Johnson 

Bandages,  oral-care  products 

After  playing  Quidditch,  kids  need  bandages 

Springs  Industries 

Bedding,  toothbrush  holders 

Only  You-Know-Who  will  get  kids  to  brush  teeth 

Mattel 

Toys,  games 

Watch  out  Godzilla,  here  comes  Norbert,  the  baby  dragi 

Coca-Cola 

Harry  plugs  Coke 

Soft-drink  sales  could  use  a  secret  formula  these  days 

Hasbro 

Card  game,  electronic  games 

RIP  Pokemon 

Fossil 

Potter-themed  watches 

But  they  can't  do  time  travel 

Enesco 

Mugs,  cookie  jars,  bookends 

Are  you  sick  of  Harry  yet? 
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MOTE  COPYING 


No  more  trips  to  the  copier.  No  more  waiting.  No  more  cutting  in.  Now  you  can  make  copies  from 
your  own  computer.  Through  an  innovative  embedded  controller,  our  Toshiba  DPiN<)7()  black-and-white  copier 
lets  you  fire  off  80  pages  per  minute.  Which  will  give  you  more  time  to  work  and  revolutionize  your  own 
industry.  Catch  up  with  our  complete  line  of  copiers,  fax  machines  and  printers  at  copiers.toshiba.com. 


TOSHIBA 

Don't  copy.  Lead. 


©2000  Toshiba  America  Business  Solutions,  Inc  Electronic  Imaging  Division  All  rights  reserved. 
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Sticky  Situation 


BY  DANIEL  FISHER 

JAMES  KEMPNER  FLOPS  DOWN  IN  A  CHAIR  IN  HIS  COM- 
pany's  law  library,  a  look  of  weary  resignation  on  his 
face.  It  has  been  his  unpleasant  task  to  put  Imperial 
Sugar — the  largest  U.S.  sugar  processor  and  a  company  that 
has  been  in  the  Kempner  family  since  1907 — into  bank- 
ruptcy. With  brands  including  Holly,  Dixie  Crystals  and 
Spreckels,  Imperial  sold  6  billion  pounds  of  the  sweet  stuff 
last  year,  accounting  for  28%  of  U.S.  consumption.  But  that 
wasn't  enough  to  save  the  Sugar  Land,  Tex.-based  com- 
pany— with  $540  million  in  debt  and  $1.2  billion  in  mostly 
illiquid  assets — from  being  ground  finer  than  powdered 
sugar  between  falling  world  prices  and  an  antiquated  U.S. 
system  designed  to  keep  the  price  of  raw  cane  sugar  high. 

That  program  costs  consumers  an  estimated  $1.4  billion 
a  year  and  has  created  some  crazy  side  effects.  How  crazy? 
Heartland  By-Products,  a  U.S.  unit  of  the  British  trading  com- 
pany ED&F  Man,  makes  money  by  buying  refined  Brazilian 
sugar  in  Canada  for  as  little  as  6  cents  a  pound  where  it  mixes 
it  into  molasses  and  trucks  it  across  the  border  to  a  separation 
plant  in  Taylor,  Mich,  where  the  goo  is  converted  back  into 
sugar.  All  this  to  bypass  tight  U.S.  sugar  quotas. 

At  the  same  time  taxpayers  are  subsidizing  a  swelling 
stockpile  of  more  than  1  million  tons  of  sugar  purchased 
from  beet  farmers  in  the  upper  Midwest,  many  of  whom 
switched  to  beets  after  losing  federal  subsidies  on  other  crops 


policy  Imperial  Sugar  is  the  nation's 
largest  refiner  of  sugar.  It's  also  bankrupt, 
thanks  to  the  utter  insanity  of  sugar  politics. 

such  as  corn  and  wheat.  Those  farmers  are  still  expanding 
production  at  4%  a  year.  It  is  a  terrible  waste  of  energy  tc 
grow  sugar  in  Minnesota,  but  Congress  pays  you  to  do  it. 

Imperial  is  caught  in  the  middle  of  the  madness.  Fo 
years  the  company  bought  raw  cane  sugar  at  the  govern 
ment-supported  price  of  22.5  cents  a  pound  and  trans 
formed  it,  through  a  process  of  boiling  and  filtering,  int< 
refined  sugar  it  sold  for  about  27  cents  a  pound.  After  cover 
ing  operating  costs  of  about  4  cents  a  pound,  that  left 
mighty  slim  profit. 

Beet  farmers  upset  the  balance  by  bringing  refined  suga 
directly  to  market  through  huge  "beet  factories"  that  ar 
often  owned  by  nonprofit  cooperatives.  The  governmen 
spent  $468  million  last  year  trying  to  keep  prices  at  a  target  d 
22.5  cents  a  pound,  but  the  flood  of  beet  sugar  has  drivei 
prices  as  low  as  21  cents.  At  that  price  Imperial,  which  get 
60%  of  its  supply  from  raw  cane  sugar,  can't  make  a  profi 
"Basically,  there's  no  margin  left  in  it,"  says  Kempner,  61, 
Stanford  Business  School  graduate  who  reluctantly  joine 
the  family  firm  in  1988  after  a  career  as  an  investment  banke 
and  oil  company  executive. 

Who  benefits  from  this  lunatic  system?  Cane  sugar  grower 
led  by  the  powerful  Fanjul  family  of  Florida.  They  flouris 
under  import  restrictions  that  protect  them  from  sugar  th; 

sells  for  as  little  as 
cents  a  pound  on  th 
international  marke 
The  family  mac 
$160,000  in  varioL 
contributions  to  th 
2000  campaigns,  a< 
cording  to  the  Feder 
Election  Commissior 
The  price-suppo 
program  is  up  fc 
congressional  revie 
next  year,  but  h; 
strong  proponents  in  Florida  and  the  Midwest,  both  regioi 
that  were  critical  to  George  W.  Bush's  election  victory. 

Losers  include  consumers,  as  well  as  processors  like  In 
perial  and  employees  of  companies  that  buy  sugar  at  the  ill 
flated  U.S.  price.  Brach's  Confections  this  year  announced 
plans  to  shut  down  its  Chicago-area  factories  because  it 
cheaper  to  import  sugar  into  the  country  in  the  form  of  fill 
ished  candies  than  to  buy  it  here. 

"The  U.S.  sugar  program  is  the  most  efficient  tax  v 
have,"  says  Kempner  with  bitter  sarcasm.  "It  comes  direcl 
from  consumers  and  goes  directly  to  the  growers,  who  tu: 
around  and  give  some  of  the  money  to  the  politicians, 
never  goes  through  Washington  at  all." 


Sugar  Shock 


Falling  world  prices  and  beet  sugar 
boondoggles  have  squeezed  margins. 

Short  ions  (mil)  Cents  per  pound 


20 


10 


'95      '96      '97      '98      '99  00 

Sources:  "Sugar  Market  Statistics, "  National  Agri- 
cultural Statistics  Service:  "Sweetener  Market 
Data, "  Farm  Service  Agency.  USDA:  UFFE.  London. 


64     FORBES"  May  14,  2001 


HELPING  FEED  COMMUNITIES  IN  NEED 


El 


In  this  kitchen,  chefs  Linda  Vogler  and 
Sibyl  Durant  make  a  difference  in  the  fight 
against  hunger.  When  she  was  a  struggling 
mother  with  few  employable  skills,  Sibyl 
wondered  how  she  would  find  a  steady  job. 
Then  she  discovered  the  Community  Culinary 
School  of  Charlotte,  North  Carolina.  There, 
jobless  and  homeless  adults  train  for  food 
service  careers  by  preparing  nutritious  meals 
for  the  hungry.  As  a  working  chef,  Sibyl  now 
enjoys  the  pride  of  helping  others  and  the 
dignity  of  helping  herself. 


Step  into  our  kitchen." 


The  Community  Culinary  School  and  similar 
programs  nationwide  offer  innovative  solutions 
to  help  fight  hunger.  They  need  your  support  to 
provide  training,  guidance  and  encouragement 
to  adults  struggling  with  unemployment. 

To  learn  more  about  the  many  ways  you  can  fight 
hunger  in  your  community,  or  if  someone  you 
know  needs  help,  please  contact  one  of  these 
organizations  today: 


DC  Central  Kitchen 

(202)  234-0707 
www.kitchensinc.org 

America's  Second  Harvest 

(800)  532-FOOD 
www.secondharvest.org 


Supported  by  the  Philip  Morris  companies 


KRAFT  FOODS,  INC. 


MILLER  BREWING  COMPANY 
www.philipmorris.com 


PHILIP  MORRIS  U.S.A. 


Stubbornly  defying 
Wall  Street,  the 
Washington  Post 
Co.'s  Donald  Graham 
is  spending  his  way 
through  the  teeth  of 
the  media  downturn. 

BY  MARK  LACTER 

BLENDING  IN  AMONG  THE 
assorted  grim  characters 
and  crazies  on  New  York's 
Broadway  local  subway,  the 
middle-aged,  conservatively 
dressed  man  en  route  to  the 
midtown  offices  of  Newsweek  magazine 
would  scarcely  be  recognized  as  the  heir 
to  one  of  the  most  storied  newspaper 
empires  in  America.  But  that  would  suit 
Donald  Graham  just  fine. 

"We  don't  toot  our  own  horn,"  says 
Graham,  55,  chief  executive  and  family 
scion  of  the  Washington  Post  Co., 
which  owns  the  newsmagazine  and  sev- 


eral other  media  properties. 

Hopping  trains  from  Washington, 
D.C.  and  catching  a  New  York  subway  is 
less  necessity  than  choice  for  Graham, 
who  still  fancies  himself  a  shoe-leather 
newspaperman  at  heart  (and  beat  cop 
before  that),  though  it's  been  26  years 
since  he  ran  the  Post's  sports  desk.  "I'm 
a  print  type,"  he  says,  brushing  an  un- 
ruly string  of  longish  brown  hair  away 
from  his  face. 


But  considering  the  noxious  results 
at  the  company  over  the  past  two  years, 
shareholders  (of  which  the  Graham 
clan  is  the  largest,  with  a  100%  stake  in 
the  controlling  Class  A  shares;  Warren 
Buffett  owns  18.2%  of  the  Class  B 
shares)  probably  are  happy  that  Gra- 
ham spends  only  $1.50  getting  to  the 
Newsweek  office.  While  sales  last  year 
climbed  9%  to  $2.4  billion,  net  income 
sank  40%  to  $136  million.  The  net 


margin  of  6%  was  the  worst  in  mc 
than  a  decade,  and  the  lowest  amo 
the  big  newspaper  firms  tracked 
Value  Line. 

Circulation  at  the  Post  has  declir  lb 
3%  in  the  past  five  years  to  779, 0' 
while  the  operating  margin  in  t  '> 
newspaper  division  fell  to  12%  last  y 
from  18%  in  1999.  Recent  issues 
Newsweek,  hammered  by  the  advert 
ing  slowdown,  look  like  pamphlets. 


to 
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"They  are  not  earnings  maximiz- 
L"  admits  David  Winters,  portfolio 
imager  for  Franklin  Mutual  Advisers. 
I  was  inspired  enough  by  Katharine 
taham's  1997  autobiography,  Personal 
•story,  to  buy  a  5.7%  stake  in  the  com- 
py.  "Do  I  want  to  see  increasing  earn- 
b  and  cash  flow?  Absolutely.  But  this 
I  unique  situation." 

Is  it  ever.  Taking  what  can  charita- 
I  be  called  a  leap  of  faith,  Graham 


has  mortgaged  the  present  to  pay  for 
the  future,  just  when  the  media  busi- 
ness is  lurching  into  a  downturn.  Gra- 
ham will  have  spent  $221  million  by 
the  end  of  this  year  on  the  company's 
$359  million  (2000  sales)  Cable  One 
division  to  upgrade  to  digital  systems. 
He's  going  to  give  away  the  new  digital 
upgrade  for  a  year  to  any  of  the  unit's 
769,000  customers  who  want  it.  Ob- 
jective: at  least  a  30%  penetration  rate 


for  digital  television,  double  the  in- 
dustry average. 

Also  by  the  end  of  this  year  the 
company  will  spend  another  $210  mil- 
lion on  two  other  non-newsprint  busi- 
nesses: the  Kaplan  Inc.  test  preparation 
and  training  unit  and  the  company's 
collection  of  Internet  businesses,  which 
include  washingtonpost.com.  and 
newsweek.msnbc.com.  Results  so  far 
have  been  dismal:  Kaplan  posted  a  $42 
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W ASH !N GUM  POST 

million  pretax  loss  last  year,  all  of  it 
due  to  losses  in  its  Internet  education 
ventures.  That's  no  way  to  boost  2001 
earnings,  Graham  admits.  "But  if  it 
works,  it  will  make  the  Washington 
Post  Co.  more  valuable  down  the 
road." 

This  is  one  company  that  has  the 
luxury  to  thumb  its  nose  at  Wall 
Street.  With  the  Sage  of  Omaha's 
blessing,  the  Post  Co.  has  ignored  an- 
alysts' quarterly  estimates  for  years, 
preferring  to  focus  on  the  long-term 
payoff  of  media  assets  that  include  six 
broadcast  stations,  assorted  small- 
town newspapers  and  magazines. 

For  Buffett,  at  least,  the  invest- 
ment has  paid  off  spectacularly:  His 
initial  $1 1  million  stake  28  years  ago 
has  ballooned  to  around  $1  billion. 
More  recent  investors  are  less  fortu- 
nate. At  a  recent  price  of  $598,  the 
stock  has  trailed  the  Standard  8c 
Poor's  publishing  index  since  1995. 

Asked  whether  he  watches  the 
stock,  Graham  cryptically  stammers, 
"I  do  . . .  maybe  ...  I  pay  attention  to 
our  shareholders."  Then  he  launches 
into  what  sounds  like  a  rehearsed  de- 
fense of  the  strategy:  "We  are  trying 
to  make  every  dollar  of  profit  we  can, 
consistent  with  the  quality  goals  of  the 
company  and  the  overriding  objective 
of  growing  the  company  for  the  long 
term.  And  that  just  ain't  me.  That  goes 
back  to  Kay  Graham's  time." 

Acknowledging  the  interests  of 
shareholders  who  don't  happen  to  have 
the  last  name  of  Graham,  the  company 
staged  its  first  "Shareholders  Day"  last 
November.  Graham  expected  30  people, 
but  ten  times  as  many  showed  up,  forc- 
ing the  event  into  a  hotel  at  the  last 
minute. 

"I  went  back  and  read  the  invitation 
to  make  sure  we  had  not  promised  to 
disclose  the  name  of  Deep  Throat," 
Graham  deadpanned  at  the  meeting, 
referring  to  Bob  Wood- 
ward's infamous  Watergate 
source. 

Deep  Throat  is  safe  for 
now.  But  there  are  few  sa- 
cred cows  otherwise.  De- 
spite the  legacy  of  the  Wash- 


toosljington  $ 


►  By  the  Numbers 


It  probably  would  have  warmed 
Richard  Nixon's  heart  to  see  the  Post  Co. 
suffering.  The  company  couldn't  care  less. 

$825,000  Price  paid  by  Eugene 

Meyer  in  1933  to  buy  the  bankrupt 
Washington  Post  at  a  public  auction. 

$137  million  Post  Co.  2000  net 

income,  lowest  since  1992. 

40%  Drop  in  Post  Co.  first-quarter 
operating  income,  to  $43  million  from 
$72  million. 

25  cents  Newsstand  price  of 

the  Washington  Post,  unchanged 
since  1981. 

Source:  Washington  Post  Co. 

ington  Post  and  its  groaning  mantel- 
piece of  Pulitzer  Prizes  and  political 
trophy  heads,  Graham  is  more  excited 
about  Kaplan  and  its  burgeoning  col- 
lection of  education  services. 

At  first  just  a  service  to  help  nervous 
high  school  kids  prep  for  their  SATs, 
Kaplan  has  blossomed  into  a  sprawling 
for-profit  education  conglomerate  that 
includes  an  online  law  school,  classes 
for  insurance  agents  and  afterschool 
computer  instruction  for  kids.  "This  is 
now  a  media  and  education  company," 
Graham  pronounces. 

"Don  is  definitely  emotionally  in- 
vested here,"  says  Jonathan  Grayer, 
Kaplan's  president  and  chief  executive. 
Grayer  expects  Kaplan  to  generate  $500 


Taking  a  leap  of  faith, 
Graham  has  mortgaged  the 
present  to  pay  for  the  future. 


million  in  sales  this  year,  making 
the  second-largest  business  behin 
the  newspaper  group,  where  sa 
increased  just  5%  last  year  to  $9 
million. 

Graham  has  studiously  avoide 
the  bidding  wars  for  small-tow 
newspapers  of  the  sort  that  Gar 
nett  spent  $3.7  billion  acquiri 
last  year.  But  he  did  not  hesita 
last  August  to  acquire  trade  scho 
operator  Quest  Education  for  $1 
million  in  cash,  a  100%  premiu 
over  the  company's  market  valu 
Grayer  says  he  called  Graham  du 
ing  the  heat  of  the  takeover  batt 
to  get  the  okay  for  the  bid.  With 
20  minutes  Graham  called  Buff* 
to  receive  the  board's  blessing,  at 
the  deal  was  done. 

With  help  from  the  test-prc 
business,  Kaplan  should  ma 
money  this  year,  Grayer  insisl 
adding  that  the  testing  busine 
does  well  in  bad  times  becau 
more  folks  want  to  go  back 
school. 

If  or  when  these  investmen 
pay  off,  everything  will  be  on  Gr 
ham's  shoulders.  His  rever 
mother,  Katharine  Graham,  w 
stood  up  to  Richard  Nixon  and  oth 
tough  guys,  ran  the  business  for 
years.  When  Donald  Graham  took  t 
reins  in  1991  he  had  a  strong  rigr 
hand  man  in  the  person  of  Al 
Spoon.  Spoon  was  the  chief  operati 
officer  and  architect  of  many  of  t 
Post's  new  business  ventures.  Wi 
Spoon's  departure  to  a  venture  capi 
firm  last  year,  Graham  is  flying  sc 
for  the  first  time. 

Graham  has  warned  sharehold 
not  to  expect  miracles  in  2001.  "Th 
are  two  ways  you  can  go  wrong,"  G 
ham  says,  reclining  in  his  shirtslee 
in  a  nondescript  office  set  aside  for  h 
in  Newsweek 's  New  York  headquarti 
"You  can  look  back  in 
years  and  say  'God, 
spent  way  too  much' 
you  can  look  back  and  5 
'God,  why  didn't 
spend  more?'  I  hope 
have  the  balance  right. 
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Bank  of  America  Private  Bank 

Have  you  looked  at  your  plan  for  wealth  transfer  lately?  How  are  you  maximizing  your  stock  options?  Have  you  reviewed 
the  tax  implications  of  either?  Let's  talk.  As  your  private  bank,  we're  always  attuned  to  where  you  want  to  end  up.  And  we 
offer  advice  and  strategies  to  maximize  your  wealth  and  minimize  your  tax  bite.  Ideas  you  wouldn't  necessarily  expect  from 
a  bank.  Now  that  you  may  be  setting  new  financial  goals,  we've  got  even  more  interesting  ways  to  help  you  reach  them. 
Forging  a  future  with  people  you  can  trust?  Why  not?   


Bank  of  America, 


Call  1.800.863.9500  orvisitwww.bankofamerica.com/privatebank 


Mine  Shaft 


Construction  giant  Fluor  may 
want  to  think  twice  the  next 
time  it  gets  a  contract  to 
build  a  plant  in  Australia. 


BY  ELISA  WILLIAMS 

BY  MOST  MEASURES,  THIS  IS  THE 
best  of  times  for  once-trou- 
bled Fluor  Corp.  The  Aliso 
Viejo,  Calif,  engineering  and 
construction  giant  has  a  $10 
billion  backlog.  Its  energy  and  chemical 
customers  are  adding  plants  as  fast  as 
Fluor  can  build  them.  The  gross  margin 
on  this  year's  projects  should  come  in 
at  6.2%,  a  1.2%  increase  over  the  year 
before.  The  stock  is  up  50%  since  it 
shed  its  Massey  Coal  unit  in  a  reverse 
spinoff  in  December. 

"Right  now  I  think  if  we  have  a 
challenge  in  the  investment  commu- 
nity, it's  containing  expectations," 
boasts  Fluor's  new  president  and  chief 
operating  officer,  Alan  Boeckmann, 
speaking  into  a  pay  phone  over  the  roar 
of  Houston  traffic  before  a  visit  to  a 
customer.  "I  think  we've  got  a  very 
bright  future." 

But  half  a  world  away  in  Australia, 
opinions  differ.  "No  doubt  their  record 
has  been  extremely  sullied  by  this 
whole  episode,"  thunders  Stephen 
Dennis,  general  manager  of  Anaconda 
Nickel.  "A  third  of  the  plant  was  a  com- 
plete disaster." 

Anaconda  charges  Fluor  with 
botching  the  construction  of  a  $615 
million  Western  Australia  nickel-cobalt 
plant.  The  alleged  mismanagement  of 
the  project,  in  turn,  exposed  Anaconda 


to  an  international  proxy 
battle  that  has  placed  the 
company  in  the  fight  of  its 
life  with  Anglo  American, 
the  acquisitive  interna- 
tional mineral  giant. 

"Anglo  is  a  big  winner, 
thanks  to  Fluor,"  says  Anaconda  Chief 
Executive  Andrew  Forrest  sarcastically. 
"It  caused  Anglo  to  come  in  and  claim 
that  management  hasn't  been  able  to 
ramp  up  the  plant  quickly  enough." 

Forrest  is  trying  to  persuade  share- 
holders that  the  worst  of  his  company's 
problems  are  behind  it — Anaconda  lost 
$3.8  million  (U.S.  dollars)  in  the  six 
months  ended  Dec.  31 — and  that 
Anglo's  actions  are  opportunistic.  For- 
rest is  scrambling  for  help  from  Wall 
Street  in  the  form  of  new  capital.  In  the 
meantime  he  has  hauled  Fluor  into  ar- 
bitration, seeking  $615  million  in  dam- 
ages to  pay  for  the  fiasco. 

At  the  heart  of  the  dispute,  Ana- 
conda claims  Fluor  used  a  faulty  design 
for  compartments  that  release  built-up 
pressure  in  heated  ore  as  it  is  treated  to 
produce  nickel  and  cobalt.  Rather  than 
releasing  pressure,  parts  inside  the  flash 
vessels  cracked.  Ana- 
conda blames  Fluor  for 
insisting  on  a  cheaper 
design. 

After  the  problems 
with  the  plant  started 
two  years  ago,  Ana- 
conda sought  out 
Anglo  American  for 
working  capital  to  tide 
it  over.  Anglo  magnan- 
imously paid  $118 
million,  50%  above 


A  rocky  horror  show:  Anaconda's  ore  plant. 

market  price,  for  an  initial  20%  stak 
It  now  owns  26%. 

A  Trojan  horse.  As  the  problen 
dragged  on,  Anglo  charged  that  Am 
conda's  mismanagement  exacerbate 
the  situation. 

"Anglo  American's  actions  ai 
prompted  by  its  desire  to  protect  tr 
value  of  its  investment,"  the  compar 
cooed  in  an  April  letter  to  Anaconda 
shareholders  launching  the  proxy  figh 
Fluor  shows  little  sympathy  fc 
Anaconda's  predicament.  Rather  thi 
problems  with  the  design,  Fluor  sa 
the  mess  is  due  to  Anaconda's  habit 
feeding  in  the  wrong  mix  of  ore. 

But  the  episode  comes  at  a  hi 
time  for  Fluor,  just  as  the  company  h 
convinced  investors  that  it's  on  tt 
mend.  Following  several  years  of  e 
ratic  sales  and  earnings  due  mostly 
cost  overruns  on  problem  projects,  tl 
company  finally  reported  the  first  ii 
crease  in  its  backlog  in  three  year 
"The  implications  of  this  will  be  fa 
reaching,"  warns  Salomon  Smith  Ba 
ney  mining  analyst  Graeme  Newin 
referring  to  the  damage  to  Fluor's  re' 
utation,  as  well  as  to  the  mining  indu 
try.  Analysts  expect  Fluor  to  eai 
around  $150  million,  or  $1.99  a  shai 
this  year. 

Though  Fluor  downplays  the  ir 
pact  of  the  dispute,  it  took  a  $20  millic 
writeoff  in  1999.  It  has  set  aside  a  pr 
tax  $84  million  to  cover  potential  liab 
ities,  but  it  expects  insurance  will  pi 
up  $64  million  of  the  cost. 

Meanwhile,  the  company  has  ins 
tuted  a  centralized  risk-assessment  pr 
gram  to  avoid  exposure  to  similar  enj 
neering  disputes.  T 
Anaconda  plant,  call 
Murrin  Murrin,  woi 
have  scored  as  ris 
because  of  the  ne 
technology  it  used  ai 
the  makeup  of  tj 
ownership. 

Boeckmann  sa; 
"We  would  not  pi: 
sue  a  Murrin  Murr 
now  under  our  cu 
rent  guidelines." 


i 


J 


No  doubt 
their  record 
has  been 
extremely 
sullied  by 
this  episode." 
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DoCoMo  Phone  Home 


Japan's  wireless  giant, 
inder  attack  at  home, 
lots  a  global  push. 

3Y  BENJAMIN  FULFORD 

IF  YOU  WANT  TO  KNOW  HOW  COZY 
business  gets  in  Japan,  take  a  look  at 
NTT  DoCoMo's  hot-selling  i-mode 
wireless  data  service.  In  just  two  years 
DoCoMo  has  signed  up  22  million 
|f  its  35  million  wireless  customers  for 
he  data  feature;  40,000  more  join  each 
lay.  I-mode  lets  cell  phone  users  tap  into 
tanking,  games,  news  and  shopping, 
very  i-mode  phone  has  a  button  that 


grants  easy  access  to  1,600  DoCoMo-en- 
dorsed sites,  some  of  which  are  free  while 
others  charge  up  to  $2.50  a  month.  Do- 
CoMo handles  the  billing  for  official  sites 
and  keeps  9%  of  their  revenue. 

It's  a  great  deal  for  DoCoMo,  since 
wireless  data  fees  will  account  for  10% 
of  mobile  phone  use  and  help  boost  rev- 
enues to  an  expected  $40  billion  this  fis- 
cal year.  It's  a  terrible  arrangement  for 
40,000  "unofficial"  sites — those  not 
blessed  by  DoCoMo.  They  are  raising  a 
ruckus  about  how  closed  the  system  is. 
The  unofficial  sites  aren't  named  on  the 
phones'  menu  screens.  The  fastest  way 
to  access  them  is  to  manually  enter  their 


Web  addresses.  These  sites  have  almost 
no  way  to  charge  for  their  services. 

DoCoMo  executives  "have  set  them- 
selves up  according  to  their  own  group  of 
exclusionary  alliances  centered  on  Old 
Economy  companies,"  gripes  Yoshihiro 
Shimizu,  Director  of  IT  business  for  Mo- 
bilephone  Telecommunications  Interna- 
tional. His  firm  runs  more  than  200  out- 
sider sites,  including  a  popular  dating 
service.  Isn't  it  strange,  he  asks,  that  Soft- 
bank, a  big  Web  player  in  Japan  and  the 
U.S.,  cannot  be  found  on  DoCoMo  sites? 

MTI  has  asked  several  times  to  join 
DoCoMo's  list  of  preferred  sites,  but  has 
been  turned  down  without  explanation. 


The  Diai  Tone  Never  Ends  on  British  Soil 


Britain's  Vodafone  and 
Japan's  NTT  DoCoMo  are 
the  two  most  valuable  wire- 
less carriers  in  the  world. 
Yet  Vodafone  is  way  ahead 
in  its  global  push,  capturing 
crucial  territory  in  this  ever- 
more-borderless industry. 


100% 


99% 


80%  76% 
71% 


5£%  50% 


Ownership  in  local 
wireless  carriers 


Vodafone 


49% 


New  Zealand 
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DiLCHMJL  . 

DoCoMo  claims  it  shuts  out  some  sites 
to  bar  unscrupulous  operators. 

"We  have  been  inundated  with  com- 
plaints from  companies  that  say  they  are 
unfairly  shut  out  of  DoCoMo  sites,"  says 
Hideyuki  Ohashi,  a  government  official 
who  oversees  wireless  policy.  "As  things 
stand,  when  people  use  their  mobiles  to 
pay  for  drinks  out  of  vending  machines, 
they  will  only  be  able  to  buy  Coca-Cola 
because  of  a  deal  it  made  with  Do- 
CoMo," he  says.  Regulators  have  set  up 
assorted  panels  to  look  at  opening  the 
i-mode  network  to  rivals  and  creating  an 
independent  body  to  manage  fees  now 
controlled  by  DoCoMo.  It's  an  open 
question,  though,  just  how  far  the  gov- 
ernment will  go  in  busting  open  the 
i-mode  system.  It  owns  a  53%  stake  in 
Nippon  Telegraph  &  Telephone,  which 
in  turn  owns  67%  of  DoCoMo,  a  com- 
pany spun  off  from  NTT  in  1991. 

DoCoMo,  for  its  part,  seems  taken 
aback  by  its  critics.  "We  never  expected 
i-mode  to  be  this  successful,  so  we  were  a 
bit  slow  to  come  to  grips  with  all  the  con- 
sequences," says  Shiokazu  Fujiwara,  Do- 
CoMo's chief  lobbyist.  He  now  says  the 
company  will  open  the  i-mode  network 
by  2003  to  third-party  ISPs  as  high-speed, 
third-generation  (3G)  services  emerge. 
DoCoMo  won't  promise  to  let  other  car- 
riers' customers  tap  all  mobile  Web  sites, 
nor  will  it  commit  to  more  transparent 
criteria  in  selecting  official  sites,  he  says. 

Despite  the  hurdles,  the  independent 
sites  are  gaining,  helped  by  magazines 


►  By  the  Numbers 


Portable  Power 

DoCoMo's  i-mode  data  network  has 
proven  to  be  the  most  successful 
Internet  service  ever  created. 


Number  of  customers  per 
day  signing  up  for  i-mode  service. 

Total  wireless  data 
subscribers.  DoCoMo's  share:  64%. 

Approximate  monthly 
charge  for  DoCoMo  users  to 
download  Disney  characters  and 
ringer  tunes  to  their  i-mode  phones. 

Sources:  NTT  DoCoMo;  Credit  Suisse  First  Boston 


that  show  people  how 
to  navigate  to  them.  A 
recent  survey  shows 
more  than  50%  of  all 
i-mode  traffic  goes  to 
unofficial  sites.  "There 
is  a  question  mark  over 
their  ability  to  control 
the  situation,"  says 
Richard  Timmons,  the 
marketing  managing 
director  at  J-Phone,  a 
wireless  rival  partly 
owned  by  Vodafone 
and  British  Telecom. 

The  cracks  in  the 
DoCoMo  colossus 
come  at  a  pivotal  time. 
The  wireless  industry  is 
consolidating  rapidly 
into  the  hands  of  a  few 
carriers  with  global  reach — names  such 
as  Vodafone  and  Deutsche  Telekom.  De- 
spite a  50%  drop  in  its  share  price  since 
February  2000,  DoCoMo  bears  a  $187 
billion  market  capitalization,  the  highest 
of  any  company  in  Japan  and  the  second 
most  valuable  wireless  company  in  the 
world  (after  Vodafone).  DoCoMo's  do- 
mestic customer  base  is  double  the  size  of 
its  closest  rival's.  As  half  the  Japanese 
population  already  own  cell  phones,  so 
DoCoMo  needs  i-mode  and  3G  services 
as  its  ticket  to  growth  elsewhere. 

"By  being  first  in  the  world  with 
[3G],  we  will  have  a  huge  advantage  over 
other  companies,"  says  Kiyoyuki  Tsu- 
jimura,  DoCoMo's  managing  director  in 
charge  of  overseas  business. 

Since  1998  Tsujimura  has  spent  $17 
billion  overseas  with  the  aim  of  promot- 
ing i-mode  and  his  version  of  3G  tech- 
nology. DoCoMo  now  owns  minority 
stakes  in  AT&T  Wireless  and  KPN  Mobile 
in  the  Netherlands,  among  others.  It  also 
raised  $8  billion  in  a  February  stock  of- 
fering, most  likely  earmarked  for  acquir- 
ing interests  in  carriers  in  China,  Korea 
and  France.  Yet  some  DoCoMo  allies 
have  doubts  about  the  merits  of  3G. 
"There  is  risk  and  a  lot  of  money  in- 
volved. We  will  wait  and  see  how  it  de- 
velops in  Japan,"  says  Chey  Taewon, 
chairman  of  the  SK  Group,  owners  of  SK 
Telecom,  Korea's  largest  mobile  network. 


SB* 


Patient  man:  DoCoMo's  global 
chief,  Kiyoyuki  Tsujimura. 


Partly  as  a  result,  his  plan  to  sell  a  14.5° 
stake  to  DoCoMo  has  been  put  on  ice. 

DoCoMo's  scattered  minority  stak 
provide  little  operating  control  on 
global  stage.  Contrast  Britain's  Vodafon 
which  controls  some  of  the  biggest  ne 
works  in  the  world  (see  map,  p.  73).  "Ju 
because  you  have  a  huge  home  mark 
doesn't  mean  you  are  a  major  intern 
tional  player.  DoCoMo  has  a  long  way 
go  before  it  will  be  able  to  deal  with  di 
ferent  regulatory  environments,  tecl 
nologies  and  capital  markets,"  says  Rc 
Boring,  head  of  Vodafone  in  Japan. 

Unlike  rivals,  DoCoMo  hasn't  stru> 
any  global  purchasing  deals  with  hands 
makers  such  as  Nokia  or  Ericsson.  As 
result  of  this,  and  because  its  phon 
pack  in  features  that  have  not  prov< 
popular  overseas,  its  handset  costs  a 
double  those  of  European  carriers, 
lapan  they  are  very  well  armed,  but  ove 
seas  they  will  be  naked,"  says  Toru  Mz 
sumoto,  president  of  Qualcomm  lapa 

DoCoMo's  international  chief,  Ts 
jimura,  admits  that,  for  now,  his  fir 
lacks  the  experience  to  do  anything  mc 
than  settle  for  minority  stakes.  But 
adds:  "Three  years  from  now  we  will  i 
view  our  strategy.  If  conditions  are  rigl 
if  we  have  the  international  resources, 1 
will  switch  to  majority  ownership."  T 
wireless  industry  is  rushing  toward  wi 
ner-take-all.  Patience  is  not  a  virtue. 
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1-800-OK-CANON, 
isit  www.usa.canon.com 


From  a  company  that  needs 

no  introduction  in  high-performano 

a  powAfful  little  introduction. 


PEOPLE  DO  SOME  WILD  THINGS  IN  THE 
BACK  SEAT  OF  A  LIMO. 
LIKE  CHECKING  IN  AT  THE  AIRPORT. 


Business  Class  to  London 

1-800-862-8621 
virgin.com 


virgin  atlantic  jj^jj 


High  Noon  for  the  SAT 

The  egalitarians  hate  it  because  rich  kids  get  coaching.  Wait 
until  they  see  what  coaching  does  to  achievement  tests. 


BY  DAN  SELIGMAN 

IT'S  FRAZZLED-NERVES  TIME  FOR  THE 
college-bound,  as  high  school  ju- 
niors line  up  to  take  the  SAT.  The 
folks  who  manufacture  the  test  at  the 
Educational  Testing  Service  on  a  lush 
campus  in  Princeton,  N.J.,  are  biting 
their  nails,  too.  Their  flagship  product 
is  under  attack. 

In  a  thunderbolt  speech  to  the 
American  Council  on  Education  in 
February,  the  president  of  the  Univer- 
sity of  California,  Richard  Atkinson, 
said  he  wanted  the  state  university  sys- 
tem— by  far  the  largest  in  the  land — to 
abandon  the  test.  It  is  too  early  to  say 
what  will  come  of  this  pro- 
posal, but  the  current  babble 
of  educators'  voices  suggests 
many  of  them  agree  with 
Atkinson  that  dependence  on 
the  test  is  "compromising 
our  educational  system." 

What  really  bothers  the 
SAT-haters:  The  test  discrimi- 
nates against  dumb  kids.  The 
dumb  kids  wind  up  in  less 
prestigious  colleges  and  less 
prosperous  careers.  The  critics 
can't  quite  utter  that  com- 
plaint, so  they  argue  that  the 
test  discriminates  against 
poor  kids.  They  say  that  high 
schoolers  from  affluent  fami- 
lies can  sign  up  for  expensive 
coaching  that  will  improve 
their  test  scores.  As  things 
stand  now,  about  one  test- 
taker  in  eight  is  paying 
for  help  from  Kaplan,  Prince- 
ton Review  or  one  of  the 
other  prep  services. 

But  Atkinson's  proposal 
presents  difficulties.  First,  be- 
cause the  coaching  inequities 
are  less  serious  than  adver- 
tised. Second,  because  his  so- 


lution, which  is  to  rely  on  tests  of  knowl- 
edge rather  than  tests  of  aptitude,  would 
almost  certainly  magnify  the  role  of 
coaching,  not  diminish  it. 

The  anti-SAT  forces  are  nonetheless 
gaining  a  foothold.  Such  name-brand 
colleges  as  Bowdoin,  Mount  Holyoke 
and  Bard  either  refuse  to  look  at  SAT 
scores  or  make  them  optional  for  appli- 
cants. In  a  similar  vein  New  York  Law 
School  is  talking  about  doing  away  with 
the  law  version  of  the  SAT.  With  $5 1 1 
million  in  revenues  last  year  ETS  still 
looks  to  be  on  the  defensive. 

Some  critical  background:  ETS  is 
hired  to  produce  and  score  the  test  by 


One  test-taker  in  eight  pays 
for  an  SAT  prep  course. 
Typical  charge: 


another  entity,  the  Collej| 
Board,  a  sort  of  trade  associ 
tion  for  college  admissions  cj| 
ficers.  SAT  once  stood 
Scholastic  Aptitude  Test.  Latl 
the  College  Board  euphenl 
ized  the  moniker,  turnirl 
"Aptitude"  into  "Assessment 
In  1996  the  College  Board  ruled  thl 
henceforth  SAT,  like  Harry  S.  Trumarl 
middle  initial,  would  stand  for  nothiil 
in  particular.  Such  public  relatioil 
moves  have  not  protected  the  SAT  frol 
political  and  legal  attack.  Variol 
groups  have  charged,  sometimes  I 
court,  that  the  test  discriminates  agairl 
women  or  minorities  or  both. 

ETS  also  puts  out  the  most  widtl 
used  knowledge  tests  for  college  appl 
cants,  which  are  sold  under  the  narl 
SAT  II.  There  are  22  subjects  to  piJ 
from,  covering  math,  literature,  scienl 
and  10  languages,  and  most  applicarj 
pick  2  or  3. 

Does  coaching  real 
favor  the  wealthy?  A  littl 
The  test-preparation  coursl 
come  in  all  sizes  and  shapl 
up  to  and  including  extel 
sive  private  tutoring,  whcl 
costs  can  be  seriously  corl 
petitive  with  college  tuiticl 
Kaplan  Inc.,  a  subsidiary  I 
the  Washington  Post  C I 
says  it  serves  around  160,ol 
students  a  year.  A  typical  si  I 
dent  pays  $800,  signs  up  1 1 
36  hours  of  guided  test  pnl 
tice  and,  the  company  sa  I 
improves  his  or  her  SAT  sec  I 
by  120  points.  Princeton  Fl 
view  (about  100,000  stl 
dents  and  equally  expenshl 
appears  to  be  the  seconl 
largest  prep  service  a  I 
claims  average  gains  of  ll 
points.  Those  figures  refer  I 
combined  gains  on  the  mil 
and  verbal  aptitude  tesl 
each  of  which  has  an  8Cl 
point  ceiling. 

The  claims  are  very  ml 
leading.  They  refer  to  ill 
provements  by  studeil 
who  had  taken  the  tests  e.| 
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iier  and  then  retaken  them  after  coach- 
ing. But  uncoached  students  also  score 
better  the  second  time  around.  A  study 
that  appeared  recently  in  Chance  (a 
publication  of  the  American  Statistical 
Association)  indicated  that  if  you  knew 
nothing  about  an  SAT  test-taker  except 
that  he  or  she  was  repeating  a  test  taken 
a  year  earlier,  your  best  guess  would  be 
an  improvement  of  60  points. 

The  practice  effect  is  not  the  only 
problem  with  coaching  claims. 
Demonstrating  again  that  life  is  unfair, 
the  coached  kids  are  better  students  to 
begin  with.  They  are  far  more  likely 
than  uncoached  students  to  come  from 
high-income,  well-educated,  high-IQ 
families,  and  they  plainly  get  more  out 
of  the  test-prep  courses  than  would 
other  students.  So  how  much  would 
coaching  contribute  to  test-score  gains 
if  (a)  you  controlled  for  the  practice  ef- 
fect and  (b)  you  compared  the  kids 
who  were  coached  to  uncoached  stu- 
dents of  comparable  backgrounds?  Ac- 
cording to  a  1998  study  by  Donald  E. 


SAT  scores  (1997) 
math  verbal 


490 


461 


Powers  and  Donald  A. 
Rock,  commissioned  by 
the  College  Board,  the 
answer  is  25  to  40 
points.  As  the  test-prep 
organizations  instantly 
pointed  out,  the  Board 
has  a  vested  interest  in 
putting  down  the  ef- 
fects of  coaching.  Even 
so,  its  study  has  been 
taken  seriously  by  most 
scholars  working  in 
the  field. 

But  why  would 
coaching  increase  in  a 
world  dominated  by  SAT 
II  instead  of  SAT  I?  Here 
a  clue  is  afforded  by  an 
intriguing  detail  about 
SAT  I  coaching:  It  is  far 
more  effective  in  raising  math  scores 
than  verbal  scores.  And  the  reason  for 
this  disparity — about  2-to-l  for 
math — is  clear.  While  each  part  of  the 
SAT  I  has  elements  of  subject-matter 


Money  Matters 

Both  verbal  and  math  SAT 
scores  correlate  strongly 
with  family  income. 


572 


511 


536 


531 


560 


20-35  35-60  60-100  100 
Family  income  (Sthou) 

Source:  The  College  Board. 


testing  and  intelligenc 
testing,  the  mixtures  ar 
not  the  same.  The  verbs 
test  is  more  heavil. 
weighted  to  reasonin 
skills  while  the  math  te< 
does  more  to  measur 
recently  acquired  know' 
edge  (e.g.,  the  relation 
ship  between  a  circle 
diameter  and  circumfei 
ence).  It  is  much  eask 
to  cram  for  factu; 
knowledge  than  it  is  t 
teach  kids  how  to  thin 
straight.  The  coache 
would  really  be  i 
their  element  in 
SAT  II  world. 

So  by  one  of  th 
standards  that  is  mo 
often  invoked  by  critics  of  the  presei 
SAT,  the  proposed  alteration  would  on 
magnify  the  problem.  That  doesn 
mean  the  egalitarians  won't  succeed  i 
stomping  out  the  test  in  California 


AUDITS... 


CALL  THE  BUSINESS  SOLUTIONS  SPECIALIS 

Audit  preparation.  We  know  that  audit  preparation  can  be  extrerr 
time-consuming  and  shift  your  resources  away  from  current  proje 
but  it  doesn't  have  to  be.  Why  not  call  in  the  professionals? 
Management  Resources  specializes  in  placing  senior-level  finan 
professionals  with  Fortune  1000  and  Big  5  experience  on  a  pro 
basis.  With  our  experienced  consultants,  you'll  be  able  to  stay  focu 
on  all  your  current  projects  and  relax,  knowing  that  your  a 
preparation  is  being  taken  care  of  by  the  business  solutions  special 


Managemen 
Resources 


Project  Financial  Professional 

www.rhimr.com  888.400.74 


©  RHI  Mjnaecmcni  Resource 


Sometimes  you  want 


SHE  SET  THE  MOOD 
WITH  A  LITTLE  BLACK 
DRESS  AND  A  LITTLE 


WHITE  THERMOSTAT 


everything  to  be 


Puron 


perfect.  With  Carrier's  new, 


exclusive  Two-Speed 
WeatherMaker™  System 
with  Puron®  refrigerant, 
air  conditioning  is  one  thing 


you  can  depend  on.  It  quietly,  and 
iably  cools  more  evenly  and  consistently 


than  other  systems.  And  no  other  system  is 


more  efficient.  Plus,  Carrier's  Puron 


refrigerant  won't  harm  the  earth's  ozone  layer. 
Which  is  one  more  thing  that's  perfect. 


Visit  www.carrier.com  or  call  1  -800-4-CARRIER 

©200 1  Carrier  Corporation.  A  member  of  the  United  Technologies  Corporation  family.  Stock  symbol  UTX 


world  leader  ■  new  name 


or, 

WHY   ALL  OUR 
LAB  COATS 
ARE   OUT  GETTING 
NEW  LOGOS. 


Once  we  were  Lucent's  Microelectronics  Group.  Today  we're  Agere  Systems.  A  company  that  has  put  generatior 
innovations  to  work.  A  world  leader  in  optical  components  and  communications  chips.  An  organization  with  the  fo  - 


O  2001  Agere  Systems  Inc.  Agere,  the  Agere  Systems  lot;o  and  How  communications  happens  are  trademarks  of  Agere  Systems  Inc. 
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Backseat  Driver  By  Jerry  Flint 


No  Such  Thing  as  a  Free  Launch 


CARS  DON'T  SELL  THEMSELVES.  A  GOOD  START— 
a  good  launch — is  vital  to  build  sales  momentum. 
A  good  car  may  survive  a  bad  launch.  A  poor  car 
won't.  A  bungled  launch  can  turn  a  billion-dollar 
vehicle  investment  into  a  disaster. 
The  grandest  launch  of  the  last  half-century  was  Ford's 
Edsel.  It's  impossible  to  imagine  today  the  excitement  cre- 
ated by  the  Edsel  buildup.  Three  million  people  saw  the 
Edsel  on  E  Day  in  September  1957.  But  nothing  could  fulfill 
such  anticipation.  People  laughed  at  the  grille,  the  name, 
everything.  Poor  Edsel  became  a  symbol  of  failure. 

One  of  the  worst:  the  1953 
Studebaker  Starliner  coupe.  It 
was  a  beauty.  There's  one  in 
New  York's  Museum  of  Mod- 
ern Art.  But  Studebaker  had 
trouble  getting  it  into  produc- 
tion and  took  months  to  iron 
out  the  problems.  When  the 
cars  finally  reached  the  deal- 
ers, long  after  the  launch  and 
heavy  advertising,  many  or- 
ders had  been  canceled.  Then 
came  a  general  slump  and  the 
car  never  recovered. 

The  people  in  Detroit 
today  seem  to  have  forgotten 
how  to  launch  a  new  vehicle. 
General  Motors  certainly  did 
with  its  new  sport  utility  vehicles.  The  Chevy  Trailblazer, 
CMC  Envoy  and  Oldsmobile  Bravada  are  key  to  GM's  success 
in  the  truck  market.  You  shouldn't  let  anything  go  wrong 
with  the  launch. 

But  GM  found  a  bad  part,  recalled  the  6,000  vehicles  that 
had  been  sold  and  shut  the  factory  for  ten  days.  The  delay 
won't  sink  the  new  vehicles,  but  it's  another  hurdle  to  over- 
come. And  it  shows  that  GM  still  is  caught  in  a  cycle  of  terri- 
ble launches. 

The  launch  of  GM's  Saturn  LS  (the  larger  Saturn)  two 
years  ago  was  possibly  the  worst  I've  seen.  Sales  were,  and 
still  are,  half  the  forecast.  Then  there  was  the  Pontiac  Aztek, 
a  four-wheel-drive  vehicle  launched  before  the  four-wheel- 
drive  was  ready.  Naturally,  GM  didn't  sell  many  and  the  ve- 
hicle soon  had  the  aura  of  failure  around  it.  Being  ugly 
didn't  help. 


Detroit  seems  to 
have  forgotten 
how  to  execute  a 
car  introduction. 
It's  important.  A 
bungled  start 
can  sink  a 
billion-dollar 
investment. 


It's  not  just  GM.  The  Foi 
Explorer  is  Ford's  secor 
most  important  vehicle  aft 
the  F- 1 50  pickup,  but  the  200 
launch  is  a  mess.  The  vehicle 
months  late  out  of  the  factor 
and  the  V-8  wasn't  even  reaci 
How  do  you  get  momentun' 
The  Ford  Thunderbird 
another.  Lots  of  publicity  f< 
more  than  a  year,  and  no  a 
People  were  buying  it  fro 
the  Neiman  Marcus  Christmas  catalog  for  last  year.  But  th< 
don't  have  it  yet.  Maybe  by  summer.  The  same  with  the  Lii 
coin  Blackwood,  which  was  expected  last  winter,  and  no' 
maybe  in  summer.  All  the  free  publicity  has  gone  to  waste 
The  launch  of  the  small  Ford  Focus  last  year  was  rnarn 
with  five  quick  recalls.  They  really  weren't  anything  impo 
tant.  But  I  think  the  recalls  scared  Ford  into  some  of  the  E 
plorer  delays. 

Chrysler's  introduction  of  its  minivan  last  year  was  a 
asco.  The  company  overbuilt  the  old  model  to  keep  prof: 
up,  then  put  big  rebates  on  the  old  models  just  before  tl 
new  ones  came  out,  thus  wiping  out  its  own  customer  baa 

A  good  launch  needs 

1.  Supply — plenty  of  vehicles  in  the  dealers'  showroorr 

2.  Coordination — The  factory  and  the  dealers  must  1 
their  promotions,  advertising  and  manufacturing  togeth 
and  keep  to  the  schedules. 

3.  Magic — There  must  be  an  excitement  about  the  vef 
cles  that  catches  the  imagination  of  the  public  and  the  pre: 

I  remember  Lee  Iacocca's  introduction  of  the  Mustang 
1964  at  the  New  York  World's  Fair,  just  as  the  fair  opene 
He  lent  200  white  Mustangs  to  reporters  for  their  dri 
home  across  America  (I  think  one  still  is  missing).  Lee  ar 
his  Mustang  made  the  covers  of  Time  and  Newsweek  tl 
same  week,  the  first  time  that  ever  happened. 

A  smart  automan  told  me:  "A  launch  should  be  like  a  ri 
ing  crescendo.  You  can't  do  Beethoven's  Fifth,  and  when  yci 
get  to  the  last  three  minutes,  tell  the  audience  to  come  ba-| 
the  next  night  for  the  finish." 

Somehow,  in  the  rush  to  hire  brand  marketing  expei 
from  P&G  or  Nabisco,  Detroit  has  forgotten  all  this.  All  th 
do  now  is  what  the  packaged  goods  people  do — hand  o 
cents-off  coupons.  There's  no  magic  in  that. 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile  industry  since  1958. 

Find  past  columns  at  www.forbes.com/flint  or  use  your  :CueCat  device  on  the  cue  code  (right)  to  take  you  there 

instantly. 
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NetJets: 
For  People 
Who  Value  Experience, 
Choice  and  Time. 


rience  Counts 

6,  Executive  Jet,  Inc.  introduced  the 
s  fractional  aircraft  ownership  program, 
tionizing  business  aviation  and  making  it 
iffordable  than  ever  before.  This  year, 
ly  more  than  250,000  flights  to  over  90 
ies  to  support  our  NetJets  fractional 
t  owners.  You  buy  only  what  you  need 
It  your  transportation  requirements, 
bility,  costs  and  a  buyback  of  your  asset 
iranteed. 

es  Matter 

k  offers  12  different  types  of  the  world's 
(safest  and  most  reliable  light,  midsize  and 
libin  aircraft  to  meet  our  owners'  varying 


needs.  By  year  end  200 1 ,  we  will  operate  over  400 
aircraft  to  support  our  NetJets  owners.  Purchase, 
lease  or  finance  alternatives  are  available. 

Time  Counts 

NetJets  owners  gain  time  and  efficiency  while 
balancing  their  business  and  personal  lives. 
NetJets  programs  are  available  in  the  U.S., 
Europe  and  the  Middle  East.  Owners  can  fly  in 
any  NetJets  program  on  an  interchange  basis 
without  having  to  purchase  additional  shares. 

The  Industry  Leader 

Since  1963,  we  have  gained  more  corporate 
aviation  experience  than  any  other  company. 
With  the  most  advanced  management  software 


system  in  corporate  aviation,  NetJets  provides 
you  with  the  world's  most  personalized  service. 
Benefit  from  our  experience...  have  more  aircraft 
choices...  and  gain  valuable  time.  Choose  NetJets 
and  find  out  how  affordable  the  ultimate  in 
business  and  personal  transportation  can  be. 

1-877-NETJETS  (1-877-638-5387) 

www.netjets.com 

NetJets^ 


c 


EXECUTIVE  JET 


The  pioneer  and  worldwide  leader  in 
fractional  aircraft  ownership."" 

Executive  Jet  is  a  Berkshire  Hathaway  Company 


NUMBERS  GAMF 


Recurring  Gains? 


BY  ELIZABETH  MACDONALD 

IT'S  CURIOUS  HOW,  IN  THE  FACE  OF 
slumping  computer  sales,  Interna- 
tional Business  Machines  isn't  feel- 
ing the  heat. 

Compaq  and  Unisys  surely  are. 
These  companies  have  put  out  earn- 
ings warnings  recently  and  their 
stocks  are  off  55%  to  75%  from  their 
highs.  IBM  hasn't  issued  any  profit 
warnings  lately,  and  its  shares  trade  at 
$107,  down  just  21%  from  their  52- 
week  high. 

IBM  does  more  than  make  boxes,  of 
course:  Services  and  software  ac- 
counted for  52%  of  its  $88.4  billion  in 
revenues  last  year.  But  what's  really 
keeping  its  shares  aloft  is  earnings.  For 
last  year  the  company  reported  $8.1 
billion,  or  $4.44  a  share,  up  5%  from 
the  year  before.  For  the  first  quarter  of 
2001  IBM  netted  $1.75  billion,  or  98 
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cents  a  share,  up  15%  from  the  first 
quarter  of  2000,  on  revenues  that  were 
up  only  9%  to  $21  billion.  But  in- 
vestors should  be  wary  of  this  happy 
earnings  picture,  says  Bradley  Rexroad, 
an  analyst  at  the  Center  for  Financial 
Research  &  Analysis,  a  Rockville,  Md. 
research  boutique.  A  fair  amount  of  the 
earnings  gains  in  2000  had  nothing  to 
do  with  the  strength  in  IBM's  business 
operations. 

Rexroad  backs  out  $1.02  from  last 
year's  EPS  to  arrive  at  an  adjusted 
$3.42  figure  he  says  is  more  represen- 
tative of  IBM's  underlying  earning 
power.  IBM  says  Rexroad's  analysis  is 
off  the  mark.  In  a  written  response  to 
questions,  IBM  spokeswoman  Carol 
Makovich  says  the  company  is  within 
the  bounds  of  accounting  rules,  which 
is  true,  and  that  Rexroad  has  done  "a 
surface  analysis"  without  "an  under- 


IBM  is  dodging  the  stinj 
of  slow  computer 
sales  with  some  deft 
accounting  moves. 

standing  of  either  our  company  t 
our  industry." 

This  isn't  the  first  time  controver 
has  erupted  over  whether  some  of  IBW 
earnings  gains  are  a  bit  artificial.  We  cits 
similar  arguments  in  our  last  cover  sto 
on  the  company  (FORBES,  Oct.  4, 1999 
But  now,  with  weakness  in  capital  spen 
ing  haunting  the  economy,  the  matt 
takes  on  a  little  more  urgency.  Will  tl 
earnings  disappointments  that  ha 
butchered  the  stocks  of  Dell,  Sun  ar 
Cisco  afflict  IBM,  too?  And  should  the 
kinds  of  accounting  maneuvers  cause  i 
vestors  to  question  whether  a  compai 
is  using  them  to  cover  up  weaknesses 
its  core  operations? 

The  biggest  item  on  Rexroad's  li 
of  artificial  gains  is  the  accounting  f 
retirement  benefits.  IBM  has  been  gt 
ting  a  nice  kick  to  reported  earnin 
from  the  robust  state  of  its  pensic 
plans.  Pension-related  effects  boost' 
the  aftertax  bottom  line  by  $820  m 
lion  last  year,  a  63%  improvement 
this  source  of  profits  from  the  ye 
before,  Rexroad  says. 

This  shot  in  the  arm  comes  in  se 
eral  forms.  IBM  has  been  shifting  fro 
traditional  defined  benefits  for  retire 
to  "cash  balance"  plans,  which  shou 
cost  less;  the  strength  of  the  stock  m£ 
ket  (until  13  months  ago)  and  t 
bond  market  has  lowered  the  amou 
of  additional  cash  IBM  had  to  pour  in 
the  pension  fund;  and  the  compa 
last  year  changed  its  assumption  on  t 
fund's  future  average  returns  frorr 
somewhat  optimistic  9.5%  to  a  mc 
Pollyannaish  10%. 

The  more  an  employer  can  safe 


How  can  you  be  sure  your  IRA 
will  end  up  in  the  right  hands? 


A  more  complete 
approach  to  wealth 
management 

Today,  achieving  financial 
security  is  a  two-sided 
effort:  growing  your 
assets,  and  protecting 
what  you've  built.  With 
decades  of  experience 
n  both  asset 
nanagement  and 
nsurance,  Prudential  is 
creating  new  and  more 
powerful  ways  to  grow 
nd  protect  wealth. 


If  you're  like  most  people,  you  want  your  retirement  assets  to  benefit 
you  and  your  loved  ones  as  much  as  possible.  While  new  IRS  rules  will 
help  make  your  distribution  options  simpler,  you'll  still  have  to  make 
the  right  choices.  That's  why  you  need  to  take  the  next  step  and  talk 
to  a  Prudential  Securities  Financial  Advisor  today. 


It's  not  only  how  much  you  save- 
but  also  what  happens  later.  You  need 
to  make  some  critical  decisions  about  your 
IRA:  consolidating  your  retirement  assets; 
choosing  your  beneficiaries;  and  timing 
your  distributions.  Your  personal  Financial 
Advisor  can  help  you  understand  your 
options — and  make  your  retirement 
planning  simpler. 

Guidance  that  works  for  you.  Your 
personal  Financial  Advisor  will  also 
help  you  make  your  retirement  assets 
work  as  hard  as  possible.  And  you'll 
develop  a  smart  financial  strategy  that 
can  help  preserve  your  IRA's  tax-deferred 
status  for  another  generation. 


Get  this  free  brochure.  How  do  your 
distribution  plans  add  up?  Call  to  find  a 
Prudential  Securities  Financial  Advisor 
near  you.  And  ask  for  our 
new  brochure  on 
inherited  IRAs,  which 
covers  everything  from  ^ 
spousal  rollovers  to  ^*°ve* 
choosing  beneficiaries. 
Call  today! 


1-800-THE-ROCK 

ext.  5123,  or  visit  us  at: 
prudential.com 


Inherited 
IHAs 


V/i  Prudential 


Securities  products  and  services  are  offered  through  Prudential  Securities  Incorporated  (member  SIPC),  1 99  Woter  Street,  New  York,  NY  10292,  a  Prudential  company,  www.prudentialsecurities.com. 
er  Prudential  nor  its  sales  professionals  render  tax  odvice.  Please  consult  your  tox  advisor  for  odvice  regarding  the  type  of  IRA  that's  appropriate  for  your  situation. 
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AAA 


AAAA 


Even  our  selection 
of  narrows  is  wide. 

Aflen-Edmonds.com 

Order  from  our  full  line,  online. 

(MIX) 


assume  for  future  earn- 
ings, of  course,  the  less  it 
has  to  set  aside  out  of 
today's  revenues  to  pay 
future  benefits.  Rexroad 
says  that  10.1%  of  IBM's 
reported  net  income  last 
year  was  attributable  to 
the  pension  plans.  But 
this  source  of  earnings  as- 
sistance can't  be  counted 
on  every  year  given  how 
unpredictable  the  markets 
are.  Makovich  notes  that 
IBM's  "earnings  could,  in 
fact,  be  hurt  in  future 
years  if  the  expected  re- 
turn on  plan  assets  de- 
creases below  the  current 
rate  expectation." 

Rexroad  says  IBM  also 
got  a  15-cent  boost  to 
2000  EPS  by  dipping  into 
cookie  jars  for  doubtful 
accounts,  inventories  and  a  reserve 
for  a  restructuring  related  to  the  sale 
of  its  Micrus  semiconductor  business. 
In  reply,  IBM's  Makovich  says  the  de- 
crease in  its  reserves  for  doubtful  ac- 
counts was  driven  by  its  "strong 
fourth  quarter,"  that  IBM  "scrapped 
over  $600  million  of  inventory," 


By  the  Numbers 


IBM's  earnings  look 
healthy  as  can  be  but 
they're  getting 
boosted  bit  by  bit  by 
nonoperating  items. 

Pension  gains 


Web-site  development 
Reduction  in  reserves 
Cut  in  tax  rate 
Share  repurchases 

TOTAL  BOOST 

I 


ing  rule  change  tha 
forced  IBM  to  capitalize 
rather  than  expense  Web 
site  development  costs 

Last  on  the  Rexroa 
list:  share  repurchase 
IBM  has  bought  back 
ton  of  its  common  share 
over  the  past  decade,  an 
these  buybacks  hav 
boosted  earnings  pe 
share.  Rexroad  calculate 
a  13-cent-a-share  gain  la 
year  from  buy-ins.  (IBM 
Makovich  insists  Rex 
road's  arithmetic  is  wron 
because  he  used  IBM 
fully  diluted  shares  in  h 
calculations,  adding  the 
"share  repurchase  is  nc 
the  only  element  to  cor) 
sider  when  comparing  d 
luted  share  count  year  t 
year.  A  portion  of  man 
share  repurchase  programs,  includin 
IBM's,  offsets  stock  options  issue 
and  therefore  has  no  impact  on  d 
luted  EPS.") 

No  question,  though,  if  a  compar 
can  buy  in  its  shares  cheaply  enoug 
it  indeed  enriches  the  remainin 
shareholders.  The  issue  for  growt 


A  fair  amount  of  last  year's  gains  had 

nothing  to  do  with  the  strength 

in  IBM's  business  operations.  


which  thus  reduced  the  reserves  for 
those  items  and  that  the  restructur- 
ing was  "prominently  disclosed"  in 
the  company's  filings. 

IBM  has  been  adept  at  keeping  its 
income  taxes  down,  having  pared  its 
effective  tax  rate  from  34.4%  in  1999 
to  29.8%  last  year.  That  represents  a 
real  gain  for  shareholders,  of  course, 
but  it's  not  the  kind  of  good  news  that 
can  keep  coming.  Rexroad  says  that 
the  decline  in  the  tax  rate  added  28 
cents  a  share  last  year.  He  adds  an- 
other 3  cents  came  from  an  account- 


stock  fanciers  is  simply  how  mu 
longer  this  source  of  EPS  gains  can  £ 
on.  IBM's  free  cash  flow  (net  incon 
plus  depreciation,  minus  capital  e: 
penditures)  fell  to  $3.1  billion  in  20( 
from  $3.7  billion  in  1999,  while  del 
(net  of  cash  and  equivalents  on  han< 
jumped  10.3%  to  $24.9  billion. 

So  the  honey  pot  to  fund  add 
tional  buybacks  is  a  bit  smaller.  IB 
says  the  repurchases  will  continue,  b 
for  now  may  do  no  more  than  offs 
the  dilution  from  stock  optioi 
handed  out  to  to  its  executives. 
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It's  giving  the  haughty  medical  school  cartel  the  fits:  A  Caribbean 
outfit  is  making  a  profit  cranking  out  doctors  for  the  U.S.  market. 


BY  CHANA  R. SCHOENBERGER 

ON  A  RECENT  MORNING  200  MED- 
ical  students  drowse  as  a  professor 
flashes  slides  of  bile  ducts  over- 
head. Biochemistry  at  8:30  a.m.  is  a 
tough  slog  anywhere.  But  at  Ross  Uni- 
versity School  of  Medicine,  located  on 
the  tropical  island  of  Dominica,  the  stu- 
dents have  something  else  to  sweat 
about:  In  the  U.S.  medical  profession, 
where  they  aim  to  have  careers,  their 
diplomas  won't  be  taken  very  seriously. 

But  the  diploma  is  still  worth  some- 
thing. It  entitles  the  bearer  who  passes 
the  same  tough  licensing  exam  that  U.S. 
med  students  take,  and  who  fights  his 
or  her  way  into  a  hospital  residency,  to 
practice  medicine.  And  so  it  is  that  the 
vendor  of  these  offshore  diplomas  is 
worth  something.  Last  April  the 
school's  founder  sold  a  majority  stake 
in  Ross  and  its  sister  institution,  the 
Ross  University  School  of  Veterinary 
Medicine  on  nearby  St.  Kitts,  for  about 
$135  million.  The  chief  buyer  was 
Leeds  Weld  &  Co.,  a  New  York  private 
equity  firm  specializing  in  for-profit  ed- 
ucational ventures.  Ross'  board  in- 
cludes former  Massachusetts  governor 
William  Weld;  onetime  Lazard  lawyer 
Jeffrey    Leeds;    Chairman  Benno 


Schmidt  Jr.,  a  former  president 
of  Yale  who  is  also  chairman  of 
Edison  Schools;  and  Bill  Clin- 
ton's first  chief  of  staff,  Thomas 
F.  (Mack)  McLarty  III.  These 
guys  are  making  a  fair  go  of  busting  up 
the  American  medical  school  cartel, 
which  uses  tight  accreditation  rules  to 
restrict  the  supply  of  doctors.  "The  U.S. 
system  is  designed  to  limit  access  to 
medical  education,"  says  Ross  Chief 
Executive  Timothy  Foster. 

The  establishment,  predictably,  is 
howling.  Last  May  the  prestigious  New 
England  Journal  of  Medicine  published 
an  article  attacking  foreign  schools  like 
Ross,  which  aren't  accredited  by  the 
American  Medical  Association's  licens- 
ing boards.  The  other  strike  against  Ross 
is  that  it's  in  business  to  make  a  buck. 
That  conflicts  with  the  public  image 
projected  by  the  medical  profession: 


Lots  of  sun,  but 
little  fun:  Ross 
students  take 
the  standard 
U.S.  med  school 
curriculum. 


Atlantic 

Florida 

Ocean 

Bahamas 

Cuba 

Mexico 

Puerto 
Rico 

Jamaica 

Dominica* 

Pacific 

0  c  e  a  n  Panama 

0         500  Miles 

Venezuela 

Colombia 

We're  here  to  serve  humanit 
Hustle  a  dollar?  Perish  th 
thought. 

Ross  takes  the  quality  cha 
lenge  very  seriously.  It  has  t 
considering  its  seedy  origins.  In  19 
grain  trader  Robert  Ross  convinced  tr 
government  of  Dominica,  a  lush,  vo 
canic  ex-British  colony,  to  let  him  bui] 
a  for-profit  medical  school  catering  t 
Americans  whose  MCAT  scores  didn 
make  the  cut  at  any  of  the  125  U.S.  mec 
ical  schools.  (Ross  later  gave  himself ; 
honorary  doctorate  from  his  ovi 
school.) 

The  students  came  to  the  oceansic 
campus.  But  behind  the  postcard  scene 
lay  typical  offshore  problems.  Failing 
class  used  to  mean  repeating — and  pa 
ing  for — the  entire  semester.  Admissic 
standards  were  an  oxymoron:  Ross  a 
cepted  65%  of  all  applicants,  compar 
with  42%  for  U.S.  schools,  and  never  r 
quired  the  MCAT  until  last  year.  At  oi 
point  the  U.S.  Department  of  Educatic 
flew  in  to  investigate  complaints  by 
teacher  at  a  competitor  school.  (It  to( 
no  action  against  Ross.) 

These  days  the  school  attracts  peop 
who  are  hell-bent  on  being  doctors,  d 
spite  the  disadvantages  of  the  lowbrc 
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ROSS  MEDICA1 


Ross  degree.  Students  seem  to  fall  into 
two  categories.  Half  are  recent  college 
grads  who  move  to  "The  Rock"  imme- 
diately after  getting  a  stack  of  rejection 
letters.  Jan  Phillips,  who  wants  to  care  for 
the  elderly,  graduated  from  Vanderbilt  in 
1998  and  went  home  to  Texas  to  get  a 
master's  in  clinical  gerontology.  While 
working  in  a  clinic  at  Baylor  University's 
hospital,  she  applied  to  all  the  Texas  med- 
ical schools.  Phillips  settled  on  Ross  after 
she  couldn't  get  in  anywhere  else. 


semester  year,  allowing  students  to  fin- 
ish their  four  semesters  of  basic  science 
quickly.  After  a  fifth  semester  of  early 
clinical  training  in  Miami,  Ross  students 
do  five  semesters  of  clinical  rotations  in 
the  U.S.  at  teaching  hospitals  in  one  of 
nine  states,  where  they  train  alongside 
American  med  students. 

No  problem  getting  into  Kern  Med- 
ical Center,  in  Bakersfield,  Calif.,  which 
can't  lure  enough  med  students  from  the 
affiliated  University  of  California  system 


dents?  "It's  been  variable,"  says  Di 
Joseph  Zuckerman,  who  heads  the  pro 
gram.  "Is  it  the  same  curve  as  student 
we  see  from  other  places?  No." 

It's  up  to  Foster  to  get  Ross  studen 
performance  up  to  par.  He  once  rai 
NovaCare  Inc.,  a  publicly  traded  outpa 
tient  rehabilitation  firm  based  in  King  c 
Prussia,  Pa.,  until  sliding  Medicare  reim 
bursements  spurred  a  fire  sale  in  199^ 
Weld,  who  was  on  the  board  of 
NovaCare  unit,  hired  Foster  at  Ross. 


Ross  is  implementing  a  new  idea  in  academia:  market  forces. 


Other  students  trade  up  from  jobs  in 
nursing,  dentistry  or  other  fields.  Queens, 
N.Y.  native  Stacy  Weiner  was  a  physi- 
cian's assistant  for  almost  three  years  be- 
fore deciding  on  an  M.D.  She  bypassed 
U.S.  schools  altogether  to  avoid  waiting 
two  years  while  taking  the  MCAT  and 
going  through  the  application  process. 

Ross  students  take  the  standard  U.S. 
medical  school  curriculum — but  at  an 
accelerated  pace.  The  school  has  a  three- 


to  fill  its  program.  A  bit  tougher  to  find  a 
spot  at  New  York  University  School  of 
Medicine's  top-notch  Hospital  for  Joint 
Diseases,  already  flooded  in  the  second 
half  of  the  year  with  students  who  are 
trying  to  get  into  its  orthopedic  surgery 
residency  program.  To  fill  gaps  in  the  first 
half,  NYU  takes  a  few  Ross  students  each 
month,  in  return  for  a  nominal  admin- 
istrative fee  of  $100  per  pupil.  None  have 
become  residents.  How  are  the  Ross  stu- 


Foster  is  enforcing  a  new  idea  i 
academia:  market  forces.  The  61  me 
school  professors  make  an  average  <: 
$60,000  to  $90,000,  with  tax  breaks  o 
the  first  $75,000  for  living  outside  th 
U.S.  There's  no  tenure  and,  since  the 
don't  have  to  do  research,  they're  pai 
on  the  basis  of  how  well  they  teach.  Pin 
slips  are  possible.  Student  evaluatior 
and  low  exam  scores  have  landed  si 
profs  on  probation  since  last  year. 
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sarning  how  they're  put  together:  the  gross  anatomy  lab 


With  its  reduced-stress  tropical  set- 
ng,  Ross  has  drawn  an  eclectic  faculty, 
iochemist  Gerhard  Meisenberg,  a  17- 
ear  veteran  in  colorful  sandals  who 
ublished  a  textbook  while  at  Ross, 
anted  to  live  "far  from  Chicago."  Julie 
lotzbach,  chairman  of  the  pharmacol- 
gy  department,  hated  research  and 
jped  to  see  her  kids  more  often. 


Foster  is  continuing  to 
ratchet  up  academic  per- 
formance. Two  years  ago 
Ross  began  requiring  a 
school-administered  "shelf 
exam"  a  semester  before 
the  compulsory  U.S.  Med- 
ical Licensing  Exam  Step  1 
test,  the  first  of  three  exams 
on  the  way  to  an  M.D.  Just 
half  of  Ross  students  pass 
the  shelf  exam  the  first 
time,  75%  on  the  second 
go-round.  Once  they're  al- 
lowed to  take  the  Step  1, 
82%  to  94%  pass  on  the 
first  try.  That's  still  shy  of 
the  93%  for  U.S.  medical  students,  but 
better  than  the  65%  score  for  foreign 
med  school  grads  as  a  whole.  In  last 
year's  residency  match,  which  assigns 
medical  school  seniors  to  a  specialized 
training  program  in  a  U.S.  hospital,  70% 
of  Ross  students  got  a  spot,  again  best- 
ing overseas  grads  (52%),  but  falling 
short  of  U.S.  medical  school  graduates 


(94%).  Ross  alumna  Dr.  Nancy  Perri,  the 
school's  clinical  dean,  says  96%  of  grad- 
uates eventually  find  a  program,  some  by 
negotiating  directly  with  hospitals. 

Is  the  school  succeeding  at  its  mis- 
sion— making  money,  that  is?  Foster 
and  his  bosses  say  it  is,  but  are  mum  on 
specifics.  Here's  some  idea  of  what's  on 
the  profit  and  loss  statement.  Ross  prob- 
ably pulls  in  $58  million  a  year  from  tu- 
ition— $27,000  a  year  for  three  semes- 
ters for  each  of  2,100  students.  Expenses 
at  the  two  schools — including  the  costs 
of  recruiting,  a  technology  overhaul, 
road  construction,  hurricane  and  mal- 
practice insurance  (for  students  training 
in  the  U.S.)  and  overhead  for  the  New 
York  office — approach  $50  million. 
Profit:  probably  less  than  $  1 0  million, 
most  of  it  reinvested  in  the  school. 

Ross  has  so  far  graduated  2,500-plus 
doctors  who,  in  order  to  get  certified, 
must  pass  a  battery  of  exams,  including 
the  Test  of  English  as  a  Foreign  Lan- 
guage. Here's  a  test  for  the  AMA:  What 
does  R-E-S-P-E-C-T  spell?  F 
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A  Frog  Among  Princes 

Patrick  Spainhour,  AnnTaylor's  chief  executive, 
is  an  operations  guy  who  badly  needs  to  hire 
some  merchandising  talent.  Good  luck  finding  it. 


BY  KATARZYNA  MORENO 

PATRICK  SPAINHOUR  IS  NOT  A 
merchant.  And  that  makes  his 
position  running  AnnTaylor, 
one  of  America's  most  recog- 
nizable— if  not  always  fash- 
ionable— specialty  retailers,  awkward  in- 
deed. That  the  deeply  religious 
51 -year-old  doesn't  smoke,  drink  or  ap- 
prove of  the  use  of  foul  language  in  the 
office  sets  him  further  apart  on  New 
York's  Seventh  Avenue. 

"He  has  held  on  to  strong  personal 
values,"  says  Melanie  Kusin,  executive 
recruiter  with  Heidrick  &  Struggles. 

Spainhour  came  up  through  opera- 
tions— running  stores,  choosing  pro- 
duction sites,  introducing  inventory 
management  systems — at  the  Gap, 
Stride  Rite  and  Donna  Karan.  He  joined 
AnnTaylor  as  chief  operating  officer  in 
1 996  but  a  few  months  later  got  the  top 
job  when  the  overextended  company 
edged  toward  bankruptcy. 

His  is  a  decent  pedigree  for  manag- 
ing the  ebb  and  flow  of  fashion,  but  it 
doesn't  get  to  the  heart  of  the  business, 
which  is  merchandising.  This  is  the  knack 
that  characterizes  a  breed  often  referred 
to  as  "merchant  princes" — chief  execu- 
tives like  Allen  Questrom,  who  once 
headed  Federated  Department  Stores  and 
Barneys  New  York  and  now  leads  J.C. 
Penney,  Millard  (Mickey)  Drexler  of  the 
Gap  or  Leslie  Wexner  of  the  Limited. 

Merchandising — the  art  of  creating 
a  collection — is  the  backbone  of  every 
specialty  retailer.  Because  they  design, 
manufacture  and  sell  their  clothes,  the 
risk  of  picking  the  wrong  styles,  fabrics 
or  colors  lies  with  the  companies,  not 
their  vendors.  The  dilemma  of  specialty 
retailers  is  that  great  merchants  are  often 
poor  operators  and  vice  versa.  But  "the 
signature  of  this  business  is  merchan- 
dising and  not  clean  stores  and  fitting 


rooms,"  says  Walter  Levy,  a  retail  con- 
sultant at  Kurt  Salmon  Associates. 

AnnTaylor  is  a  merchandising  chal- 
lenge. The  company's  target  customer 
is  a  career  woman  from  her  20s  to  her 
40s — a  demographic  barbell  balancing 
on  one  side  the  more  traditional 
boomers  and  on  the  other  trendy 
younger  women.  As  a  career-wear- 
driven  retailer,  AnnTaylor  must  strike 
the  right  balance  between  casual  and 
formal  work  wardrobes. 

Last  year  the  company,  which  takes 
its  name  from  an  imaginary  whole- 
some New  Englander,  filled  the 
stores  with  short  and  tight  skirts 
and  glittery  dresses,  just  as  career 
women  were  looking  for  a  more 
understated  wardrobe.  Result: 
AnnTaylor's  net  income  for  fiscal 
year  ended  Feb.  28  fell  faster 
than  hemlines — $52  million,  or 
19%  lower  than  the  year  before, 
on  sales  of  $1.2  billion.  Earnings 
in  the  fourth  quarter  of  2000 
were  down  by  68%  compared 
with  the  same  period  a  year  ear- 
lier. And  same-store  sales,  the 
best  indicator  of  a  retailer's 
health,  fell  by  0.5%  last  year, 
compared  with  an  8.4%  increase 
the  year  before.  Trading  at  $27, 
the  company's  stock  is  40% 
below  its  52-week  high  of  $45. 

By  contrast,  Talbots — AnnTay- 
lor's competitor,  which  caters  to  an 
older  crowd — stuck  to  classic  styles 
and  attracted  some  of  AnnTaylor's 
younger  customers.  Talbots'  earn- 
ings per  share  increased  by  96%  for 
the  fiscal  year  2000,  and  its  same- 
store  sales  were  up  by  16%.  Its 
same-store  March  sales  dropped 
and  its  stock  has  taken  a  hit — down 
30%  from  its  high — but  these  were 
because  of  the  faltering  economy, 


not  poor  merchandising. 

AnnTaylor's  chief  merchai 
responsible  for  choosing  la 
year's  collection  resigned  in  Jam 
ary.  Spainhour,  who  has  nev« 
granted  a  live  press  interview 
the  company,  is  said  to  be  lool 
ing  for  two  top  merchants,  or 
for  the  333  Ann  Taylor  stores,  an 
another  for  the  123  Ann  Taylor  Lo 
stores,  which  sell  cheaper  and  more  c; 
sual  fare,  geared  to  younger  women. 

AnnTaylor's  turnaround  will  d 
pend  on  the  merchant  Spainhour  a 
tracts.  He  has  enlisted  Korn/Ferry  f< 
the  search,  which  could  be  complete 
this  month.  But  signing  on  a  seasons 
merchant  will  be  quite  a  feat.  Many 
them  are  already  chief  executives  ai 
probably  wouldn't  settle  for  less.  Or 
other  drawback:  Whoever  takes  t\ 
job  runs  the  risk  of  being  scapegoate 
if  the  new  look  doesn't  work. 


AnnTaylor's  task: 
keeping  in  vogue 
with  boomers  and 
twentysomethings. 
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End  Game  for  Linda  Wachner 


Warnaco  is  teetering 
on  the  brink  of 
bankruptcy,  and  its 
bankers  are  calling 
the  shots.  It's  almost 
certain  to  be  an 
unexpected  boon 
for  Calvin  Klein. 

BY  PHYLLIS  BERMAN 

THE  MIDDLE  OF  MARCH  FOUND 
Warnaco's  Linda  Wachner  in 
Santa  Barbara,  Calif,  partying  at 
a  dazzling  resort  as  a  guest  of 
Tina  Brown's  Talkfest,  along  with 
plenty  of  A-listers  like  Donna  Karan, 
Barbra  Streisand,  former  Texas  gover- 
nor Ann  Richards  and  science  fiction 


Wachner:  no  longer  Calvin  Klein's  obsession 


author  Michael  Crichton. 

And  why  not?  Two  months  before, 
she  had  emerged  looking  like  the  victor 
from  a  nasty  and  drawn-out  battle  with 
clothing  designer  Calvin  Klein.  Wachner 
retained  the  rights  to  CK's  license  until 
2044,  and  Calvin  and  Linda  had  kissed 
and  made  up  before  the  courts  had  a 
chance  to  rule  on  Klein's  contention 
that  Warnaco's  distribution  of  his  brand 
through  discount  channels  damaged  his 
name.  In  the  settlement  Klein  agreed 
that  for  one  year  he  would  desist  from 
exercising  a  provision  of  their  agree- 
ment that  would  have  allowed  him  to 
take  back  his  license  if  Warnaco's  debt 
exceeded  five  times  equity.  In  return  he 
got  almost  nothing.  Wachner's  case 
against  Klein,  and  Klein's  willingness  to 
settle,  no  doubt  weren't  hurt  by  the  im- 
minent publication  of  a  nasty  piece  in 
Talk  mentioning  Klein's  former  business 
relationship  with  mobster  Venero 


(Benny  Eggs)  Mangano. 

The  reality,  howevei 
was  that  by  March  Wach 
ner,  who  has  been  run| 
ning  Warnaco  since  1986 
had  little  to  party  aboir 
Thirteen  days  after  thi 
Talkfest  event,  Warnacl 
announced  that  it  woul 
not  be  holding  a  confer 
ence  call  with  analysts 
scheduled  on  Mar.  27  t 
discuss  fourth-quarte 
and  year-end  result 
Losses,  the  announcemer 
added,  would  be  "sub 
stantially  greater"  tha 
previously  estimated. 

The  stock  droppe 
from  $4.20  to  $1.30  befoi 
the  rescheduled  confe 
ence  call  two  days  late 
That  call  gave  a  hint  < 
what  was  to  come.  Fc 
2000,  according  to  the  81 
released  the  next  da 
Warnaco  had  lost  $3: 
million,  or  $6.41  a  shai 
and  at  year's  end  had  only  $11  millic 
in  cash  in  the  till.  Put  that  up  against  i 
$1.84  billion  in  assorted  debts,  ap 
there  is  not  even  the  faintest  hope  f 
profits  this  year,  either. 

But  the  conference  call  only  co 
firmed  what  lenders  already  kne 
Bank  debt,  which  was  being  offered 
75  cents  on  the  dollar  when  we  \z\ 
looked  at  this  company  (FORBES,  No 
27,  2000),  was  down  to  35  cents  offere 
30  cents  bid  at  the  time  of  the  call.  Su 
prising,  given  the  banks  had  a  call  on 
the  company's  assets. 

Behind  the  scenes  Warnaco  \v 
waging  an  astonishing  battle  with 
auditors.  The  company  admitted  in  I 
conference  call  that  it  was  in  violatij 
of  the  covenants  on  an  agreement 
extend  the  maturity  on  a  portion  of 
debt  that  it  had  signed  just  six  monl 
earlier.  It  stated  that  it  had  gotter 
waiver  from  its  bankers  but  only  ur 
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t.xcced  and  numbered- 

Just  likeaH^ 
endangered  species. 


WARN AC  0 

Apr.  16.  The  bankers  have  since  ex- 
tended the  waiver  until  May  16. 

What  the  company  didn't  explain: 
the  consequences  of  losing  the  battle 
with  its  auditors.  That's  why  Warnaco 
has  been  stalling,  filing  one  document 
after  another  with  the  Securities  &  Ex- 
change Commission  about  just  when  it 


Warnaco's  misfortunes  are  Klein's  best  hope. 


would  issue  its  financial  statement  for 
2000.  Finally  it  could  stall  no  more  and 
on  Apr.  17  released  the  report. 

It  was  a  devastating  read.  The  ac- 
countants were  hanging  tough,  issuing 
a  warning  to  shareholders  that  unless 
Warnaco's  bankers  were  willing  to  per- 
manently amend  the  covenants  or  the 
company  could  refinance  all  of  its  debt, 
Warnaco  would  no  longer  be  a  "going 
concern."  Auditors  also  reclassified  $1 .5 
billion  of  debt  as  current  liabilities. 

Fat  chance  that  the  bankers  will 
cave  to  the  pressure.  So  why  have  they 
given  the  company  two  extensions? 
Wachner  told  listeners  on  the  call  that 
Warnaco  has  hired  UBS  Warburg  to  ex- 
plore asset  sales.  Its  bankers,  no  doubt, 
want  Warnaco  to  unload  whatever  it 
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can  pre-bankruptcy  It  ought  to  be  abl 
to  get  better  prices. 

Surely  no  one  would  want  thj 
company  as  a  whole,  with  all  its  deb 
Its  factories  and  distribution  center 
would  bring  as  little  as  20  cents  on  th 
dollar,  says  a  merchandiser  close  to  th 
situation.  What  may  have  some  valu< 
however,  is  Warnaco's  brand  name: 
including  Speedo  swimsuits,  Chaps  b 
Ralph  Lauren  and  Calvin  Klein  undei 
wear.  Warnaco's  most  valuable  asse 
however,  is  Calvin  Klein  jeans. 

Even  though  a  clause  in  Klein 
agreement  with  Warnaco  states  that 
bankruptcy  would  cause  a  reversion  < 
the  license  to  CKI,  his  company,  th; 
clause  may  not  be  enforceable  becau 
the  bankruptcy  process  itself  protec 
all  contracts. 

Klein  could  fight  in  bankruptc 
court  to  enforce  the  clause,  but  it's  f; 
more  likely  that  he  will  work  with  tl 
banks  to  insure  a  quick  sale  of  the 
cense  to  another  fashion  house.  Potei 
tial  acquirers  include  Liz  Claiborne  ar 
Jones  New  York.  Or  Klein  could  put 
offer  on  the  table  himself. 


For  now,  Warnaco,  which  took 
revenues  of  $2.2  billion  last  year,  co 
tinues  a  tenuous  existence  outsi< 
Chapter  11.  Some  recent  SEC  filin 
suggest  that  Warnaco  is  using  letters 
credit  to  pay  for  domestic  shipmen 
not  just  goods  coming  in  from  abroa 
It  appears  that  apparel  manufacture 
are  shipping  goods  to  Warnaco  only 
paid  cash  upfront.  Warnaco  also  h 
disclosed  that  the  SEC  is  investigating 
past  accounting  practices.  About  tin 
The  company  has  made  an  ugly  hal 
of  taking  "nonrecurring"  charges  thai 
later  had  to  reclassify  as  regular  costs 
doing  business. 

The  stock  was  recently  quoted  at 
cents  a  share.  Under  the  circumstanc 
that's  a  rich  price. 


Calvin  Klein's  nasty  and  prolonged 
battle  with  Linda  Wachner  looks 
likely  to  have  a  poetic  ending. 


•    r.aen  muiviauauy  numtwreu  1  '  - 

contains  a  rare  blend  of  a  select  grbu{> 

of  our  finest  whiskies.  And  with  every 

sip,  it  becomes  that  much  rarer. 

;! 

Chivas  Regal  18.  When  you  know™ 

i  .  Y.  -* e  < 

Drink  responsibly.  (But  you  know  that.) 

©2(10(1  Chivas  Kegal  I  S  Year  Old  Worldwide-  Blended  Scotch 
Whisky  4(1%  Alcohol  hy  Volume  (SO  Proof)  Chivas  Bros. 
Import  Co.,  New  York.  NY.  www.ehivtis.coui 


cm  ! 


1 1  in  i  in  T 

!>  i  III  i  III      ^  1» 


Introducing  New  York's  new  landmark  condominium  residences: 

One  Centra!  Park  at  AOL  Time  Warner  Center.  Two  crystalline  towers  crowning  an 
unprecedented  confluence  of  culture,  entertainment,  technology  and  sophistication.  With 
Central  Park,  the  world's  greatest  natural  urban  green  lying  before  it,  One  Central  Park  will 
define  Five  Star  Living  at  The  Center  of  everything.  Magnificently  appointed  residences 
starting  on  the  52nd  floor  are  estimated  up  to  $10  million.  Full  floor,  8400  sq.  ft.  custom 
penthouses  are  priced  upon  request.  For  more  information  please  call  21 2  -  957-  0600 
or  visit  us  at  www.onecentralpark.com 

The  Center  of  everything.  ► 


ONE  CENTRAL  PARK 

AOL  TIME  WARNER  CENTER 


One  Central  Park  -  South  Tower,  25  AOL  Time  Warner  Center,  New  York  New  York  1 001 9  Sponsor:  COLUMBUS  CENTRE  RESIDENTIAL  LLC,  an  affiliate  of  The  Related  Companies,  L.P.  625  Madison  Avenue, 
New  York,  NY  10022  Exclusive  Marketing  and  Sales  Agent:  The  Sunshine  Group,  Ltd. 

This  is  not  an  offering.  No  offering  can  be  made  until  an  offering  plan  is  filed  with  the  Department  of  Law  of  the  State  of  New  York.  This  advertisement  is  made  pursuant  to  Cooperative  Policy  Statement  No.  1  issued  by  the  New 
York  State  Attorney  General.  File  No.  CP-81-0018. 

We  are  pledged  to  the  letter  and  spirit  of  U.S.  policy  for  the  achievement  of  equal  housing  opportunity  throughout  the  Nation.  We  encourage  and  support  an  affirmative  advertising  and  marketing  program  in  which  there  are  no 
barriers  to  obtaining  housing  because  of  race,  color,  religion,  sex,  handicap,  familial  status  or  national  origin.  • 
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heTorpedoes 

lo  wonder  Nokia's  stock  fell  70%  in  under  a  year.  New  technologies, 
vercapacity,  major  markets  faltering  —it  all  looks  dire  for  Finland's 
lobile  giant.  Just  one  thing:  Don't  underestimate  these  guys. 


f  RICHARD  C.  MORAIS 

JORMA  OLLILA,  THE  50-YEAR- 
old  chief  executive  of  Fin- 
land's mobile  giant,  Nokia 
Corp.,  appears  amazingly 
calm  for  a  captain  of  indus- 
try on  the  deck  of  a  torpe- 
|>ed  stock.  "The  first  phase  of  the  mo- 
le industry  is  coming  to  an  end,"  he 
(rs,  glancing  out  across  the  frozen  Bay  of 
liland.  "We  are  in  a  different  world." 
I  That's  a  startling  understatement. 
Iter  delivering  a  more-than-50%  jump 
I  sales  and  net  income  last  year,  to  $26 
Blion  and  $3.5  billion  respectively,  the 
flprld's  largest  mobile  phone  manufac- 
turer is  under  heavy  at- 
tack. The  biggest  prob- 
lem: commoditization. 


orma  Ollila. 


I/hat  has  this 
obile  phone 
laker  got  to 
ugh  about?  Commoditization 
okia's  chief     already  has  its  victims. 

Motorola,  the  world's 
second-largest  handset 
iker,  is  aggressively  restructuring,  cut- 
g  12,000  employees  from  its  Con- 
ner division  after  its  global  share  of 
idsets  fell  from  16.9%  to  14.6%  last 
i  Sweden's  Ericsson  managed  to 
d  on  to  its  10%  share,  but  it  lost  $1.6 
ion  in  the  process  and  is  retreating, 
iding  over  its  phone  manufacturing 
mtside  contractors. 
Nokia  alone  safely  navigated  these 
>ppy  waters,  cranking  out  128  million 
idsets  last  year  and  adding  four  per- 
tage  points  to  capture  31%  of  the 
bal  handset  market.  But  there  are 


warning  signs  for  Nokia,  too:  Higher  vol- 
umes couldn't  stop  its  handset  operating 
margins  falling  from  23.5%  to  22%. 

An  estimated  40  multinationals  now 
have  the  know-how  to  make  mobile 
phones,  including  companies  like  Sam- 
sung, Siemens,  Panasonic,  Kyocera  and 
Alcatel.  In  China  you  can  find  at  least  12 
local  handset  manufacturers  with  names 
like  Keijan  and  Haier.  The  danger:  There 
will  be  so  many  competitors  that  few  will 
make  money.  Remember  digital  watches. 
Remember  PCs. 

Moreover,  some  parts  of  the  market 
are  maturing.  Last  year  40%  of  the  413 
million  handsets  sold  were  "replacement" 
sales,  not  first-timers.  Mobile  penetration 
in  much  of  Europe  is  already  at  70%.  The 
key  question  no  one  can  answer  yet:  Will 
the  growth  in  voice-driven  handsets  de- 
cline precipitously,  or  will  it  continue  at 
robust  levels  until  the  industry  gets  a  sec- 
ond wind  from  newfangled  data  phones 
that  can  receive  e-mail,  games  and  other 
high-bandwidth  services? 

Last  June  Nokia's  stock  was  at  $62.50, 
a  stunning  101  times  trailing  earnings, 
making  it  Europe's  most  valuable  com- 
pany, with  a  market  cap  of  $290  billion. 
The  stock  has  since  slid  70%  to  $21  in 
mid- March,  cutting  $190  billion  from  its 
valuation.  That's  made  a  lot  of  people 
stateside  feel  poorer;  more  than  half  of 
Nokia's  NYSE-traded  stock  is  in  Ameri- 
can hands.  Nokia's  P/E  is  now  34  times 
trailing  earnings  (see  table,  p.  109). 

A  quantum  leap  in  technology  is 


adding  to  the  uncertainty.  This  year  the 
wireless  industry  starts  its  migration 
from  a  largely  voice-driven  digital  tech- 
nology to  general  packet  radio  service 
(called  2.5G  or  GPRS),  which  will  allow 
data  like  e-mail  and  games  to  come 
through  the  mobile  phone  at  144  kilo- 
bits a  second.  This  is  a  radio  version  of 
the  technology  that  made  the  Internet  a 
success:  The  data  are  delivered  quickly 
and  cheaply  in  packets.  The  upgrade  after 
that,  called  3G  (or  UMTS)  and  supposed 
to  come  on  line  in  2003,  is  a  broadband 
improvement  on  2.5G  that  will  theoret- 
ically deliver  video  clips  and  other  com- 
plex data  at  300  kilobits  a  second.  In 
practical  terms,  this  means  we  will  soon 
be  able  to  send  our  parents'  mobile 
phones  a  video  clip  of  their  grandkids 
around  a  tinseled  Christmas  tree,  thank- 
ing them  for  the  gifts. 

A  recendy  published  report  by  invest- 
ment bank  Nomura  questions  Nokia's 
ability  to  manage  the  transition  to  wireless 
data.  "Is  Nokia  the  IBM  of  our  times?"  it 
asks.  "For  all  IBM's  excellence  it  failed  to 
successfully  migrate  into  the  new  world. 
Now  the  mobile  phone  industry,  both  its 
operators  and  equipment  makers,  faces 
challenges  every  bit  as  momentous." 

The  challenges  Nomura  points  out 
are  real — but  the  analogy  is  flawed.  IBM 
became  ossified  after  sitting  atop  its  in- 
dustry for  decades;  Nokia,  by  contrast,  is 
no  stranger  to  reinventing  itself.  The 
Helsinki-suburb-based  company  was 
formed  in  1966  when  forestry,  rubber, 
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and  cable  firms  merged.  In  the  1980s 
Kari  Kairamo,  a  charismatic  chief  execu- 
tive who  brought  in  Ollila,  pushed  Nokia 
overseas.  But  Kairamo  tragically  suffered 
from  bouts  of  mania.  Says  a  former  em- 
ployee: "He  used  to  round  up  the  secre- 
taries and  managers  on  Sunday  to  play 
hockey  with  him." 

In  1988  Kairamo  committed  suicide. 
Then  the  Soviet  Union  and  the  Finnish 
economy  collapsed.  Ollila,  a  London 
School  of  Economics  graduate  and  for- 
mer Citibank  officer,  was  running  the 
moneylosing  mobile  phone  unit  and  saw 
its  potential.  It  was,  however,  his  early  po- 


ways.  Nokia  will  follow  its  chosen  course. 

Its  chosen  course  right  now  is  to  min- 
imize outsourcing,  unlike  the  rest  of  the 
industry.  It's  an  important,  perhaps  cru- 
cial, difference.  A  standard  phone  con- 
sists of  some  400  components;  Nokia  as- 
sembles up  to  250  million  parts  a  day. 
How  well  it  handles  them  is  key.  Both  Er- 
icsson and  Motorola  have  blamed  last 
year's  poor  results  on  their  difficulties 
with  similar  logistics. 

Early  last  year  lightning  struck  a 
Philips  Electronics  NV  semiconductor 
factory  in  Sante  Fe,  N.M.,  the  resulting 
fire  and  water  damage  critically  disrupt- 


litical  experience  as  president  of  the 
Finnish  National  Union  of  Students  that 
he  needed  most.  While  Nokia  was  gush- 
ing blood,  top  executives  began  an  ugly 
power  struggle.  In  1992  the  board  pro- 
moted Ollila  to  the  top  spot  and  ordered 
him  to  clean  house.  "Ollila  was  very  good 
at  lobbying,"  says  a  former  rival.  "Every- 
one else  got  themselves  dirty." 

Ollila  jettisoned  the  paper,  the  rub- 
ber boots  and  the  TVs  for  mobile  tele- 
phony, and  sales  have  been  compound- 
ing at  a  34%  annual  rate  ever  since.  Ollila 
is  fearful  of  complacency.  In  1998  the 
hard-driving  tennis  buff  ordered  his  top 
five  managers — key  executives  who  have 
worked  alongside  him  for  the  last  15 
years — to  swap  jobs.  And  while  Ollila 
picks  his  words  like  a  Scandinavian 
diplomat,  there  is  no  mistaking  the 
meaning  behind  his  polite  kaffeeklatsch 


ing  supplies  of  radio-frequency  chips. 
Nokia  spotted  the  problem  early  because 
it  closely  monitors  the  flow  of  chips  to 
its  plants.  It  went  into  crisis  mode. 

Ollila  and  his  supply  team  flew  to 
Holland  and  used  Nokia's  clout  to  de- 
mand— ahead  of  rivals — the  spare-chip 
capacity  at  Philips'  other  plants.  Nokia 
also  redesigned  chips  so  they  could  be 
produced  elsewhere  and  squeezed  an- 
other million  chips  out  of  Japanese  and 
U.S.  suppliers.  This  was  one  reason  Nokia 
finished  the  year  adding  market  share 
while  Ericsson,  critically  short  of  com- 
ponents, lost  out.  It  was  the  final  blow. 
In  January  Ericsson  announced  it  was  ex- 
iting handset  manufacturing. 

Ericsson  estimates  that  outsourcing 
its  handset  production  to  Singapore- 
based  Flextronics  International  will  save 
$500  million  annually  by  next  year.  Mo- 


torola is  also  moving  that  way,  but  try 
to  "reach  a  balance  between  internal  a 
external  production."  Ollila  and 
team,  by  contrast,  claim  they  have  " 
lowest-cost  manufacturing  in  the  worl 
and  will  restrict  outsourcing  to  betwJ 
10%  and  20%  of  handset  sales. 

Deluded?  Or  smart?  In  1994  Nojl 
launched  its  "classic"  2110  phone.  P 
totypes  were  made  but  the  result 
phone  was  continually  refined  during 
months  leading  up  to  production.  A 
result  it  took  five  months  to  ramp-up 
assembly  line  and  the  company  could 
meet  demand.  Twelve  months  la 
Nokia  was  hit  with  an  inventory  crisi 
was  short  components  it  needed  q 
long  everything  else. 

Never  again,  Ollila  swore.  His  upbl 
remarks  in  1995  had  been  follov 
promptly  by  a  profits  warning.  He  cc 
pounded  the  problem  by  not  mak 
himself  available  to  explain  what  h 
pened;  the  press  speculated  that  he  I 
"lost  his  balance."  Behind  the  seer 
however,  Ollila  was  assigning  an  inte 
33-year-old,  Pertti  Korhonen,  the  t 
of  getting  to  the  b 


Digging  Nokia's   tom  of  Nokia's  pJ 

next  secret         ,     .  ,  , 

T.        duction  problems, 
weapon:  The  r 

"zero  inventory"  Korhonen  notij 
plant  physically  that  sales,  manufad 
taking  shape      jng  an(j  SOurcing  e 

in  Beijing.  ,    ,    ,    .  A 

had  their  own  r 

doms;  production  was  working  with 
perfect  bits  of  information  and  o 
brought  in  near  the  end  of  the  pn> 
of  creating  new  phones.  Ollila  create 
single  information  and  business  pro< 
across  all  divisions.  Now,  when  dee 
and  R&D  are  at  the  early  stages  of  cr 
ing  a  new  panel,  say,  sourcing  and  m 
ufacturing  start  figuring  out  how  to  s 
ply  the  components  and  configure 
production  line,  feeding  informat 
back  to  the  designers  on  ways  to  cr 
the  same  effect  at  lower  cost. 

At  Salo,  Nokia's  factory  in  the  Firu 
backwoods,  it  now  takes  four  days, 
five  months,  to  get  a  line  fully  ramp 
up.  An  entire  football  field  of  lines,  1 
automated  with  Fuji,  Panasonic 
Siemens  equipment,  runs  24  hours  a 
six  days  a  week.  The  first  lines  assen 
the  "engine"  of  Nokia's  bestselling 
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Our  process  to  reduce  sulfur  in  gasoline 
helps  those  who  don't  even  drive. 


'■ 


ilfur  is  a  naturally  occurring  element  in  gasoline 
id  contributes  to  air  pollution.  But  until 
:cently,  the  methods  used  to  remove 
ilfur  from  gasoline  weren't  very  efficient.  So 
lillips  is  developing  a  new  process  that 
moves  more  than  90%  of  the  sulfur  in 
andard  gasoline  without  significant  loss  of 


octane  or  volume.  Its  an  innovation  that  will 
help  us  reduce  harmful  emissions  from  cars, 
improve  air  quality  and  meet  proposed 
sulfur  regulations  for  years  to  come.  And 
it's  just  one  of  the  many  ways  We  live  up  to 
the  name  The  Performance  Company.  <mr% 

PHILLIPS  PETROLEUM  COMPANY  5® 


r  d  copy  of  our  annual  report,  call  918-661-3700,  write  to:  Phillips  Annual  Report,  B-41 ,  Adams  Bldg.,  Bartlesville,  OK  74004, 

orvisitusatwww.phillips66.com.  . 
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basic  3310  model.  Nokia  is  a  leader  in  the 
car-inspired  method  of  lowering  costs  by 
having  handset  models  share  the  same 
chassis,  as  much  as  80%  of  the  finished 
product. 

"Some  companies,"  says  Korhonen, 
"have  just  been  buying  more  equipment 
and  capacity  rather  than  really  asking 
themselves  how  they  can  improve  the  ef- 
ficiency of  their  current  capacity."  Salo's 
operations  director  recalls  how  the  com- 
pany noticed  a  production  line's  hourly 
output  was  dropping  and  rising  70% 
from  hour  to  hour  during  the  day.  Faulty 
equipment  was  blamed,  but  before  Nokia 
bought  the  new  machinery  it  assembled 
a  team  of  operators  and  engineers  to  dis- 
cover the  precise  cause.  By  adding 
palettes  at  key  points  and  staggering  cof- 
fee breaks  differently,  Nokia  wound  up 
cheaply  maintaining  the  line's  output. 

The  real  battle  in  handset  manufac- 
turing, however,  is  taking  place  across  the 
globe  in  China,  where  there  were  85  mil- 
lion mobile  subscribers  last  year  and  the 
market  continues  to  grow  at  a  50%  rate. 
The  Russian-hardened  Finns  have  built 
Nokia's  China  sales  to  $2.8  billion,  boost- 
ing the  country's  exports  by  $1 .5  billion 
and  turning  the  company  into  a  favorite 
of  the  communists.  Nokia  recently  man- 
aged to  get  a  seat  on  each  of  the  coun- 


try's six  major  wireless  technology  stan- 
dards boards.  Its  biggest  rival  is  Mo- 
torola; the  American  and  Finnish  firms 
each  have  an  estimated  30%  of  the  local 
handset  market. 

By  the  end  of  this  year  three  of 
Nokia's  nine  major  plants  around  the 
world  will  be  in  China.  The  flagship  will 
be  a  360,000-square-foot  plant  in  Bei- 
jing's Xingwang  (International)  Indus- 
trial Park  near  the  main  airport,  where  a 
massive  steel  frame  the  size  of  John  F. 
Kennedy  International  Airport  is  going 
up  in  ragweed  and  frozen  mud.  Nokia 
won't  disclose  the  new  plant's  produc- 
tion capacity,  which  comes  on-line  in  the 
second  half  of  this  year,  but  clearly  it's 
going  to  be  a  monster. 

The  key  factor  is  the  tight  circle 
around  the  plant,  where  12  of  Nokia's  20 
major  component  suppliers,  such  as  IBM 
and  Sanyo,  are  setting  up  in  a  $1.2  bil- 
lion first-phase  development  expected  to 
finish  next  year.  Nokia  claims  it  can  off- 
set any  drop  in  handset  sales  this  year  by 
better  controlling  the  250  million  com- 
ponents it  assembles  each  day,  and  be- 
hind both  this  remark  and  the  Beijing 
plant  is  an  Ollila-drive  to  build  phones 
on  "zero"  inventory. 

"The  whole  idea  behind  Xingwang  is 
to  have  next-door  service,"  says  Antti 


Ware,  vice  president  of  Nokia  (Chin; 
Investment  Co.  "Ollila's  idea  is  this  'zer< 
inventory  target,  but  not  just  at  Noki.l 
There's  no  point  transferring  your  inl 
ventory  to  your  suppliers  because  the 
will  then  have  the  inventory  costs  an 
you  will  see  it  showing  up  in  your  corr 
ponent  prices.  But  if  you  can  reduce  th 
whole  chain's  inventory,  then  you  will  b 
very  competitive." 

Critical  to  this  approach  is  "tran< 
parency  of  information"  between  Noki 
and  its  major  suppliers,  says  Lauri  Kiv 
nen,  a  senior  vice  president.  Nokia  hopi 
to  tip  its  vendors  early  whenever  it  altei 
demand  estimates  based  on  the  latest  rc 
tail  results  and  consumer  trends.  That 
aimed  at  avoiding  the  biggest  danger  i 
the  business — getting  stuck  with  obsc 
lete  finished  goods.  Nokia  is  even  builc 
ing  restaurants  in  Xingwang  to  encoui 
age  its  staff  to  rub  elbows  with  the 
counterparts  at  the  top  suppliers. 

The  Finns  have  other  ways  to  resi 
declining  margins.  At  a  hypercompet 
tive  mobile  market  at  the  Beijing  Scien< 
Plaza  downtown,  sales  staff  on  a  frigi 
Valentine's  Day  outnumber  customei 
about  three  to  one,  but  not  at  the  glas: 
encased  Nokia  outlet  commandin 
prime  real  estate  in  the  corner.  Ther 
saleswomen  in  scarves  ring  out  a  wan 


Wherefore  Art  Thou? 

Data  phones  need  open-software  platforms  so  consumers 
can  choose  between  different  handsets,  operating  sys- 
tems, applications  and  services  and  have  them  all  work. 
Such  open  standards  are  starting  to  take  shape.  Normally 
sharp-elbowed  rivals  like  Microsoft  and  Symbian  in  software, 
operators  Vodafone  and  Orange,  plus  the  handset  manufactur- 
ers, sit  on  a  rash  of  industry  bodies  like  WAP  Forum  thrashing 
out  the  ground  rules.  At  the  3rd  Generation  Partnership  Project 
meeting  in  Palm  Springs,  Calif,  Asian,  European,  and  American 
representatives  just  finalized  the  first  WCDMA  (3G)  compatibil- 
ity standards,  the  protocols  needed  before  manufacturers 
could  build  "dual  mode"  handsets  capable  of  switching  be- 
tween GSM  and  3G. 

Nokia  calls  its  vision  of  what  still  needs  to  be  done  MITA 
(Mobile  Internet  Technical  Architecture).  It's  a  sort  of  three- 
dimensional  Rubik's  cube  of  potential  problems.  Take  security: 
A  salesman  using  his  3G  phone  to  e-mail  sensitive  corporate 
information  to  his  boss  needs  his  data  transmission  to  be  se- 
cure, not  only  as  it  penetrates  the  head  office  firewall,  but  all 


along  its  airborne  route. 

Yrjo  Neuvo,  Nokia's  research  boss,  says  data  phones  will  t 
driven  by  what  he  calls  a  "power  trio"— mobility,  Internet  ar 
location.  "Mobility  gets  you  everywhere,  the  Internet  brings  yc 
rich  content,  and  then,  when  you  want  to  get  information,  th 
phone  needs  to  know  your  exact  location.  It  brings  things  tc 
gether."  Example:  you've  come  out  of  a  meeting  in  a  Strang 
city;  you  need  a  public  restroom  and  a  taxi  stand  fast.  A  coup 
of  clicks  on  the  mobile  Internet  and  you'll  know  where  to  go. 

Location-based  technologies  are  getting  a  big  push  in  tr 
U.S.  because  of  a  new  requirement  that  police  can  instantly  Ic 
cate  911  emergency  calls  made  from  mobile  phones.  One  way 
establish  iocation  is  to  triangulate  between  base  stations,  ca 
culating  the  time  radio  waves  travel  from  the  handset.  Glob 
positioning  systems  could  also  be  built  into  handsets.  Ar 
Bluetooth,  the  room-based  radio  technology  with  just  a  30-fo> 
range,  could  identify  the  mobile  phone  entering  a  room,  the 
relay  the  information  on  to  a  centralized  system.  "Locatic 
doesn't  happen  overnight,"  says  Neuvo.  "Starting  the  end 
this  year  and  the  beginning  of  next  year  you'll  see  the  fir 
[handsets  with  locators].  But  I  think  big  volumes  will  be  seen 
2003  or  2004."  -RC 
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ugghng  Messaging 
Devices  Can  Be 
Nerve-Wracking, 
Particularly  When 


IT'S  63 
F100RS 
DOWN  TO 
THE  COLD 


ASPHALT. 


Unrestricted  access  to  your  messages  is  a 
must-have.  Access  via  the  device  of  your 
choice  is  more  than  a  mere  convenience. 
That's  why  real-world  professionals  rely  on 
FirstClass®  Unified  Communications  from 
Centrinity  to  manage  and  control  their 
messages.  With  FirstClass,  you  can  retrieve 
all  of  your  email,  voice  mail  and  fax 
messages  directly  from  your  computer, 
telephone,  PDA  or  wireless  handheld — 
whichever  tool  is  most  practical  for  the 
way  you  work.  Wherever  it  is  you  work. 
No  mere  messaging  tool  even  comes  close. 
Drop  by  www.63floors.centrinity.com  and 
let  our  free  demo  prove  it  to  you. 


FirstClass  Unified  Communications. 

Work  On  Your  Terms. 


CENTR/NITY  FirstClass 


® 

Unified  Communications 
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greeting  as  you  enter — rather  un-Chi- 
nese— before  returning  their  attention  to 
the  seated  couples  shopping  for  phones. 
The  Nokia  handsets  under  glass  are  dis- 
played like  handmade  Swiss  watches, 
carefully  brought  out  so  Beijing's  urbane 
can  fondle  and  admire  the  designs. 
Nokia's  most  expensive  GSM  phone  costs 
$850,  about  3.5  times  a  well-paid  factory 
worker's  monthly  salary;  the  entry-level 
phone  costs  $120.  Across  China,  Nokia 
is  setting  up  service  desks  that  guarantee 
repairs  completed  within  the  hour. 

It's  all  part  of  Nokia's  careful  atten- 
tion to  brand.  New  York-based  consul- 


banging  around  on  weekends. 

Thirtysomething  women  are  drawn 
to  Nokia's  $480  "fashion"  phones  in 
Paris-inspired  Basmati  White  and  Opal 
Blue;  mature  men  go  for  the  $750  "pre- 
mium" phones,  as  sleek  and  sophisti- 
cated as  silver  cigarette  cases.  The  $780 
tech-jammed  "communicator"  is  tar- 
geted at  salesmen  who  need  their  e-mail 
and  want  secretaries  to  remotely  update 
their  calendars.  The  rubberized  "tough" 
phone  works  even  after  being  dropped 
off  a  cliff,  a  $480  natural  for  outdoors 
types  and  construction  workers.  This 
"personalization"  drive  continues.  Nokia 


tants  Interbrand  annually  rank  compa- 
nies according  to  their  brand  values. 
Nokia  was  fifth  in  last  year's  top  ten,  the 
only  foreign  firm  to  show  up  on  a  list 
dominated  by  American  companies  like 
Coca-Cola,  Microsoft  and  Ford. 

The  strong  brand  is  why  Matti 
Alahuhta,  president  of  Nokia  phones,  in- 
sists there  is  still  life  in  digital  phones. 
Consumers,  he  says,  buy  phones  more 
for  emotional  reasons  than  for  latest 
technology.  "The  mobile  phone  is  in  a 
way  an  extension  of  a  person's  own  per- 
sonality," he  says,  closer  to  a  fashion-con- 
scious watch  purchase  than  to  a  PC. 

That  approach,  Nokia  maintains,  will 
let  it  thrive  even  in  a  replacement  market. 
It  argues  cell-phone  penetration  will  ap- 
proach 100%  in  developed  markets,  as 
many  customers  buy  additional  mod- 
els— a  fancy  one  for  work,  a  cheapie  for 
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customers  alone  can,  at  54  cents  a  pop, 
download  from  operators  like  Vodafone 
unique  graphic  attachments  and  ringing 
tones  ranging  from  Beethoven's  Fifth  to 
the  latest  Britney  Spears  hit. 

Nokia  usually  trails  the  market  in  in- 
troducing the  latest  technological  inno- 
vations. Motorola,  for  example,  already 
sells  a  GPRS  phone  in  Europe,  well  before 
Nokia.  But  when  Nokia  drops  personal- 
ity in  favor  of  technology,  things  go  awry. 
The  biggest  mistake  Nokia  made  last  year 
was  overhyping  the  launch  of  its  fancy 
WAP  handsets,  the  Wireless  Application 
Protocol  phones  that  promised  to  put  the 
Web  in  your  pocket. 

WAP  soon  stood  for  "wait  and  pay" 
as  customers  had  trouble  getting  into  the 
first  generation  of  wireless  portals.  But 
Nokia  relaunched  its  low-end  3310  that 
retails  for  $210,  without  costly,  built-in 


WAP  technology.  That  basic  digital  phon 
became  the  world's  bestseller,  partly  bt 
cause  young  adults  could  change  the 
image  simply  by  switching  from  "Arcti 
Silver"  to  "Hot  Jazz"  covers. 

The  future,  however,  depends  o 
Ollila  making  the  right  call  on  the  no 
generation  of  data  phones.  Mess  this  u 
and  the  company  will  tank.  Nokia  says 
will  produce  GPRS  (2.5G)  data  handse' 
in  volume  by  the  fourth  quarter  of  th 
year.  Nokia's  "classic"  business  phon 
will  run  on  GPRS  and  deliver  data  at  43 
kilobits  per  second.  But  it  will  also  let  yo 
make  a  voice  call  while  you're  in  WA 
(i.e.,  on  the  wireless  Web);  let  you  cor 
nect  to  a  laptop  using  integrated  Blut 
tooth  technology;  allow  you  to  dictal 
memos  with  a  voice-recording  feature 
Andrew  Seybold,  author  of  the  Win 
less  Outlook,  published  jointly  wit 
FORBES,  believes  the  next  big  sellers — b( 
fore  the  eventual  arrival  of  a  Dick  Trac 
watch-phone — will  be  laptops  or  digit; 
assistants  with  voce  capabilities,  not  mc 
bile  phones  with  data  capabilities.  Nokia 
senior  managemer 
counters  that  its  lon^ 
term  game  plan  is  t 
offer  wireless  device 
for  all  personal  taste 
Prefer  a  thumb-clickir 
phone?  No  problen 
How  about  a  fingei 
typing  laptop  or  a  pencil-poking  PD/ 
Nokia  will  have  that,  too.  Ollila  says  tY 
company  will  cooperate  with  others  o 
some  of  the  products,  "[with]  us  bringir 
in  the  mobility  management  and  intei 
faces,  [and]  the  other  parts  of  th 
PDA  know-how  accessed  throug 
cooperation." 

In  the  meantime,  Nokia  is  workin 
on  a  "Web  Book,"  a  flat-screen  PDA-typ 
device  with  voice  attachment.  At  Nokia 
factory  in  the  Finnish  backwoods  there 
a  division  called  "Mobile  Display  Appl 
ances,"  described  vaguely  as  "bigge 
screens,  smaller  phones."  Another  exe« 
utive  inadvertently  let  slip  that  his  mee 
ing  was  recently  interrupted  when  a  co 
league's  laptop  began  receiving  voic 
calls.  Alahuhta  won't  talk  about  the  al 
important  timing  of  such  products  bi 
adds,  "I  think  you  get  the  message  whe 


Style  over 
content:  Nokia 
saleswomen  in 
China  buffing 
the  brand 
rather  than 
the  latest 
technological 
wizardry. 


A  FIRST  CLASS  UPGRADE. 
A  FREE  ROUNDTRIP  TICKET. 

LIFE  IS  DEFINITELY  GOING  YOUR  WAY. 


ConnectFirstSM  20,000-Bonus  Miles  Offer 

For  your  next  trip,  ask  for  a  ConnectFirst  fare.  Not  only  will  you 
receive  a  complimentary  First  Class  upgrade  for  a  full  Coach  fare, 
but  you'll  also  earn  5,000  WorldPerks®  Bonus  Miles.  And  your  second 
ConnectFirst  trip  will  bring  you  an  additional  15,000  Bonus  Miles. 

Together,  that's  enough  for  a  free  off-peak  roundtrip  ticket  to 
anywhere  we  fly  in  the  continental  United  States.  We're  clearing  the 
way  for  rewarding  travel.  All  you  have  to  do  is  make  time  for  fun. 


Register  for  this  limited-time  offer  by  calling  1-888-955-7878  and  entering  2030. 
Or  visit  www.nwa.com/offer/CF20K.  Then  to  make  reservations,  visit  www.nwa.comf 
call  your  travel  agent  or  call  Northwest  Airlines®  at  1-800-225-2525. 


NORTHWEST 

AIRLINES* 


vtll.KS  TERMS  AND  CONDITIONS:  It  takes  20,000  WorldPerks  Bonus  Miles  CO  cam  a  free  domestic  ticket  for  off-peak  travel  with  Northwest  Airlines.  Farn  5,000  Bonus  Miles  when  you  fly  one  connecting  roundtrip 
instop  roundtrips  (four  segments)  on  a  ConnectFirst  fare  by  June  .10,  2001.  Earn  an  additional  1  5,000  Bonus  Miles  when  you  fly  a  second  connecting  roundtrip  or  four  additional  segments  (eight  segments  total)  on  a 
irst  fare  during  the  same  period.  A  segment  is  defined  as  a  takeoff  and  a  landing.  Travelers  must  register  for  this  promotion  prior  to  travel  and  not  later  than  June  15,  2001,  in  order  to  qualify.  Call  1-888-955-7878 
registration  #2030.  All  travel  must  occur  on  North  west -coded  flights  operated  by  Northwest  Airlines  or  Northwest  Airlink.  Hying  on  a  ConnectFirst  fare  requires  connecting  through  Minneapolis/St.  Paul,  Detroit  or 
.  All  qualifying  travel  must  be  on  full-fare  Coach  Class  tickets.  This  offer  is  available  to  WorldPerks  members  only  and  is  not  combinable  with  any  other  fares,  programs  or  promotions.  This  offer  is  not  retroactive, 
aw  4-6  weeks  after  qualifying  travel  for  Bonus  Miles  to  be  credited  to  your  account. 
CONNECTFIRST  TERMS  AND  CONDITIONS:  Travel  in  First  Class  using  a  -UP* fare  is  valid  in  most,  but  not  all.  North  American  markets  on  flights  connecting  through  Minncapolis/St.  Paul,  Detroit  or  Memphis 
when  the  itinerary'  includes  a  stop  or  change  of  aircraft  in  any  of  these  hub  locations.  First  Class  seating  is  available  only  on  jet  or  Avro  RJ -85  regional  jet  flights.  Reservations  tn  First  Class  are  required.  Passenger  must 
travel  in  First  Class  if  seats  are  available.  If  a  First  Class  seat  is  not  available,  passenger  will  receive  double  WorldPerks  miles  for  that  flight  segment.  ConnectFirst  fares  may  not  be  used  in  conjunction  with  certain 
certificates,  coupon  discounts,  upgrades,  or  bonus  or  promotional  offers/tickets.  Seats  are  limited.  Bonus  Miles  offer  is  valid  for  North  America  travel  only.  Other  restrictions  may  apply.     62001  Northwest  Airlines,  Inc. 
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say  this  is  an  important  area  for  us." 

A  more  immediate  lift  is  coming 
om  Nokia's  network  business,  25%  of 
st  year's  sales  and  slighdy  less  of  profits, 
n  estimated  75%  of  the  mobile  opera- 
>rs  in  Europe  will  have  the  first  step 
>.5G)  general  packet  radio  technology 
istalled  by  year-end  and  U.S.  operators 
"e  not  far  behind.  Full  3G  services  are 
cpected  two  years  later,  though  NTT 
•oCoMo  is  launching  a  watered-down 
G  this  summer  in  Japan. 

It  is  virtually  impossible  to  indepen- 
ently  verify  network  claims — each 
jmpany  counts  differendy  the  complex 
eals  ranging  from  base  stations  to  core 
etwork  software — but  in  an  18-month 
udy  ending  last  November,  Merrill 
ynch  found  Ericsson  had  30%  of  the 
larket  in  all  GSM  network  orders,  the 
ominant  digital  standard  in  most  of 
ie  world  outside  the  U.S.  and  Japan, 
okia,  with  29%,  was  right  on  the  in- 
rstry  leader's  heels.  Motorola  had  18%; 
ortel,  12%. 

Nokia  was  first  to  deliver  a  core 
icket  radio  system  network  in  2.5G  and 
as  able  to  leverage  that  lead  to  pick  up 
>  more  announced  deals  so  far;  it  has 
lother  16  memorandums  of  under- 
anding  regarding  the  latter-stage  3G. 
icsson  claims  it  has  won  "a  majority  of 


Dialing  for  Dollars 


The  stocks  of  mobile  phone  companies  have  been  cut  off.  Are  there  bargains  yet 
among  mobile's  mess  or  are  the  shares  still  heading  lower? 

Market  Net 
Recent  LATEST  12  MONTHS         value         Sales1  income1 

(Sbil)  ($bil) 


Company 

feieateS 


price 

$32.15 


Ericsson 


5.70 


Kyocera 


92.25 


fttetsrela 


14.98 


Nokia 


25.95 


Norte! 


16.95 


Siemens 


110.85 


EPS 

$1.12 


P/E 

28.7 


0.12 


47.5 


3.48 


26.5 


0.55 


27.2 


0.77 


33.7 


0.74 


22.9 


4.25 


26.1 


$34.8 


$27.9 


($bil) 

$1.2 


47.1 


30.0 


2.3 


18.5 


7.4 


0.5 


32.8 


37.6 


1.3 


121.9 


26.0 


3.5 


53.9 


30.3 


-3.5 


65.2 


73.1 


7.3 


'Latest  fiscal  year.  Sources:  Interactive  Data  Corp  and  Market  Guide  via  FactSet  Research  Systems;  First  Call;  company  reports. 


Finnish  Fashion 


Phones  for  all  types:  teenagers,  rock  climbers,  business- 
men and  fashion  junkies.  Nokia  wants  you  to  buy  one  type 
of  phone  for  work  but  another  style  for  the  weekend. 


GPRS  contracts,"  but  concedes,  when 
questioned,  that  many  of  these  contracts 
weren't  exclusive  but  also  went  to  rival 
suppliers.  Nokia's  internal  estimate  is  that 
it  is  level  with  Ericsson,  some  35%  each 
in  2.5G  core  networks.  Motorola,  it  fig- 
ures, is  third  with  15%. 

What  is  without  dispute:  Nokia's  net- 
work sales  are  up  35%  for  the  first  quar- 
ter, almost  double  the  growth  rate  of 
handsets.  Says  Ollila:  "We  did  very  well 
in  the  last  six  to  nine  months  when  GPRS 
networks  were  really  being  tested,  and 
the  delivery  capability  of  ourselves  and 
our  competitors  was  being  exposed."  His 
goal  this  year  is  to  leapfrog  Ericsson  and 
take  the  lead  position  in  3G.  In  April 
Nokia  got  a  $1.3  billion  3G  network  nod 
■  from  Orange,  one  of 

the  world's  largest  mo- 
bile operators,  now 
owned  by  France  Tele- 
com, but  only  after  it 
agreed  to  provide  a 
bridge  loan. 

This  network 
buildup  is  casting  a 
shadow  over  handset 
sales.  Europe's  mobile 
operators  piled  on  debt 
to  spend  $117  billion 
on  3G  spectrum  li- 
censes; $150  billion  to 
$300  billion  is  now 
needed  to  build  the  3G 
infrastructure.  The  op- 
erators overpaid,  but 
Europe's  politicians 
won't  let  3G  fail.  Ger- 
man regulators,  for  ex- 
ample, are  signaling 


they  will  accept  mergers  among  the 
smaller  3G  licensees  and  allow  competi- 
tors to  share  infrastructure  costs.  For 
their  part,  the  debt-loaded  operators  are 
attempting  to  boost  cash  flow:  Vodafone, 
Orange  and  BT  Cellnet  in  Britain,  for  ex- 
ample, just  cut  handset  subsidies,  but  that 
raises  the  price  of  prepaid  phone  pack- 
ages 40%.  Such  price  hikes  will  surely  hit 
handset  sales.  But  perspective  is  needed: 
Even  the  depressed  estimates  for  2001 
global  handset  sales  vary  between  450 
million  units  (still  10%  ahead  of  last 
year)  and  500  million  units  (25%  ahead). 

More  unnerving  is  the  danger  of 
"disruptive"  technologies.  Nomura  be- 
lieves Wireless  LAN —  a  mobile  technol- 
ogy that  enables  efficient  data  transmis- 
sion within  an  office  building — when 
coupled  with  the  long-range  coverage  of 
2.5G,  makes  3G  obsolete.  The  cost  of  a 
standard  Wireless  LAN  base  station  is 
$900,  one-tenth  of  what  a  standard  mo- 
bile base  station  costs.  But  nothing  is 
clear-cut.  Wireless  LAN  has  problems  too, 
such  as  disrupting  Bluetooth,  the  wire- 
less technology  working  within  a  room. 

What  investors  must  ask  is:  Which 
mobile  company  is  most  likely  to  steer  its 
way  safely  through  this  minefield?  Eu- 
rope's top  business  school,  INSEAD,  just 
released  its  2001  "Competitive  Fitness" 
study  of  67  multinationals.  Nokia  took 
first  place,  soundly  beating  peers  like  GE, 
IBM  and  Siemens.  Ollila  says  his  ambi- 
tion for  Nokia  this  year  is  to  grab  40%  of 
the  world's  handset  market.  First-quar- 
ter sales  are  up  a  further  22%,  the  only 
major  mobile  company  not  to  disap- 
point. But  even  a  fit  company  is  going  to 
take  some  hits  in  the  minefield  ahead.  F 
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80  million  more  people  are  coming  for  dinner. 


How  do  we  feed  them?  Soy 


ADM  has  found  that  countries  that  plant 


grazing  land  in  soybeans 


can  increase  protein  yields  30  times  per  acre. 


Nature  has  answers. 


Is  anyone  listening? 


Yes. 


ADM 

THE  NATURE  OF  WHAT'S  TO  COME 


The  Las 


> 


As  the  Jews  fled  the  Holocaust,  European  insurers  pocketed  thei 
premiums.  Decades  later,  they  promised  compensation.  But  so  fa 
they've  paid  out  a  pittance.  |  by  michael  maiello  and  Robert  lenzne 


FOR  MORE  THAN  50  YEARS  THEY  HAVE  WAITED— TENS  OF 
thousands  of  Holocaust  survivors  and  their  descendants  who 
were  cheated  out  of  life  and  property  insurance  payments  by  a 
handful  of  giant  European  insurers  that  still  do  business  today. 
Two  years  ago  a  system  was  put  in  place  to  redress  their  griev- 


ances, setting  aside  $220  million  for  upwards  of  170,0( 
claimants.  But  after  decades  of  denial,  dissimulation  and  dek 
they  still  haven't  been  made  whole. 

So  far,  70,000  claims  have  been  filed  with  an  internation 
commission  overseeing  the  effort — but  over  80%  of  them  st 
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The  aftermath  of  Kristallnacht;  Hitler  and  Goring  in  Austria;  Kurt 
Schmitt,  Allianz's  chairman  and  later  Hitler's  minister  for  economic  af- 
fairs; Eduard  Hilgard,  an  Allianz  executive,  cooperated  with  the  Nazis. 

haven't  been  processed.  Only  9,600  have  reached  a  final  ruling, 
and  the  commission  has  made  settlement  offers  in  a  mere  496 
cases,  totaling  only  $5.7  million,  an  average  of  less  than 
$12,000  per  claimant — a  tiny  sum  given  the  time  value  of 
money,  the  equivalent  of  $300  compounded  at  7%  since  the 
end  ofWorldWarll. 

"We  would  like  to  see  some  justice,"  says  Minneapolis  res- 
ident Steven  Pridham,  who  submitted  a  claim  last  year  and 
hasn't  seen  a  cent.  He  says  his  father  had  two  life  insurance 
policies,  one  with  a  face  value  of  at  least  $12,000  way  back  in 
1940.  Both  policies  were  issued  by  Allianz  AG,  a  German  giant 
with  cozy  ties  to  the  Nazi  government  at  the  time. 

Today  Allianz  has  a  worldwide  reputation  as  big  as  the  $41 
billion  in  premiums  it  wrote  last  year.  It  controls  14%  of  the 
German  market  and  does  6%  of  its  business  in  the  U.S.,  rang- 
ing from  Pimco  Advisors  and  Oppenheimer  Capital  in  New 
York  to  Fireman's  Fund  Insurance  Co.  in  Novato,  Calif.  Any 
reminder  of  its  ties  to  Adolf  Hitler  would  play  poorly  in  the 
U.S. — which  may  be  one  reason  Allianz  is  the  only  German 
insurer  to  join  the  international  claims  commission,  con- 
tributing $12  million  to  its  operating  budget. 

Even  today,  the  insurers  can  barely  mask  their  contempt 
for  the  legitimacy  of  the  claimants.  "Ultimately,  it  is  an  act  of 
public  appeasement,"  says  Herbert  Hansmeyer,  a  managing 
director  of  Allianz  charged  with  overseeing  the  company's  op- 
erations in  the  Western  Hemisphere.  "I  cannot  become  very 
emotional  about  insurance  claims  that  are  60  years  old." 

The  claimants,  a  small  group  among  the  estimated  1.3  mil- 
lion Holocaust  survivors,  had  seemed  bound  for  a  better  out- 
come when  the  settlement  effort  began  in  the  fall  of  1998.  An 
encouraging  sign  came  last  year  when  Swiss  banks,  accused  of 
hoarding  Jewish  money  and  property  confiscated  by  the  Nazis 
during  the  war,  agreed  to  a  $1.2  billion  settlement.  Their 
prospects  brightened  earlier  this  year  with  the  creation  of  a 
$4.4  billion  fund  in  Germany  to  compensate  those  forced  into 
slavery  by  the  Third  Reich.  Half  the  sum  would  come  from 


government,  half  fro 
industry — and  includ 
in  that  latter  $2.2  billic 
was  $220  million  for  f 
insurance  plaintiffs. 

That  plan  arose  fro 
an  accord  between  i 
U.S.  State  Departme 
and  the  German  gover 
ment  aimed  at  aidi 
survivors  in  exchan 
for  insulating  Germ; 
companies  from  a  wa 
of  private  lawsuits  o\ 
their  complicity  in  t 
Holocaust.  So  why  ha 
so  few  cases  been  settle 
For  starters,  creaki 
bureaucratic  machine 
takes  thousands  of  hoi 
to  match  existing  fi 
with  a  claimant — a 
much  of  the  effort  is  aimed  at  disqualifying  unmerited  claii 
rather  than  locating  deserving  recipients.  Also,  the  U.S.-G 
man  deal  has  a  series  of  unintended  loopholes  that  have  hi 
up  settlements.  And  the  insurers — already  convinced  tr 
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have  paid  for  the  sins  of  the  past — have  been  slow  to  dip  into 
their  pockets. 

The  conflicting  parties  came  together  in  Washington,  D.C. 
in  October  1998.  Under  pressure  from  the  National  Associa- 
tion of  Insurance  Commissioners  and  a  class  action  seeking 
more  than  $2  billion,  Allianz  and  four  giant  European  insur- 
ance companies  met  with  regulators,  plaintiff  attorneys  and 
delegates  from  Jewish  groups  around  the  world.  The  idea  was 
to  negotiate  an  out-of-court  setdement  with  Holocaust  sur- 
vivors and  their  heirs,  who  claimed  the  companies  had  never 
paid  out  on  their  World  War  II  era  life  insurance  policies. 

It  was  a  frantic  and  angry  meeting.  Nobody  knew  what  the 
liabilities  might  amount  to,  but  the  rhetoric  was  peppered 
with  the  word  "billions."  The  participants  agreed  on  one  thing 
only:  to  form  the  International  Commission  on  Holocaust  Era 
Insurance  Claims  to  find  legitimate  policyholders  and  arrange 
compensation.  A  nonprofit  association  registered  in  Switzer- 
land, based  in  London  and  run  out  of  Washington,  D.C.  by 
Lawrence  Eagleburger,  former  secretary  of  state  in  the  first 
Bush  Administration,  the  commission  would  be  funded  by  its 
five  corporate  members — Allianz  of  Germany,  Axa  of  France, 
Zurich  Financial  Services  AG  and  Winterthur  Schweizerische 
Versicherungs-Gesellschaft  of  Switzerland,  Assicurazioni  Gen- 
erali  of  Italy — and  the  Dutch  Insurance  Association. 

The  move  lifted  the  hopes  of  claimants  like  Steven  Prid- 
ham.  Raised  in  the  Lithuanian  town  of  Memel,  where  his  fa- 
ther owned  a  textile  factory,  he  was  sent  to  school  in  England 
in  1937  and  was  joined  by  his  father  two  years  later.  The  elder 


fused  to  honor  claims  by  descendants  because  they  couldr 
produce  a  copy  of  the  policies  for  property  or  life  insuran 
or  a  death  certificate — never  mind  that  nearly  all  Jews  we 
stripped  of  their  possessions  and  that  concentration  cam 
weren't  handing  out  records  of  those  they  murdered. 

In  faGt,  of  the  thousands  upon  thousands  of  insuran 
policies  Allianz  issued  during  those  years,  it  claims  that  on 
27  of  its  policyholders  went  unpaid  and  are  eligible  for  rem 
neration.  How  does  it  arrive  at  that  number?  It  has  identify 
6,700  old  files  relating  to  Jewish  customers — and  it  conten 
6,673  of  them  aren't  entided  to  any  payment.  Why?  Becau 
they  have  already  received  some  form  of  prior  compensatio 
which  disqualifies  them  under  terms  set  by  the  internatior 
setdement  commission. 

Insurance  companies  also  claimed  they  themselves  we 
victims  of  the  Nazis,  because  they  had  been  forced  to  buy  w 
bonds  that  were  worthless  by  1945.  This  overlooks  the  fa 
that  the  successor  government  to  the  Third  Reich  took  ov 
their  payout  obligations,  partly  by  using  funds  from  the  U.S 

And  if  the  insurer  did  pay  a  policy's  proceeds  to  the  Nc 
government,  would  it  be  obligated  to  pay  again  to  the  fam: 
that  was  the  rightful  beneficiary?  The  insurers  argued  tr 
wouldn't  be  fair.  But  the  connection  between  the  insurers  ai 
the  Nazi  government  is  complicated.  Kurt  Schmitt,  Allian; 
chairman  in  the  1920s,  became  Hider's  minister  for  econorr 
affairs  in  1933.  He  was  an  acquaintance  of  Hermann  Gorir 
Hider's  finance  minister  and  commander-in-chief  of  the  Lu: 
waffe.  At  Allianz,  one  of  Schmitt's  managing  directors,  Edua 


"It  would  be  absolutely  against  justice  for  German 
insurance  companies  to  take  over  the  financial  expiation 
of  the  Jews,"  said  an  Allianz  director  after  Kristallnacht. 


Pridham  died  of  stomach  cancer  shordy  thereafter. 

Dealing  with  Allianz  has  been,  by  turns,  bizarre  and  frus- 
trating. The  company  first  denied  that  Pridham's  father  ever 
owned  policies,  then  called  days  later  to  tell  him  it  had  located 
the  documents.  After  a  month  had  passed,  Allianz  sent  a  letter 
explaining  that  it  couldn't  release  funds  because  "your  mother 
was  named  beneficiary,  but  obviously  the  sum  insured  could 
not  be  paid  out  because  she  had  left  Germany,"  adding,  "We 
assume  that  we  subsequently  had  to  pay  out  the  sum  insured 
to  the  financial  authorities  of  the  Third  Reich." 

The  insurer  urged  Pridham  to  appeal  to  the  commission 
but  warned,  "There  are  still  some  open  issues  as  to  how  pay- 
ment is  going  to  be  made.  Please  be  assured  that  you  are  going 
to  be  informed  immediately  once  the  remaining  uncertainties 
are  solved."  In  February  Pridham  asked  the  commission 
about  his  appeals  options  but  received  no  answer. 

Pridham's  father  was  one  of  2.5  million  people  who  in- 
quired about  or  bought  insurance  from  Allianz  between  1922 
and  1938.  For  years  petitioners  have  alleged  that  insurers  re- 


Hilgard,  eagerly  cooperated  with  the  Third  Reich  as  head 
the  German  Insurance  Industry  Association. 

The  close  ties  show  up  in  Aliianz's  role  after  Kristallnacl 
the  night  of  violence  in  1938  that  resulted  in  the  destruction 
7,500  Jewish  shops.  Hilgard  spoke  with  Goring  just  afterwar 
and  at  first  Hilgard  denied  that  Jews  had  any  right  to  fi 
claims  because  the  destruction  of  property  was  the  result 
riots,  and  property  policies  didn't  cover  civil  disturbances.  B 
that  explanation  would  imply  the  Nazis  couldn't  keep  ordi 
Hilgard  thought  at  least  some  claims — those  held  by  foreij 
policyholders — should.be  paid  since  Allianz  didn't  want  to  1 
seen  as  a  firm  that  reneged  on  its  obligations. 

But  reimburse  injured  shopkeepers?  "Reprisals  against  tl 
Jews  in  November  1938  had  the  character  of  entided  punis 
ment  for  the  Jews,"  Hilgard  wrote  insurance  companies. ' 
would  be  absolutely  against  justice  for  German  insuran 
companies  to  take  over  the  financial  expiation  of  the  Jews 
The  remarks  show  up  in  a  transcript  of  a  conversation  b 
tween  Hilgard  and  Goring,  in  files  of  the  Office  of  the  Milita 
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one  thing  to  make  claims.  It's  another  to  follow  through.  And  that's 
ctly  what  we  do.  We're  not  a  fly-by-night  start-up,  or  a  company  that  works 
a  very  small  scale.  We're  the  world  leader  in  infrastructure  management 
ware,  and  we've  been  doing  it  for  25  years.  But  we  didn't  stop  there.  We're 
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Governor  of  the  United  States  in  the  National  Archives. 

Goring  and  Hilgard  finally  agreed  that  Allianz  would  pay 
a  portion  of  the  claims — to  the  Nazis — and  pocket  the  rest. 
Soon  after,  Jews  were  prohibited  from  suing  insurance  com- 
panies. At  the  behest  of  the  Nazis,  Allianz  began  to  confiscate 
Jewish  insurance  con- 
tracts. (Some  of  the  files 
in  the  Allianz  archive  are 
stamped  "Jude.")  Even  as 
the  company  surrendered 
most  of  the  cash  value  of 
policies  to  the  Third 
Reich,  it  always  kept  a 
tidy  "cancelation  fee"  of 
25%  from  pension  insur- 
ance and  5%  from  life  in- 
surance accounts,  ac- 
cording to  the  German 
government.  No  one 
knows  how  much  that 
amounted  to. 

There  were  other  no- 
torious links.  Allianz  sold 
property  insurance  to 
factories  run  by  the  the 
Deutsche  Ausriistungs- 


werke  (the  German  Equipment  Works,  or  DAW),  a  corpora 
front  for  the  SS.  Located  outside  major  concentration  camr. 
the  plants  used  slave  labor  to  drive  German  industry  throug! 
out  the  war.  The  SS  bought  the  policies  to  preserve  the  fictic 
that  its  DAW  operations  were  legitimate,  even  though  th> 
were  generating  money  the  SS  used  in  its  power  struggl 
against  other  factions  in  the  Nazi  government. 

Despite  such  damning  evidence,  getting  insurers  to  pay 
has  been  all  but  impossible.  With  70,000  claims  filed  thus  f 
another  100,000  are  expected  to  be  filed  in  the  next  thr 
years.  According  to  Deborah  Senn,  former  insurance  comm 
sioner  for  Washington  State,  84%  of  the  claims  submitted  as 
December  2000  haven't  been  completed.  At  that  poky  ra 
while  paying  out  only  $12,000  per  claim  on  average,  the  cor 
mission  will  disburse  all  of  $82  million  or  so  by  the  time 
mission  is  complete — far  less  than  the  allotted  $220  million 

But  it  will  have  spent  $85  million  to  get  there:  $25  millii 
in  the  past  two  years,  plus  a  hoped-for  $60  million  throu 
2003.  For  what?  Claims  matching  and  high  overhead.  Eag 
burger,  the  commission's  chair,  draws  a  salary  of  $350,0( 
The  panel  has  7  employees  in  Washington,  12  in  London  a: 
has  contracted  out  a  call  center  in  New  York.  "There's  no  qu< 
tion  in  my  mind  that  we  spent  more  on  what  I'll  describe 
administration  than  we  should  have,"  says  Eagleburger. 

The  insurance  money  is  part  of  German  industry's  $1 
billion  fund  to  cover  every  sort  of  claim,  from  slave  labor 
life  insurance.  The  money  is  to  be  collected  from  corporatic 
and  distributed  by  a  German  foundation  called,  rather  incc 
gruously,  "Remembrance,  Responsibility  and  the  Future."  T 
foundation  and  the  $2.2  billion  limit  on  all  compensation 
the  result  of  a  deal  between  the  U.S.  and  German  governme: 
to  resolve  the  claims  of  Holocaust  survivors.  The  Berlin  gc 
ernment  agreed  to  the  big  fund  in  an  appeal  to  the  Clint 
Administration  for  immunity  from  class  actions  in  U.S.  cou 
against  companies  like  Deutsche  Bank,  Porsche  and  BMW. 

That  pact,  however,  complicated  the  separate  and  simul 
neous  effort  by  Eagleburger  to  set  up  the  settlement  comrr 
sion  with  German  insurance  companies.  For  its  part,  Gerrr 
industry  agreed  to  collect  $2.2  billion  in  voluntary  contrit 
tions  from  all  the  nation's  businesses — even  those  that  did 
exist  during  the  war.  The  government  said  it  would  kick  in 
equal  amount  of  money.  "We  promised  our  companies 
would  only  pass  our  money  along  to  the  foundation  wr 
legal  peace  has  been  achieved,"  says  Wolfgang  Gibowski 
onetime  press  secretary  to  former  German  Chancellor  F3 
mut  Kohl,  Gibowski  is  a  policy  architect  for  a  group  that  r> 
resents  the  German  industrial  side  of  the  foundation. 

Trouble  is,  the  U.S.  government  couldn't  deliver  "le 
peace."  Then-deputy  treasury  secretary  Stuart  Eizenstat  co 
only  promise  that  the  U.S.  State  Department  would  delive 
"statement  of  interest"  to  judges  hearing  Holocaust  rela 
cases,  asking  for  dismissal  in  favor  of  the  foundation  set 

"It  is  an  act  of  appeasement":  Herbert  Hansmeyer,  a  managing  di- 
rector at  Allianz;  former  deputy  secretary  of  state  Stuart  Eizenstr 
Lawrence  Eagleburger  and  a  lawyer  for  Assicurazioni  Generali. 
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ment.  The  deal  was  codified  in  a  letter  sent  by  Bill  Clinton  to 
German  Chancellor  Gerhard  Schroder  and  in  a  later  executive 
agreement.  This  was  to  be  the  end  of  the  issue. 

But  suits  still  being  heard  in  U.S.  courts  threaten  the  en- 
actment of  the  agreement.  A  case  brought  against  IBM  in  Feb- 
ruary, accusing  it  of  providing  punch-card  machines  to  the 
Nazis,  was  withdrawn  in  late  March  when  German  industry 
leaders  threatened  to  withhold  their  donations  to  the  founda- 
tion. In  New  York's  Southern  District,  however,  Judge  Shirley 
Wohl  Kram,  presiding  over  a  $4.5  billion  case  against  German 
banks,  refused  to  approve  a  dismissal,  arguing  initially  that 
German  industry  should  turn  over  the  funds  first. 

"It  is  not  the  right  of  Kram  to  ask  for  the  money  first,"  says 
Gibowski,  who  oversees  the  industry  fund.  Another  hurdle: 
It's  unclear  exactly  how  much  money  has  actually  been 
handed  over.  Gibowski  says  $1 .3  billion  already  is  in  the  bank, 
with  the  balance  in  pledges  made  by  German  companies.  But 
he  refuses  to  say  which  companies  have  paid  or  pledged.  Con- 
versely, Allianz's  Hansmeyer  says  16  corporations  each  paid 
$45  million  at  the  beginning  of  the  year — $720  million  in 
all — and  have  agreed  to  cover  the  obligations  of  the  6,000 
other  companies  that  have  pledged  so  far.  But  it's  unclear  how 
that  would  be  enforced — and  no  money  has  yet  been  paid  out. 

And  there  are  further  wrinkles  that  hold  up  repayment — 
starting  with  cross-border  ownership.  For  example,  Allianz 


owns  51%  of  RAS,  an  Italian  insurer  that  operated  in  easter 
Europe  during  the  war.  It  didn't  pay  out  on  a  large  number  < 
policies  because  its  operations  were  nationalized  by  the  con 
munist  governments  of  Poland  and  then -Czechoslovakia  aft< 
the  war.  As  a  majority-owned  unit  of  Allianz,  it  also  expec 
immunity  from  lawsuits  in  the  U.S. 

Another  obstacle:  key  differences  in  the  treatment 
claimants.  The  family  of  a  victim  who  was  forced  into  sla^ 
labor  may  seek  restitution  even  if  the  family  has  already  r 
ceived  compensation  from  the  German  government — at  lea 
under  the  rules  of  the  international  commission.  But  life  ii 
surance  policyholders  aren't  entitled  to  any  further  funds 
they  have  already  gotten  government  compensation. 

For  Allianz,  however,  new  claims  could  start  to  pile  u 
given  its  recent  $20  billion  bid  to  acquire  Dresdner  Bank.  On' 
near  collapse  under  the  weight  of  hyperinflation  during  tl 
Weimar  Republic,  Dresdner  was  later  taken  over  by  the  Nai 
and  became  the  bank  of  choice  for  companies  run  by  the  SS.  ] 
one  of  the  banks  facing  litigation  in  Judge  Kram's  courtroon 

With  so  much  entrenchment  by  plaintiff  lawyers  on  oi 
side,  and  European  insurers  on  the  other,  who  will  do  right 
these  last  survivors  of  genocide?  Steven  Pridham  was  16  wht 
his  father,  fleeing  Lithuania  to  escape  the  Nazis,  joined  him 
England.  Now  77,  Pridham  wonders  whether  he  will  live  loi 
enough  to  see  justice  served. 


Settling  a  Case— After  85  Years 


It  happened  so  long  ago.  But  94-year- 
old  Samuel  Kadorian  of  Van  Nuys,  Calif, 
says  he  remembers  the  forced  march  of 
his  family  and  thousands  of  other  ethnic 
Armenians  from  their  home  in  Ottoman 
Turkey  back  in  1915.  Along  the  way  his 
father,  Garabed,  was  shot  and  killed  by 
Turkish  soldiers;  his  brother  and  two  sis- 
ters also  died.  Kadorian  and  his  mother 
survived  prison  and,  with  the  help  of  a 
Swiss  doctor,  escaped  to  Syria,  immi- 
grating to  the  U.S.  in  1920. 

Like  an  estimated  3,647  ethnic  Ar- 
menians in  the  Ottoman  Empire,  Kado- 
rian's  father  bought  a  life  insurance  pol- 
icy from  New  York  Life  Insurance  Co.  The 
contracts  were  sold  mainly  through  the 
company's  Paris  office  and  were  denom- 
inated in  French  francs.  Most  of  those 
policyholders  are  thought  to  have  per- 
ished in  the  slaughter,  when  the  Turks 
worried  that  Armenians  would  side  with 
their  traditional  enemy,  Russia,  in  World 
War  I  and  systematically  massacred  hun- 
dreds of  thousands  of  people.  After  a 
claims  committee  met  in  New  York  and 


Paris,  New  York  Life  decided  to  send  a 
lawyer  to  Constantinople  in  1917  to  pay 
off  38%  of  its  outstanding  policies,  leav- 
ing 2,186  unresolved.  By  1924  the  insurer 
retreated  from  Europe  for  good. 

Throughout  the  decades  there  were 
occasional  attempts  by  survivors  and 
their  descendants  to  collect  death  bene- 
fits. But  New  York  Life  stalled,  claiming 
that  petitioners  couldn't  prove  their  rela- 
tionships to  the  deceased.  Then  came  a 
1999  class  action  brought  in  Los  Ange- 
les by  Martin  Marootian,  85,  whose 
uncle  was  a  policyholder  killed  in  1915. 
Last  year,  when  the  insurer  tried  to  have 
the  case  dismissed  in  federal  court,  Cal- 
ifornia lawmakers  passed  legislation 
granting  Armenians  living  in  California 
the  right  to  pursue  World  War  I  era 
claims  against  insurers  in  state  court. 

From  then  on  New  York  Life  behaved 
like  a  model  corporate  citizen.  Its 
lawyers  descended  on  the  company's 
60,000-square-foot  warehouse  in  Clin- 
ton, N.J.  and  found,  in  a  fireproof  vault, 
microfilmed  documents,  ledgers  and 


other  files  on  insured  Armenians.  In  mi 
April,  more  than  85  years  after  the  me 
sacre,  the  company  reached  a  potent 
settlement— and  a  $15  million  payout. 

Under  the  pact,  New  York  Life  pla 
to  publish  the  2,186  names  on  the  oi 
standing  policies  so  relatives  of  the 
sured  can  collect  the  benefits.  A  co 
mittee  will  consider  the  claims,  and  t 
company  will  drastically  relax  its  usi 
stipulations,  requiring  only  that  clai 
ants  demonstrate  a  familial  relation 
the  insured. 

The  families  won't  get  much.  T 
agreement  calls  for  payouts  amounti 
to  ten  times  the  face  value  of  the  origii 
polices— on  average  about  $6,000.  N 
York  Life  will  donate  $3  million  to 
menian  civic  groups  in  addition  to  1 
death  benefits  that  are  not  claimed. 

As  usual,  lawyers  are  among  1 
biggest  winners.  Plaintiff  attorney; 
including  William  Shemoff,  who  has 
gated  Holocaust-era  cases— stand 
pocket  $2.5  million. 

-Nathan  Vz 
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Insights  By  Peter  Huber 


From  Silicon  Cockpit  to  Silicon  Body 


ICROPROCESSORS  AND  BANDWIDTH  ALREADY 
substitute  for  military  personnel  in  outer  space, 
and  before  long  they'll  take  over  the  fighter  jet 
and  the  tank.  But  even  as  the  human  body 
ejects  from  the  cockpit,  the  silicon  cockpit  is  in- 
Utrating  the  body  itself.  The  technologies  that  make  possible 

f'  >y  satellites  and  pilotless  drones  are  moving  into  pacemak- 
s,  defibrillators,  hearing  aids  and  a  boundless  new  array  of 
imulators,  pumps  and  prostheses. 
Many  swords  don't  get  beaten  into  plowshares,  but  it's 
eartening  to  record  how  many  in  fact  do.  Modern  jet  travel 
merged  from  military  R&D  of 
le  1950s.  We  owe  our  digital 
jesktops  to  the  integrated  dr- 
ill, whose  development  in 
le  1960s  was  accelerated  to 
leet  military-aerospace  de- 
ttands  for  more  compact  dig- 
al  logic.  Credit  the  Internet 
>  the  military's  1970s  search 
ir  a  decentralized  communi- 
itions  architecture  that  could 
ynamically  reroute  traffic 
'ound  lines  and  switches 
locked  out  by  enemy  attack. 

The  push  now  (roughly 
>eaking)  is  to  pack  mobility, 
gic  and  communications  all 
ligether  into  small,  -  au- 
tonomous capsules  that  can  function  on  Mars,  in  low  Earth 
(pit  or  on  the  surface  of  the  human  brain.  And  once  again, 
Ippliers  of  aerospace  hardware  to  the  military  are  playing  a 
|y  role. 

I  One  of  the  biggest  challenges  today  is  how  to  deliver  re- 
fible  power,  in  sufficient  quantities,  to  the  deepest  re- 
Isses  of  the  microprocessors,  lasers  and  radio- 
lequency  amplifiers.  All  of  which  grow  faster  and  more 
jcwer-hungry  year  by  year,  even  as  they  grow  smaller.  Mili- 
Iry  satellites  make  very  similar  demands  on  their  power 
applies,  and  put  an  even  greater  premium  on  small  size  and 
■ht  weight,  because  launching  superfluous  ounces  into 
■bit  is  astronomically  expensive.  So  for  many  years,  military 
infractors  have  been  developing  exotic  semiconductors  to 
•uble  and  redouble  the  power  density  and  efficiency  of 
Ipdes,  transistors  and  power-management  circuitry. 


Electric 
implantables  will 

pump  drugs, 
power  prostheses, 
improve  hearing, 
and  eventually 
improve  or 
even  restore 
eyesight. 


Now  those  same  technolo- 
gies are  cascading  into  civilian 
markets — into  wireless  base 
stations,  cell  phones,  laptops, 
handheld  computers,  wireless 
networks,  digital  subscriber 
line  cards,  cable  modems,  hy- 
brid electric  cars  and  fiber- 
optic systems.  Silicon  and  glass 
require  exceptionally  reliable 
J^fl  power.  Portable  digital  devices 

require  power  supplies  that  are 
exceptionally  light  and  compact.  High-speed  wireless  devices 
need  power  that  is  exceptionally  cool,  which  means  electri- 
cally efficient,  too,  because  their  delicate  amplifiers  are  poi- 
soned by  heat.  The  digital,  mass-market  mainstream  is  now 
clamoring  for  Pentagon-quality  power.  High-tech  companies 
that  served  niche  military  markets  until  very  recently  are  now 
besieged  with  new  civilian  orders. 

The  silicon  body  is  at  the  leading  edge  of  the  new  de- 
mand. The  global  market  for  implantable  medical  devices  is 
already  $50  billion,  but  advances  in  power  electronics  are 
now  propelling  very  rapid  growth,  because  so  many  new  de- 
vices can  now  be  built  into  packages  small  enough  to  im- 
plant and  electrically  frugal  enough  to  run  on  tiny  batteries. 
Over  1  million  people  already  have  electrically  powered  im- 
plants, and  150,000  new  ones  are  installed  every  year,  most 
of  them  (for  now)  pacemakers.  Heart  defibrillators  represent 
a  second  huge  market. 

The  brain  comes  next.  Electro-stimulation  holds  great 
promise  for  the  treatment  of  epilepsy,  Parkinson's  disease  and 
other  neurological  malfunctions,  as  well  as  depression,  de- 
mentia and  chronic  pain.  Implantable  therapies  for  irregular 
breathing  and  muscle  spasticity  are  now  on  the  near-term 
horizon.  Other  electro-implantables  will  soon  pump  drugs 
(insulin,  for  example),  power  prostheses,  improve  hearing 
and  eventually  improve  or  even  restore  eyesight.  The  electric 
wheelchair  will  give  way,  before  too  much  longer,  to  the  pow- 
ered exoskeleton,  a  walker  that  will  end  up  not  much  bulkier 
than  a  thick  overcoat.  A  prototype  has  already  been  built  by 
the  maverick  New  Hampshire  entrepreneur  Dean  Kamen. 

It's  incongruous  but  true:  Silicon  technology  spawned  by 
the  arms  race  may  someday  let  a  kid  with  cerebral  palsy  hike 
through  Yellowstone.  After  which,  much  the  same  hardware 
could  go  on  to  pilot  an  F- 1 6.  F 


ler  Huber,  a  Manhattan  Institute  senior  fellow,  is  the  author  of  Hard  Green:  Saving  the  Environment  from 
|  Environmentalists  and  the  Digital  Power  Report.  Find  past  columns  at  www.forbes.com/huber 
use  your  -.CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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Turning  Lea 

Gold 

Lawyer  Ronald  Motley  beat  the  tobacco  and  asbestos  companies. 
Now  he's  out  to  demonize  the  Dutch  Boy. 


BY  MICHAEL  FREEDMAN 


IN  THE  INSIDER,  THE  1999  FILM  ABOUT  THE  EARLY 
days  of  tobacco  litigation,  Ronald  L.  Motley  is 
depicted  as  a  heroic  litigator  taking  down  arro- 
gant corporations.  "Wipe  that  smirk  off  your 
face,"  the  actor  playing  him  snarls  at  a  Brown  & 
Williamson  attorney.  "I'm  going  to  take  my  wit- 
ness' testimony  whether  the  hell  you  like  it  or  not." 

It's  a  dead-on  impression.  Motley  has  intimidated 
more  than  a  few  defendants  in  real  life — and  col- 
lected  giant  sums  for  doing  so.  He's  got  a  1 56- 
foot  yacht,  Themis  (for  the  Greek  titaness  of  /fM-^J^k 
law),  a  house  on  Kiawah  Island,  S.C.  worth 
S5.8  million  and  a  plush  new  five-story  of- 
fice  building  overlooking  the  Cooper  River 
and  downtown  Charleston,  S.C.  At  his  1 999  wed- 
ding  (his  third)  he  hired  Earth,  Wind  &  Fire  to  perform. 

A  South  Carolina  native  and  a  graduate  of  the  Univer- 
sity of  South  Carolina's  law  school,  Modey,  56,  got  his  start 
on  the  good  life  in  1975  with  tort  law.  At  the  time  this  field 
was  mosdy  the  province  of  ambulance  chasers  and  slip- 
and-fall  lawyers  working  over  seedy  storefronts.  But  it  was 
about  to  be  transformed  by  the  explosion  in  mass  tort  lit- 
igation, which  would  make  some  plaintiff  lawyers  ex- 
tremely rich.  The  partners  at  those  prestigious  Wall  Street 
firms,  with  their  Harvard  and  Yale  degrees  and  investment 
banking  clients,  would  look  like  paupers  in  comparison. 
\  lodey  went  after  asbestos  makers.  He  represented  the 


kind  of  people  who  would  frequent  his  father's  Amoc 
gas  station:  the  blue-collar  workers  of  Charleston's  ship i 
yard  and  pulp-and-paper  plants.  No  one  told  shipyar 
workers  that  asbestos  and  tobacco  smoke  were  a  leth; 
combination,  and  that  ignorance  led  to  many  death 
Largely  from  the  handiwork  of  Motley's  firm,  30  asbesto 
companies  have  filed  for  bankruptcy  to  date,  and  he  hi 
personally  taken  home  $11  million  in  fees. 

^        But  Motley  and  his  partners  did  not  coast  o 
the  asbestos  payoff.  They  reinvested  it  in  t( 
?  bacco  litigation,  gambling  that  by  absorb 

■  ing  court  costs  in  long-shot  cases  the 
W  would  collect  a  princely  sum  if  the  cigaret 
companies,  after  decades  of  beating  off  to 
plaintiffs,  could  be  made  to  pay.  The  jackpot  vn 
bigger  than  any  tort  lawyer's  wildest  dreams.  On  his  ot 
fice  wall  is  proudly  displayed  a  framed  1 997  deposit  slil 
for  SI  70  million — courtesy  of  the  big  four  tobacco  com 
panies.  Lots  more  deposits  are  coming.  Motley  and  hi 
law  firm,  Ness,  Motley,  Loadholt,  Richardson  &  Poo 
will  collect  an  estimated  $2  billion  through  tobacco  lil 
gation  over  25  years. 

It's  still  not  time  to  coast.  Motley's  firm  is  reinvestii 
some  of  its  tobacco  trophy  in  the  next  big-game  hur 
This  time  the  quarry  is  the  paint  and  pigment  industi 
It  looks  like  a  fat  target.  Paint  used  to  have  lead  in 
and  lead  poisoning  is  a  terrible  disease,  stunting  ch 
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Pigment  in  his  imagination: 
Motley  wants  to  prove 
lead  paint  is  poison. 


dreri's  growth,  making  them  retarded,  even  killing  them.  Just 
last  winter  a  two-year-old  girl  died  of  lead  poisoning  in  New 
Hampshire  from  eating  paint  chips  and  dust. 

Such  tragedies  are  not,  however,  the  stuff  of  billion-dollar 
settlements.  The  death  in  New  Hampshire  was  the  only  one 
from  lead  poisoning  in  the  past  decade,  according  to  the  Al- 
liance to  End  Childhood  Lead  Poisoning.  No  great  surprise 
there:  Lead  has  not  been  used  in  residential  paint  since  1978. 

To  make  the  stuff  of  a  mass  tort,  the  lead  paint  plaintiffs 
had  to  find  other  victims.  They  have  found  some  plausible 
ones,  in  the  form  of  children  with  learning  disabilities.  There 
are  tens  or  hundreds  of  thousands  of  such  children.  They  are 
disproportionately  represented  in  low-income  urban  popu- 
lations, and  dilapidated  urban  apartment  buildings  have 
more  than  their  share  of  50-year-old  paint  chips  that  contain 
lead.  Statistically,  lead  and  learning  problems  coincide.  A  jury 
might  be  persuaded  to  hand  out  money  on  the  theory  that 
these  two  phenomena  are  connected. 

Next,  Motley  and  company  needed  defendants  with  pock- 
ets billions  of  dollars  deep.  They  have  several,  including  NL  In- 
dustries, which,  under  the  former  name  National  Lead,  used 
to  make  Dutch  Boy  paint;  DuPont,  which  sold  several  brands 
of  paint  until  1983;  Atlantic  Richfield  (now  BP  Amoco),  al- 
leged successor  to  International  Smelting  &  Refining;  and 
ConAgra  Grocery,  which  bought  Beatrice  Foods  in  1990 — a 
company  that  sold  off  its  interest  in  W.  P.  Fuller  Paint  Co.  26 
years  earlier.  Glidden  Paint,  owned  by  Imperial  Chemical,  and 
Sherwin-Williams,  the  largest  U.S.  manufacturer  of  paint 
today,  with  brands  including  Dutch  Boy,  which  it  bought  in 
the  1980s,  are  also  defendants. 

The  lead  defendants  had  to  be  demonized,  as  the  tobacco 


Junk  Litigation 


companies  were  demonized.  In  an  obvious  attempt  to  trans 
form  the  Dutch  Boy  into  a  fresh-faced  incarnation  of  Joe 
Camel,  the  suits  claim  the  companies  misrepresented  the 
paint  as  safe  for  use  around  children.  Evidence?  In  1920  Na 
tional  Lead  told  retailers  to  be  nice  to  children  because  they 
might  someday  be  customers.  More:  In  1930  the  compan) 
distributed  coloring  books  with  poems  and  a  cartoon  draw 
ing  of  its  Dutch  Boy  character. 

Hard  to  imagine  children  having  much  influence  or 
paint  purchases.  But  Motley  booms  out  his  argument  like  i 
that  actor  in  The  Insider.  "These  lead  companies  are  scum 
bags,"  he  argues.  "They're  as  bad  or  worse  than  the  tobaccc 
companies.  They've  preyed  on  little  children." 


if 


It's  easy  to  call  cigarette  companies  scum.  Didn't  they  lie  f  oi  i 

years  about  tobacco's  dangers?  The  evidence  for  a  lead  pain 
cover-up,  however,  is  a  little  murkier.  It  has,  after  all,  beer 
known  for  more  than  a  century  that  lead  paint  can  be  poiso 
nous.  The  paint  industry  was  hardly  denying  the  obvious  oo 
Throughout  the  first  part  of  the  20th  century  it  participated 
in  public  campaigns  to  alert  doctors  and  parents  to  the  po 
tential  hazard  and  began  to  encourage  toy  and  crib  manufac 
turers  to  use  unleaded  paint.  (Lead  compounds  taste  sweet, 
fact  turned  to  advantage  by  wine  adulterers  over  the  years.) 

In  1952  a  report  by  the  trade  group  Lead  Industries  Asso 
ciation  counted  197  incidents  of  lead  poisoning  in  nine  cities 
at  least  40  of  them  fatal.  In  the  1950s  paint  manufacturer  n 
funded  research  at  Johns  Hopkins  and  Harvard  University  ise 
that  found  that  peeling  paint  was  a  danger  to  children.  Thai  m 
research  led  the  industry  to  voluntarily  cut  the  lead  conteri  its 
in  paint  for  residential  interiors  in  1955. 

I 
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Suits  based  on  dubious  health  scares  have  a  long  tradition.  Here  are  four  in  the  last  decade: 


0  ~ 


Scare 


Power  lines  cause 
cancer. 


New  Jersey  man  blaming 
power  lines  near  his  home  for 
his  leukemia  wins  $760,000 
from  a  utility.  Energy 
companies  spend  millions 
in  the  1990s  defending 
themselves. 

Claim  debunked  by  National 
Research  Council  in  1996. 


Silicone  implants 
cause  disease. 

Dow  Corning,  in  bankruptcy, 
paying  out  $4.5  billion 
to  19,000  claimants. 
Science 

Twenty  studies,  including 
one  from  the  National 
Academy  of  Sciences, 
find  no  link  between 
implants  and  connective 
tissue  disease. 


Scare 


Secondhand  smoke 
causes  cancer. 
Litigation  


Scare 


Cell  phone  radiation 
causes  brain  tumors. 

Litigation  


051 

to 
ale 


for 
if 


Tobacco  companies  pay  out 
$349  million  in  1997  to  settle 
a  case  filed  by  60,000  flight 
attendants. 

Federal  District  Judge 
William  Osteen  rules  that 
government's  studies 
claiming  a  link  are 
unreliable. 


Maryland  neurologist  files 
an  $800  million  suit  against 
Motorola  and  Verizon.  That, 
and  other  suits,  pending. 
Science  


1 


Studies  in  New  England 
Journal  of  Medicine,  Journa 
of  the  American  Medical 
Association  find  no  link 
(see  p.  228).  —M 
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Motley  wants  a  Draconian  solution: 
Removal  of  all  lead  paint  in  every  unit  in  America. 


Was  it  reprehensible  to  sell  a  poisonous  product?  There 
as,  as  with  all  chemicals,  a  question  of  tradeoffs.  Lead  car- 
inate,  a.k.a.  white  lead,  has  been  a  part  of  paint  recipes  since 
?fore  the  1700s.  The  heavy  compound  gives  paint  hiding 
)wer — meaning,  one  coat  covers  well — and  an  ability  to 
and  up  to  sunlight  and  wear  and  tear.  Until  titanium  diox- 
e  arrived  in  the  1930s  there  was  no  economical  substitute. 

Nor  were  paint  and  pigment  manufacturers  the  sole  or 
en  the  biggest  culprit  in  depositing  lead  into  the  environ- 
ent.  In  the  1960s  antiknock  gasoline  additives  were  spew- 
!g  tons  of  lead  into  the  air  every  year.  A  fair  amount  of  the 
ad  that  circulated  in  people's  bodies  in  those  days  came 
om  food  tins.  In  1978  the  federal  government  banned  the 
e  of  white  lead  for  all  residential  paints,  indoor  and  out- 
>or.  The  paint  industry  argued  against  such  a  drastic 
!ove,  but  it  went  along. 

I  Does  Motley  have  the  stuff  of  a  conspiracy  here?  A 
[aryland  circuit  court  dismissed  another  firm's  case 

ew  years  ago  because  there  was  no  evidence  the  in- 
kstry  hid  information  about  lead's  potential  haz- 
jds.  But  the  tort  lawyers  kept  filing  and  filing.  They 
jve  at  least  eight  cases  pending  in  as  many  states, 
jming  paint  companies  as  malfeasors.  Many  of  these 
kes  were  filed  on  behalf  of  municipal  or  state  gov- 
pments  that  incur  costs  to  repair  paint-contami- 
tted  apartment  buildings  or  to  pay  the  cost  of  spe- 
ll education  for  allegedly  lead-poisoned  children. 
I  Motley  wants  the  courts  to  impose  a  Draconian  so- 
;  ion:  have  all  current  and  former  paint  manufacturers 
\y  to  remove  every  piece  of  lead-based  paint  in  every 
111,  door  frame  and  windowsill  in  every  dwelling  unit 

the  U.S.  The  first-year  cost  of  getting  lead  out  of  all  federal 
fusing  alone  would  be  an  estimated  $458  million.  Why  not 
I  tead  pursue  landlords  who  allow  peeling  paint?  Motley  has 

tied  two  dozen  suits  against  them  nationwide,  but  of  course 
it  dlords  don't  have  the  deep  pockets  of  the  paint  industry. 

Wall  Street  is  viewing  these  cases  quite  seriously.  In  January 
li>rgan  Stanley  downgraded  Sherwin-Williams  (sales,  $5.2 
lion).  It  was  a  prescient  call.  In  April,  in  a  major  victory  for 
Intley,  a  Rhode  Island  Superior  Court  judge  rejected  the  de- 
If  dants'  motion  to  dismiss,  and  Sherwin-Williams'  stock 
tapped  21%.  Imperial  Chemical  Industries,  the  $9.5  billion 
pies)  British  owner  of  Glidden  Paint,  dropped  5%. 
I  Where  do  the  plaintiffs  come  from?  Some  are  fed  into  Mot- 
p  s  hopper  by  a  national  network  of  2,000  smaller  law  firms 
\k  gather  individual  plaintiffs  locally.  As  with  tobacco,  though, 
lii  bigger  money  may  be  in  the  cases  filed  on  behalf  of  states 

'.jl  cities  that  can  claim  they  were  damaged  by  the  poisoning 
H:heir  citizens.  Motley  is  well  connected  politically;  you  just 
[i|i't  get  juicy  assignments  like  this  for  the  asking. 


The  ball  got  rolling  in  Rhode  Island.  In  1999  State  Attorney 
General  Sheldon  Whitehouse,  a  Democrat  with  an  eye  on  the 
governor's  office,  met  with  John  J.  McConnell  Ir.,  a  Provi- 
dence-based Ness  Motley  partner  and  treasurer  for  the  state 
Democratic  party.  Whitehouse  signed  a  contract  with  Ness 
Motley  and  another  local  lawyer  to  represent  the  state  in  a  suit 
against  the  lead  industry.  They  would  get  half  the  normal  33% 
contingency  fee.  It  happens  that  Ness  Motley  is  Rhode  Island's 
largest  political  contributor,  at  $540,950  for  the  2000  national 
elections.  Motley  filed  suit  in  October  1999. 

With  the  Rhode  Island  suit  filed,  the  money  grab  was  on. 
In  St.  Louis  a  team  of  lawyers  copied  Ness  Motley's  com- 
plaint verbatim  without  permission  and  filed  in  January 
2000  on  behalf  of  the  city.  Two  months  later  the  county  of 


Santa  Clara,  Calif,  filed  suit.  In  January  2001  San  Francisco 
joined  that  suit,  led  by  the  city's  "affirmative  litigation"  de- 
partment, a  four-lawyer  team  whose  job  is  to  prowl  for  in- 
dustries from  which  to  extort  funds  with  novel  legal  theories. 

Like  most  cities  San  Francisco  has  access  to  state  and  fed- 
eral money  to  clean  up  deteriorating  buildings,  plus  pages  of 
code  allowing  it  to  go  after  landlords  who  allow  paint  to  peel 
off  the  walls.  In  fact,  by  California  law  the  state's  childhood 
lead  poisoning  prevention  program  is  funded  by  paint  and 
gasoline  companies,  which  have  given  $16  million  a  year 
since  1993,  according  to  Timothy  Hardy,  an  attorney  for  de- 
fendant NL  Industries.  But  that's  peanuts  compared  with 
what  they  can  get  from  suing.  Besides  using  its  house  lawyers, 
San  Francisco  hired  outside  firms,  including  Motley's,  to  help 
out.  The  outside  firms  will  take  17%  of  any  judgment.  The 
city  can  use  the  money  how  it  wishes,  though  City  Attorney 
Louise  Renne  promises  it  will  be  used  for  lead  abatement. 

A  Beaumont,  Tex.  firm  working  with  Ness  Motley  sent  a 
letter  to  the  executive  director  of  a  group  of  north  Texas 
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Cash  Bar 

Plaintiff  lawyers,  like  corporations  and  other  rich  people,  often 
turn  their  fortunes  into  political  access.  These  were  the  most 
generous  plaintiffs'  firms  in  the  2000  national  elections. 

Law  Firm  /  Location  Contribution  /  Party  Allocation 


Williams  &  Bailey  /  Houston,  Tex.  $1,603,800  /  D-100% 

Ness  Motley  et  al.  /  Charleston.  S.C.  1,493,490  /  D-99%.  R-1% 

Angelos  Law  Offices  /  Baltimore,  Md.  1,261,940  /  D-96%,  R-4% 

O'Quinn  &  Laminack  /  Houston,  Tex.  869,550  /  D-100% 

Nix,  Patterson  &  Roach  /  Daingerfield,  Tex.  850,250  /  D-100% 

Baron  &  Budd  /  Dallas,  Tex.  706,353  /  D-97%,  R-3% 

Reaud,  Morgan  &  Quinn  /  Beaumont,  Tex.  674,000  /  D-100% 

Source:  Center  for  Responsive  Politics. 


school  districts  with  this  pitch:  Lawyers  would  front  the  cost 
of  lead  paint  litigation  in  exchange  for  40%  of  the  winnings. 
It  wouldn't  matter  if  administrators  were  unsure  if  there  was 
lead-based  paint  in  the  schools'  walls.  Plaintiffs  could  rely  on 
anecdotal  evidence.  The  letter  also  said  the  districts  could  use 
award  money  "for  any  appropriate  purpose" — it  didn't  have 
to  be  used  to  clean  up  lead  paint. 

No  litigation  was  filed  as  a  result  of  that  letter.  To  defense 
lawyers,  though,  it  illustrates  everything  wrong  with  the  way 
law  firms  can  stir  up  litigation  in  this  country.  "There's  never 
been  a  report  of  any  child  being  harmed  by  lead  paint  in  the 
schools,"  argues  Charles  H.  Moellenberg  Jr.,  a  defense  attor- 
ney with  Jones,  Day,  Reavis  &  Pogue.  "But  they  rode  around 
to  the  school  superintendents  saying,  'We  can  get  you  free 


1994  (the  last  time  that  study  was  completed)  that  number  ha 
dropped  to  4.4%.  The  main  reason  for  the  decline  was  tl 
banning  of  leaded  gasoline  in  1973.  The  food  industry's  swit( 
from  lead-soldered  cans  to  welded  steel  also  played  a  role. 

If  traces  of  lead  near  such  levels  have  something  to  dc  wii 

learning  disabilities,  the  sweeping  decline  in  blood-lead  leve 
in  the  U.S.  in  the  past  half-century  should  have  given  us 
generation  of  geniuses  in  our  elementary  schools.  But  te| 
scores  have  scarcely  been  going  up  (see  chart). 

At  45  micrograms  per  deciliter — not  uncommon 
American  children  in  the  1950s — the  CDC  recommenc 
medical  intervention  within  48  hours.  But  in  Illinois,  a  sta| 
with  a  higher-than-normal  proportion  of  children  with  el< 


"Lawyers  told  schools,  'We  can  get  you 

free  money;  you  can  ride  the  free  money  horse.' 


Unleaded 


money;  you  can  ride  the  free  money  horse.'" 

With  the  April  legal  victory  behind  him  in  Pdiode  Island, 
Motley  is  feeling  good  about  his  chances  these  days.  The 
judge's  ruling  said  the  state  had  standing  to  bring  the  suit.  In 
a  congratulatory  letter  to  colleagues  Motley  called  the  Pdiode 
Island  decision  "as  significant — if  not  more  significant"  than 
precedent-setting  rulings  in  tobacco  litigation:  "Uncork  the 
champagne  bottles!"  Already  Motley  has  20  lawyers  and 
paralegals  working  on  the  litigation.  A  few  days  after  the 
Pdiode  Island  ruling  the  city  of  Milwaukee  filed  a  similar  suit; 
Chicago  and  Fargo,  N.D.  are  considering 
filing  complaints. 

Not  surprisingly,  lawyers  for  the  paint 
industry  are  disgusted  with  the  process. 
"We're  going  down  a  bad  path  when  at- 
torneys general  can  wake  up  in  the  morn- 
ing and  look  around  and  say,  'What  can  I 
do  to  create  some  kind  of  new  revenue 
stream  for  the  state?' "  says  Paul  "Mickey" 
Pohl,  an  attorney  for  Sherwin-Williams. 

Suppose  that  Motley  can  make  a  case 
for  a  cover-up  by  the  paintmakers  and  can 
prop  up  the  legal  argument  that  states  and 
cities  should  be  reimbursed.  There  re- 
mains one  more  step  between  him  and 
the  pot  of  gold.  He  has  to  show  that  small 
amounts  of  lead  are  to  blame  for  kids  who 
have  trouble  in  school. 

It's  going  to  be  a  tricky  argument.  A 
study  that  began  in  1976  showed  that  88% 
of  American  children  age  1  through  5  had 
blood-lead  levels  of  10  micrograms  per 
deciliter  or  higher,  the  level  at  which  the 
CDC  now  recommends  a  second  test.  By 


76 


vated  blood-lead  levels,  just  1  in  1,000  children  tested  ha 
lead  at  or  above  that  level.  Mary  Jean  Brown,  the  Harvai 
School  of  Public  Health  researcher  who  conducted  this  20(1 
study,  says  those  results  measured  only  children  living 
high-risk  poor  neighborhoods.  In  the  population  at  larg 
she  notes,  the  proportion  would  be  considerably  lower. 

Modey  and  nonprofit  interest  groups  like  the  Alliance 
End  Childhood  Lead  Poisoning  are  undeterred.  They  claim  ev« 
low  exposure  rates  can  damage  a  child's  intelligence.  They  p<  »i 
to  studies  that  correlate  blood-lead  levels  of  5  micrograms  p 
deciliter  with  decreased  verbal  and  re 
soning  skills. 

Correlation  is  not  cause  and  e 
feet,  though.  Poor  children  who  Hi 
in  dilapidated  homes  are  more  like 
to  have  slightly  more  elevated  le; 
levels  than  suburban  kids.  They  ai 
also  more  likely  to  be  reading  belc 
grade  level.  But  what's  the  cause 
that?  Absent  parents,  poor  nutritk 
and  lack  of  educational  resourc 
might  have  something  to  do  with  tl 
learning  problems  of  kids  living  wi 
peeling  paint.  Dare  it  be  said  in  « 
American  courtroom  that  intel] 
gence  is  hereditary  and  that  the  sm< 
parents  are  the  ones  most  likely  to 
living  in  nice  homes?  Their  backs 
the  wall,  the  paint  defendants  jU 
might  advance  such  an  argument. 

One  thing  the  defendants  won't  c 
if  they  have  any  brains,  is  dismiss  Mc 
ley's  lawsuits  as  preposterous.  The  t 
bacco  companies  made  that  mistake. 


Even  as  blood-lead  levels  in 
children  dropped  drastically,  IQ 
scores  have  increased  a  constant 
3%  a  decade  for  100  years— 
possibly  because  of  media 
exposure  and  better  nutrition. 


Average  IQ 


'88  91 


•00 


Sources:  Centers  for  Disease  Control:  James  Flynn. 
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Nicholas  Paris! 


Nick  Parisi's  daughter  Gianna  was  diagnosed  with  leukemia  when  she  was  just  three 
years  old.  Medicines  helped  her  fight  the  illness  and  after  30  days,  the  leukemia 
went  into  remission.  Gianna  is  now  free  of  the  disease  and  her  future  couldn't  look 
better.  At  America's  pharmaceutical  companies,  we  have  six  medicines  to  combat 
leukemia  and  22  more  are  in  development.  Today,  these  medicines  have  helped  us 
create  an  80  percent  survival  rate.  But  we  won't  stop  the  search  for  new  and  better 
medicines  until  leukemia  is  conquered  once  and  for  all.  www.newmedicines.org 

AMERICA'S  PHARMACEUTICAL  COMPANIES 

NEW  MEDICINES.  NEW  HOPE. 


iller 

awyer 

THE  LAST  TIME  FORBES  SURVEYED  THE  TOP-EARNING 
lawyers,  in  November  1995,  O.J.  Simpson  was  the  big  story. 
Defense  lawyer  Johnnie  Cochran  got  a  hefty  flat  fee  but  not 
enough  to  make  our  list.  Tort  lawyers  who  brought  personal 
injury  and  asbestos  cases  were  raking  in  the  big  money — as 
were  corporate  lawyers,  whom  we  noticed  wielded  more  power  than 
ever,  playing  leading  roles  in  takeover,  tax  and  regulatory  battles. 

In  the  five  and  a  half  years  since,  lawyers  have,  for  better  or  worse, 
become  a  vital  part  of  the  biggest  and  most  historic  stories  of  them  all — 
tobacco  litigation,  the  Clinton  impeachment  trial,  the  Microsoft  anti- 
trust case  and  the  2000  presidential  election.  And  in  alliance  with  elected 
officials,  plaintiff  lawyers  have  veered  off  into  policymaking. 

The  tobacco  lawsuits,  at  bottom,  make  policy.  The  economic  effect  of 
the  settlements  is  to  levy  a  tax  on  cigarette  consumers  and  to  pass  the 
proceeds  along  to  state  treasuries.  ( If  you  have  any  doubts,  read  the  story 
in  the  Jan.  22  issue  of  FORBES  explaining  how  the  lawyers  and  the  states 
have  colluded  to  effectively  outlaw  brand-new  cigarette  companies  that 
would  sidestep  the  tort  settlement.)  There's  one  big  difference,  however, 
between  the  usual  method  of  raising  taxes  and  the  one  using  the  court- 
room: Lawyers  are  being  paid  a  fee  for  implementing  this  tax  increase.  The 
$246  billion  tobacco  settlement  turned  scores  of  them  into  millionaires. 

Besides  the  top  ten  of  the  tobacco-lottery  winners  (p.  134),  we  survey 
plaintiff  lawyers  (p.  132),  lobbyists  and  divorce  lawyers  (p.  138),  corpo- 
rate lawyers  (p.  140)  and  entertainment  lawyers  (p.  144).  To  estimate 
pretax  incomes  we  interviewed  hundreds  of  lawyers,  accountants,  head- 
hunters,  clients,  colleagues  and  competitors.  Many  requested  anonymity. 
We  reviewed  court  filings,  trade  publications,  public  documents  and 
not-so-public  documents.  We  included  only  income  derived  from  the 
practice  of  law  in  year  2000 — no  stock  options  or  other  investments. 

It  is  clear  lawyers  have  benefited  as  much  as  any  M.B.A.,  dot- 
commer or  corporate  honcho  from  the  booming  economy  of  the  late 
1990s.  In  1995  the  top  corporate  lawyers  made  $2.8  million.  Fred  Bartlit 
Jr.,  the  orchestrator  of  George  Bush's  legal  strategy  in  the  Florida  re- 
count, made  more  than  twice  that  in  2000.  F 


$9.2  million 


13 


$4.5million 


7 


$15.6  millioi 


$4.2  million 


$4.3  millio 
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,  Gil  short! 
(f  holding.  If 
?ry  importajj 
ay  on  the 
ill  be  with 
iank  you  for" 


he,  someon- 

with  you  shortly  ThanF^ 
for  holding.  Your  busim 
business  is  very  important  to  us. 


EVER  NOTICE  HOW  THE  LONGER  YOU  W 


Piease  stay  on  the  line,  someone  will  be  with  you  shortly.  Than 
:one  will  be  with  you  shortly  Thank  you  for  holding.  Your  busini 
Thank  you  for  holding.  Your  business  is  very  important  to  us.  PI 
r  business  is  very  important  to  us.  Please  stay  on  the  line,  soi 
nt  to  us.  Please  stay  on  the  line,  someone  will  be  with  you  sh< 
!  line,  someone  will  be  with  you  shortly  [Thank  you  for  holding.]  Yc 


HE  BIGGER  THE  PROBLEM  SEEMS  TO  GET? 


Microsoft 


Great  Plains 

Business  Solutions 


FOR  EVERY  BUSINESS 
PROBLEM  THERE  IS  A 
MICROSOFT  GREAT  PLAINS 
BUSINESS  SOLUTION. 


SOLOMON 
ENTERPRIS 


CUSTOMER  RELATIONSHIP 
MANAGEMENT 


Judgment  Day 

PLAINTIFF  LAWYERS  |  They  are  the  folks  everybody  loves  to  hate- 
unless  they  represent  you.  Punitive  damages  are  their  friend,  tort 
reform  their  enemy,  by  michael  freedman 


GERALD  HOSIER 

$40  million 

DePaul  University  Law 

Who  would  have  guessed  a  patent  lawyer 
from  Las  Vegas  would  become  the  top- 
earning  attorney  in  the  country?  Hosier, 
60,  began  his  career  doing  pro  bono 
criminal  defense  work.  Since  the  early 
Nineties  his  meal  ticket  has  been  the  late 
Jerome  Lemelson,  an  inventor  with  hun- 
dreds of  patents,  including  bar-code 
scanner  technology.  Hosier  smacks  com- 
panies with  patent  infringement  suits. 
Last  year  he  recovered  $140  million  in 
settlements  from  such  companies  as 
Texas  Instruments  and  Pfizer.  He's  put 


together  a  collection  of  airplanes,  which 
he  flies  himself,  including  a  Czechoslova- 
kian  fighter  jet.  "I  didn't  do  it  to  get 
rich,"  he  insists,  "although  it  worked  out 
that  way." 

FRED  M.  BARON 


$21  million 

University  of  Texas  Law 

The  53-year-old  Baron  founded  Baron 
&  Budd  in  1977  and  made  a  fortune  in 
asbestos  cases.  His  wife  Lisa  Blue  and 
partner  Russell  Budd  led  the  Dallas  firm 
in  recovering  an  estimated  $150  million 
in  asbestos  claims  in  2000,  of  which  it 
kept  $45  million.  Baron,  who  prefers  to 
handle  other  toxic  tort  cases,  is  presi- 


dent of  the  Association  of  Trial  Lawy« 
of  America,  whose  political  action  con 
mittee  gave  $3.6  million  to  Democr; 
last  year.  He  and  his  firm  gave  anotr 
$700,000 — all  to  make  sure  tort  refot 
stays  buried. 


ULL 

$20.7  million 

University  of  Texas  L 

The  Houston  lawyer  collected  $345  m 
lion  in  fees  from  the  now  infamous  Te 
aco-Pennzoil  case  of  1987,  pushing  hi 
onto  FORBES'  list  of  the  400  wealthi. 
Americans  with  a  recent  net  worth 
$1.2  billion.  Jamail,  75,  keeps  his  ove 
head  low  with  just  half  a  dozen  lawye 
and  likes  to  settle  cases.  Last  yea 
biggest  victory:  a  $155  million  jud 
ment  for  a  small  Dallas-based  oil  coi 
pany  for  an  alleged  fraud. 

WILLIE  E.  GARY 


$12.1  million 

m  North  Carolina  Cent 

J&.  University  L 

n  This  self-proclaimed  "gia 
,  HHHs  killer"  is  best  known  foi 
T« -s^l/  $500  million  jury  verd 
^■^i^^  against  a  funeral  home  open 
tor  in  1995.  Last  year  Gary,  53,  based 
Stuart,  Fla.,  won  a  $240  million  ca 
against  Disney,  alleging  the  compa 
stole  an  idea  for  a  sports  theme  pai 
This  son  of  migrant  workers  flipp 
sides  last  year,  defending  Big  Sug 
against  charges  it  underpaid  migra 
workers.  Now  he's  representing  plai 
tiffs  in  racial  discrimination  cas 
against  deep  pockets  like  Coke,  Kod 
and  Microsoft. 

PHILIP  H  C0RB0Y 


$11.6  million 

Loyola  University  L 

His  firm  recovered  $154  million  in  se 
dements  in  greater  Chicago  last  year,  i 
eluding  $5.2  million  for  the  family  ol 
woman  killed  in  a  plane  crash  and  $: 
million  for  an  infant  who  suffered  bra 
damage  at  a  local  hospital.  Corboy, 
has  no  plans  to  retire.  "I  don't  play  g» 
well  enough,  and  I  don't  want  to  get  r 
hands  wet  fishing." 
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Ah  ,  the  power  of  e-business.  It  has  redefined 
geography  and  enabled  new  relationships 
with  an  entirely  new  cost  structure.  And  now, 
the  second  wave  is  here.  To  get  ahead,  you 
have  to  tap  into  brand  new  marketplaces. 

Cap  Gemini  Ernst  &  Young  can  take  your 
e-business  farther  We  will  help  you  compete 
on  a  variety  of  new  frontiers,  such  as  digital 


marketplaces,  extended  enterprises  and 
peer-to-peer  applications  If  your  company 
is  not  there,  where  exactly  is  it? 

As  one  of  the  top  global  management 
and  IT  firms,  we  are  the  world  leader  in 
developing  and  implementing  digital 


Cap  Gemini 
Ernst  &yovnG 


marketplaces  for  leading  sectors,  such  as 

automotive,  energy,  financial  services, 

aerospace  and  life  sciences.  In  fact,  Gartner, 

a  top  research  and  advisory  firm,  lists 

Cap  Gemini  Ernst  &  Young  as  a  leader  in  IT 

strategy,  planning  and  architecture  services* 

The  opportunities  to  create  are  out  there, 

but  are  you  listening  to  the  right  ones? 

www.cgey.com 
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ucky  Strike 

TOBACCO  LAWYERS  I  Cigarette  money  alone  put  these  ten  lawyers 
on  the  top-earning  list— and  it's  likely  to  keep  them  there  for  the  next 
25  years.  They're  using  the  booty  to  sue  HMOs,  chemical  companies, 
Firestone,  and  even  to  run  for  office,  by  michael  freedman 


RICHARD  SCRUGGS 

$29.5  million 

University  of  Mississippi  Law 

Scruggs,  54,  a  former  Navy  pilot  who 
I  works  out  of  Pascagoula,  Miss.,  made 
j  an  early  fortune  with  asbestos  suits  and 
j  pioneered  tobacco  litigation  in  the  mid- 
1990s  when  he  joined  with  Mississippi 
Attorney  General  Michael  Moore.  Re- 
sult: a  $246  billion  nationwide  settle- 
ment. In  the  process  he  developed  a 
j  new  form  of  legal  activism,  attempting 
to  change  public  policy  using  teams  of 
I  lawyers  aligned  with  government. 
"Companies  know  if  they  settle  piece- 
meal, every  lawyer  subsequent  to  the 
j  first  is  going  to  want  more  than  the  last 
j  guy  got,"  he  says.  "It's  like  being  nib- 
bled to  death  by  ducks."  Next  victim: 
I  HMOs,  target  of  a  tobacco-style  assault. 
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RONALD  MOTLEY 


(see  story,  p.  122) 

$18.75  million 

JOHN  0  QUINN 


4 


$16.5  million 

University  of  Houston  Law 

One  of  the  Big  Five  Texas  to- 
bacco lawyers,  O'Quinn,  59, 
earned  at  least  $40  million 
w  in  the  mid-Nineties  with 
breast-implant  litigation,  forc- 
ing Dow  Corning  to  file  for  bankruptcy. 
Last  year  his  tobacco  fees  were  pocket 
change  in  comparison  with  his  big  wins, 
which  include  $18  million  for  an  oil  re- 
finery burn  victim  and  a  reported  $9 
million  for  a  woman  who  claimed  fen- 
phen  caused  heart  damage.  His  total 
gross  earnings  in  2000:  $60  million. 


JOHN  EDDIE  WILLlAMiJJL^ 

$16.2  million 

Baylor  University  La 

i  A  member  of  the  team  of  Texas  tobacc 
lawyers,  Williams,  46,  also  represente 
the  family  of  a  man  killed  in  a  Phillip 
Petroleum  plant  explosion  and  last  yes 
won  a  $1 17  million  verdict.  Aside  fror 
his  firm's  annual  take  of  the  tobacco  fet 
(19%  of  Texas'  $3.3  billion  fee  award 
Williams  recovered  more  than  $150  mi 
lion  in  asbestos  litigation  last  year.  Raise- 
in  a  union  family — his  father  and  grant 
father  were  both  longshoremen — he's 
staunch  Democrat;  he  gave  $1.6  millio 
to  candidates  in  the  last  election. 

JOSEPH  F.  RICE 

$15  million 

University  of  South  Carolina  La 

Blame  Joe  Rice,  47,  if  tobacco  legal  fee 
seem  high.  A  partner  at  South  Carolina 
Ness  Motley  Loadholt  Richardson  ■ 
;  Poole,  he  negotiated  the  $246  billion  tc 
!  bacco  settlement.  Rice's  firm's  take — ap 
!  proximately  $2  billion  over  25  years- 
;  plus  millions  more  from  asbestos,  tox 
|  torts  and  medical  negligence  cases,  wi 
i  finance  litigation  against  the  lead  pair 
•  industry  (see  story,  p.  122),  Firestone  an 
i  other  deep-pocket  targets. 

MICHAEL  V.  CIBESI 

$14.4  million 

University  of  Minnesota  La 

On  most  days  he's  an  inte 
lectual-property  lawyer  wh 
runs  the  230-lawyer  Mir 
neapolis  firm,  Robins  Kapla 
iller  &  Ciresi,  with  blue-chi 
!  clients  like  Honeywell  and  Unocal.  Bi 
he's  best  known  for  winning  the  state 
$6.1  billion  tobacco  settlement,  wit 
legal  fees  hitting  $558  million.  There 
\  talk  Ciresi,  55,  might  use  part  of  his  tak 
to  make  a  run  for  the  Minnesota  govei 
j  nor's  office  in  2002. 

WALTER  UMPHREY 

$12.5  million 

Baylor  University  La 

Umphrey,  64,  head  of  a  54-lawye 
Texas-based  firm  with  offices  in  Wash 
ington,  Nashville,  Houston  and  Beat 


In  the  relationship  economy,  the  customer 
is  in  control.  If  you  do  not  meet  their  rising 
expectations,  at  every  step  of  the  way,  they 
will  find  someone  who  can.  How  can  you 
be  sure  to  make  all  the  right  connections? 
Go  deeper. 

Cap  Gemini  Ernst  &  Young  understands 
the  new  customer  and  can  help  you  relate 
on  a  more  intimate  level.  We  can  work  with 
you  to  define  the  most  effective  relationship 


management  strategies  and  then  help  you 
deliver  them.  Of  course,  even  the  best 
strategy  will  not  work  unless  you  have  the 
right  processes  and  technology  to  back  it  up. 
Rest  assured,  we  have  you  covered. 

With  over  60,000  people  worldwide, 


Cap  Gemini 
Ernst  &cYounG 


Cap  Gemini  Ernst  &  Young  is  one  of  the  top 
global  management  and  IT  consulting  firms. 
We  are  experts  at  connecting  customer 
relationship  management  to  supply  chain 
management  and  world-class  user  experiences. 
In  fact,  Gartner,  a  top  research  and  advisory 
firm,  lists  Cap  Gemini  Ernst  &  Young  as  one 
of  the  leading  providers  of  CRM  services? 

If  you  want  to  connect  with  the  new 
customer,  talk  with  us  first. 

www.  cgey  com 


MANAGEMENT    CONSULTING    —  SYSTEMS-TRANSFORMATION 


NFORMATION  TECHNOLOGIES 
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rnont,  led  the  team  of  Texas  tortsters  in 
the  tobacco  litigation.  His  work  repre- 
sent ing  450,000  oil  and  paper  union 
workers  has  netted  him  another  $20 
million  in  nontobacco  fees  last  year.  Big 
wins  include  a  $45  million  settlement 
for  a  Seattle  refinery  explosion  and  $10 
million  for  a  mill  explosion  in  northern 
Louisiana. 

WAYNE  REAUD 

$12.5  million 

Texas  Tech  University  Law 

Reaud,  53,  was  making  $26 
million  in  the  mid-Nineties 
when  he  gave  up  his  law 
firm  and  made  plans  to  move 
to  Mexico  to  do  missionary 
work  with  his  wife.  Then  the  Beaumont, 
Tex.  plaintiff  attorney  got  a  calling  of  a 
different  kind.  He  joined  the  five-mem- 
ber team  of  local  counsel  in  the  state's 
fight  against  tobacco.  "I  thought  the  rea- 


Boys  Will 
Be  Boys 

HIRED  GUN  |  When  you're  in 
trouble,  who  ya  gonna  call? 
Probably  this  guy.  by  nathan  vardi 

DAVID  BOIES 

$5  million 

Yale  University  Law 

America's  lone  ranger  lost  his  two 
biggest  cases  of  the  past  year.  The  result: 
George  W.  Bush  is  President  and  Nap- 
ster is  singing  the  blues.  Boies,  60,  is  the 
rare  attorney  who's  as  likely  to  bring 
class  actions  against  big  corporations  as 
he  is  to  defend  them.  He  got  a  $500  mil- 
lion settlement  for  his  art-buyer  clients 
from  Sotheby's  Holdings  and  Christie's 
International,  and  a  $400  million  deal  in 
a  price-fixing  suit  against  vitamin  mak- 
ers. The  man  who  took  on  Microsoft  is 
now  teaming  up  with  tobacco  attorney 
Richard  Scruggs  and  going  after  HMOs. 
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son  God  had  me  give  up  the  firm  when 
I  did  was  so  I  could  go  and  take  on  the 
tobacco  case,"  he  says.  Three  years  later 
Texas  won  $17.4  billion,  including  $3.3 
billion  in  legal  fees.  Rather  than  return 
to  religion,  the  victory  got  him  back 
into  being  a  lawyer.  Says  he:  "I  have  been 
privileged  and  blessed  to  make  a  lot  of 
money.*' 

HAROLD  NIX 

$10  million 

Baylor  University  Law 

Five  years  ago  Nix  pocketed 
W'  S27  million  from  compa- 

L„   nies  he  alleged  infected 
P^Bfly   3,300  Texas  factory  workers 
A    with  "chemical  AIDS."  The 
|  cases  petered  out  in  time  for  Nix,  62, 
to  take  on  tobacco,  bolstering  a  liabil- 
i  ity  and  negligence  legal  franchise  in 
the  plaintiff-friendly  east  Texas  town 
of  Daingerfield.  Nix's  firm,  Nix  Pat- 


terson &  Roach,  contributed  $850,00) 
to  Democratic  candidates  last  year.  Hi 
and  equal  partner  Cary  Pattersoj 
shared  80%  of  $20  million  more  ii 
nontobacco  fees  last  year. 

SUVI^JLtRMAM 

$10  million 

University  of  Chicago  La 

Berman,  46,  lobbied  attorneys  genera 
and  undercut  other  firms'  bids  to  get 
piece  of  the  tobacco  action.  His  firm,  Ha 
gens  Berman,  represented  14  states,  in 
eluding  Washington  and  Arizona,  an 
will  collect  an  average  $10  million  a  yea 
for  25  years.  Now  lead  counsel  in  a  clas 
action  alleging  Japanese  companies  lik 
Mitsubishi  Heavy  Industries  used  slav 
labor  during  World  War  II.  The  Seattl 
attorney  will  also  defend  Microso 
against  class  suits  spurred  by  the  feder; 
antitrust  case.  His  wife,  an  executive  ther 
reports  to  Microsoft  Chief  Steve  Ballme 


it  is  a  fact  of  life  You  either  evolve  or  wither 
away  The  same  goes  for  business  in  today's 
marketplaces.  Companies  are  living  organisms 
—  they  have  to  constantly  adapt  and  improve 
on  a  daily  basis.  Are  you  strong  enough  to 
stay  on  top  of  the  corporate  food  chain? 

Cap  Gemini  Ernst  &  Young  can  help 
transform  your  business  into  an  adaptive, 


knowledge-based  organization.  From  strategy 
to  business  processes  to  IT  infrastructure, 
you  will  learn  how  to  harness  change  and 
use  it  to  your  advantage. 

Why  team  up  with  us?  As  one  of  the  top 


Cap  Gemini 
Ernst  &YOUNG 


global  management  and  IT  consulting 
firms,  we  have  proven  experience  in 
helping  our  customers  transform.  In  fact, 
we  work  with  some  of  the  world's  most 
successful  companies,  including  two- 
thirds  of  the  world's  industry  leaders. 

Once  you  learn  to  evolve,  you  can  survive 
in  any  environment. 

mwv.cgey.com 
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Policy  Pushers 

STS  |  With  a  probusiness  Administration  in  the  White  House, 
this  year  is  shaping  up  as  a  super  year  for  Washington's  lawyer- 
lobbyists.  As  if  they  didn't  have  enough  work,  by  john  turrettini 


Who,  me? 
A  Democrat? 
Tom  Boggs. 


THOMAS  HALE  BOGGS  JR. 

$2.8  million 

Georgetown  University  Law 

Superlobbyist  Boggs,  60,  son  of  the  late 
House  Speaker  Hale  Boggs  and  brother 
of  ABC's  Cokie  Roberts,  counts  Wal- 


Mart,  Bristol-Myers  Squibb  and  United 
Airlines  as  clients.  A  Democrat,  Boggs 
won't  be  hurting  in  a  Republican  Wash- 
ington— he's  hired  a  raft  of  GOPers,  in- 
cluding former  Bush  campaign  general 
counsel  Benjamin  Ginsberg.  Indeed,  in 


Lords  of 
The  Ring 

DIVORCE  LAWYERS  |  If  you 
want  these  folks,  expect  to  pay 
the  nation's  highest  hourly  fees- 
above  $600.  BY  DOUG  DONOVAN 

OUL  FELDER 


New  York  University  Law 

Manhattan's  media-mongering  divorce 
lawyer  admits  this  about  his  celebrity 
reputation:  "Most  lawyers  hate  me." 
He's  right.  His  current  client  roster  in- 
cludes New  York  Mayor  Rudolph  Giu- 


liani and  the  mother  of 
Rolling  Stone  Mick  Jag- 
ger's  new  son.  With  a 
$600  hourly  fee  and  some 
3,000  hours  billed  a  year, 
the  65-year-old  Felder 
can  afford  to  collect  Pi- 
cassos  and  Holocaust 
memorabilia.  Detractors? 
"They're  jealous." 

SORRELL  TROPE 


University  of  Southern  California  Law 

Trope,  73,  lays  low  with  the  press,  but 
his  $650  hourly  fee  is  at  the  top  for  mat- 
rimonial work.  His  clients  are  Holly- 
wood actors,  directors  and  producers, 
including  Cary  Grant,  Nicholas  Cage, 
James  L.  Brooks — and  billionaire  Henrv 


March  an  oil  industry  consortiui 
tapped  his  firm  to  land  Big  Oil  its  mo 
coveted  prize:  access  to  Alaska's  Arct 
National  Wildlife  Refuge.  You  knoi 
they  know  who  holds  the  keys  to  tl 
kingdom. 

JOEL  JANKQWSKY 

$2  million 

University  of  Oklahoma  La 

The  57-year-old  Jankowsky,  also 
Democrat,  heads  up  lobbying  for  til 
powerhouse  firm  Akin,  Gump,  Strau$ 
Hauer  &  Feld.  He's  specializing  in  aj 
ing  companies  looking  for  solace  froi 
Uncle  Sam.  Examples:  energy  concei 
PG&E  and  exploding-tire  mak< 
Bridgestone/Firestone.  Jankowsky  al) 
handles  AT&T,  Nasdaq  and  the  Motic 
Picture  Association. 

JOHN  MERRIGAN 

$2  million 

Loyola  University  L; 

Yet  another  Democrat,  tl 
53-year-old  Merrigan  is  bo 
stering  his  GOP  practice.  Sin 
February  he  has  hired  three  s) 
nior  congressional  Republican  staffei 
Big  names  on  Merrigan's  client  rost 
include  Merrill  Lynch,  Citigroup  and  t 
Mexican  Senate. 


Yuen.  He  bills  some  1,7( 
hours  at  his  24-attorney  L 
Angeles  firm. 

ANIEL  JAFFE 

$1.5  million 

UCLA  L 

Dubbed  the  hottest  divot 
attorney  in  Los  Angek 
Jaffe's  nine-lawyer  firm  h 
represented  the  wives 
media  mogul  Rupert  Mt 
doch  and  Titanic  direct 
James  Cameron.  The  bulk  of  his  die 
tele  are  businesspeople  with  estates 
more  than  $10  million.  "We're  too  e 
pensive  to  handle  low-income,  lo} 
asset  cases,"  he  says.  Jaffe,  63,  is  takil 
on  Trope  by  representing  producer  Ji 
Brooks'  wife. 
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Who  says  you  have  to  go  with  the  flow? 

Who  says  you  can't  build  a  merchant  power  plant  in  less  than  a  year? 
Who  says  you  can't  turn  solid  waste  into  a  viable  energy  source? 
Who  says  power  plants  and  the  environment  can't  co-exist? 
When  others  say  why,  we  say  why  not. 
At  Duke  Energy,  we  didn't  become  a  global  energy  leader  by  going  whichever  way  the  wind  blows. 

We  fly  in  the  face  of  rigid  paradigms. 
We're  creating  a  new  source  of  energy. 

The  power  of  courage.  Of  innovation.  Of  going  against  the  norm. 
The  wind  of  change  will  always  blow. 

It  causes  some  to  bend.  Others  to  topple  over 
At  Duke  Energy,  it  helps  us  soar. 

^Duke 
u0  Energy 

we  generate  what's  next" 


1-800-use-duke  |  www.duke-energy.com 
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White  Shoe  Gladiators 

QRPORATE  LAWYERS  |  Dealmakers  and  litigators  who  represent 
companies  flourished  during  the  boom.  Tough  times  loom,  but  that 
means  bankruptcies,  buyouts  and  class  actions,  by  nathan  va'rdi 


FRED  BARTLIT  JR 


yW  llllll 


University  of  Illinois  Law 

This  West  Point  grad  is  perhaps  Amer- 
ica's hardest-working  trial  lawyer — 5 1 
weeks  in  the  courtroom  in  the  last  three 
years.  Bartlit,  68,  usually  defends  big 
companies  such  as  DuPont,  United 
Technologies  and  Reebok,  but  in  recent 
years  he  has  also  sued  on  behalf  of  cor- 
porations, mostly  on  intellectual  prop- 
erty matters.  Bartlit  refuses  to  bill  by  the 
hour,  instead  charging  by  the  result. 
Based  in  Chicago  and  Denver,  he  guided 
President  Bush's  legal  effort  in  Florida's 
disputed  election.  Now  representing 
Micron  in  patent  litigation  against 
Rambus. 


Bartlit,  multitasking  as  always. 


LARRY  W.  S0NS1NI 


$5.4  million 

UC  Berkeley-Boalt  Hall  Law 

Sonsini  is  high  tech's  attor- 
ney of  choice,  heading  an 
800-lawyer  machine  in  Palo 
Alto  that  did  44  initial  public  of- 
ferings in  2000  alone,  including  Agilent 
and  Palm  spinoffs.  The  tech  bust  is  mak- 
ing it  harder — the  firm  canceled  its  an- 
nual Pebble  Beach  bash.  Sonsini,  60,  sits 
on  six  public  boards,  including  Pixar's. 

MARTIN  LIPTON 

$4.5  million 

New  York  University  Law 

I  The  69-year-old  workhorse  at  New 
I  York's  Wachtell,  Lipton,  Rosen  &  Katz 


refuses  to  slow  down:  "I  will  never  r 
tire."  He  established  his  reputation 
fending  companies  from  hosti 
takeovers,  inventing  the  poison  pill 
fense.  Today  he  handles  friendly  mer 
ers.  Recently  put  together  Tribune  Ca 
$8  billion  buyout  of  Times  Mirror. 

HERB ERT  W A CHTELL 

$4.5  million 

New  York  University  L. 

The  litigator,  68,  spends 
of  his  time  defending  Phi 
Morris,  which  means 
often  defends  the  entire 
bacco  industry.  He  beat  su 
trying  to  recover  billions  in  health  Cc 
costs  filed  by  unions,  insurance  comr 
nies  and  foreign  governments.  Help 
Jeffrey  Katzenberg  score  his  S270  m 
lion  settlement  in  contract  dispute  w 
Disney. 

PHILIP  BECK 


$4.5  million 

Boston  University  L 

Beck  got  oodles  of  TV  time  when 
fought  Gore's  attempt  to  recou 
Florida  ballots.  The  50-year-c 
Chicagoan  is  now  defending  Alp 
Therapeutic  against  wrongful  dec 
and  personal  injury  suits  brought 
hemophiliacs. 

ROGER  AARON 

$4.5  million 

Yale  University  L 

Aaron,  58,  has  taken  the  reins  from  1 
end  Joseph  Flom  and  now  heads 
corporate  practice  at  New  York's  Sk; 
den,  Arps,  Slate,  Meagher  &  Flom, 
nation's  largest  law  firm  ( 1,600  law) 
and  over  SI  billion  in  revenues).  Aai 
represented  Mobil  Oil  in  its  $80  bill 
merger  with  Exxon.  Does  work  for 
hemoths  like  Compaq  Computer. 

RICHARD  KATCHER 

$4.2  million 

New  York  University  I 

Katcher,  59,  has  worked  on  every  mc 
AT&T  transaction  in  the  last  decade, 
eluding  the  $55  billion  deal  for  .\ 
diaOne  and  the  S60  billion  TCI  acqu 
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IF  IT'S  MADE  IN 


IPS  MADE  IN  THE  USA 


And  not  only  do  we  offer  the  Made  in  the  USA  advantage,  we  also  offer  a  perfect 
climate  for  your  business: 

►  Effective  tax  rate  as  low  as  2%  and  a  maximum  of  7% 

►  Highly  educated,  bilingual,  available  workforce  and  managers 

►  Advanced  infrastructure,  rivaling  that  of  any  other  U.S.  jurisdiction 

►  Full  expensing  of  investment  in  machinery  &  equipment 

►  Fastest  permitting  process  in  the  United  States 

►  Beautiful  climate  all  year  round  and  enviable  quality  of  life 

Call  your  perfect  business  partner,  the  Puerto  Rico  Industrial  Development  Company, 
today.  We  will  prove  that  Puerto  Rico  really  means  business! 


GOVERNMENT  OF  PUERTO  RICO 

Puerto  Rico  Industrial  Development  Company 

www.pridco.com  1-888-5-PRIDCO 


Which  best  describes 
the  systems  integration  project 
you're  considering? 


If  you're  considering  a  project  that's 
likely  to  keep  you  up  nights,  there's 
something  you  should  know: 

Us. 

At  AMS  we've  managed  eBusiness, 
IT,  and  systems  integration  projects  of 
intimidating  complexity  for  over  thirty 
years.  And  we've  done  it  so  successfully 


that  Forbes* Magazine  has  named  us  one 
of  the  best-performing  big  companies  in 
the  U.S. 

For  two  years  in  a  row. 

So  if  you're  in  the  process  of  talking 
to  consultants,  we  hope  you'll  contact  us. 

Because  you  can  be  sure  of  one  thing. 

You'll  be  in  good  hands. 


am5 

Industrial 
strength  IT 


ams.com 


ion.  Now  handling  the  proposed 
ireakup.  Other  work  for  this  Wachtell, 
.ipton  lawyer:  represented  Monsanto  in 
23  billion  acquisition  by  Pharmacia. 

BERNARD  NUSSBAUM 

$4.2  million 

Harvard  University  Law 

Another  Wachtell,  Lipton 
1^  lawyer,  but  this  one  has 
■~£Jm  more  of  a  political  bent. 

Nussbaum,  64,  represented 
*  boxer  Oscar  De  La  Hoya  in  a 
Sispute  with  HBO,  getting  an  injunction 
llowing  him  to  fight  in  March.  While 
Vhite  House  counsel,  he  advised  Bill 
"linton  against  appointing  an  indepen- 
ent  investigator.  He  was  later  forced 
ut  of  his  job  amid  the  Whitewater 
lquiry. 

>ETER  ATKINS 

$4  million 

Harvard  University  Law 

itkins,  57,  a  Skadden  Arps  lawyer,  spe- 
ializes  in  big-time  mergers  and  acqui- 
itions.  He's  representing  Honeywell  in 
iE's  $45  billion  proposed  purchase  of 
lie  company.  He  negotiated  for 
Varner- Lambert  when  it  was  bought  by 
fizer  for  $84  billion.  His  most  famous 
Lie:  conducting  the  1988  RJR  Nabisco 
uction  that  led  to  the  $25  billion  buy- 
ut  by  Kohlberg  Kravis  Roberts. 

IQNALD  SCOTT 

>4  million 

Yale  University  Law 
tea  |k    Here's  a  trial  attorney  who 
doesn't  always  rush  to  settle 
^  pSK  tough  cases.  Last  year  he 
L  Aw?*    successfully  defended  XI  ln- 
dustries  in  a  lead  paint  liability 
ise.  He  expects  to  be  back  in  court  de- 
eding the  company  soon  in  personal- 
ljury  and  property-damage  suits. 

ILJULBfiJiLCJlJlllL 

»4  million 

Harvard  University  Law 

there's  a  banking  deal  out  there 
lances  are  this  56-year-old  Sullivan  & 
romwell  lawyer  is  involved.  Lately  that 
leant  putting  together  UBS'  $12.4  bil- 


A  SMILE  AND  A  FROWN 


www.flexjet.com 


SOUND  EXACTLY  THE  SAME 
OVER  A  SPEAKERPHONE 


Some  things  just  can't  be  communicated  over 
fiber  optic  cable.  A  Learjet®  or  Challenger® 
business  jet  from  Flexjet  enables  the  modern 
CEO  to  capitalize  on  the  kind  of  face-to-face 
interaction  that  moves  business  forward.  We 
offer  the  most  complete  range  of  latest 
technology  aircraft  available  today.  So  while 
there  may  be  other  options  to  Flexjet,  there 
can  only  be  one  choice.  Flexjet.  For  more 
information  on  the  many  affordable  benefits 
of  fractional  ownership  and  our  unprecedented 
level  of  personal  service  and  attention  to 
detail,  call  1-800-FLEXJET. 


FLEXJET 

we  build  the  aircraft 


"Not  much.  What's  new  with  you?" 


Illustration  by  Bernard  Schoenbaum  ®200l  DitiMtThink,  Inc  All  rights  reserved 
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Skaddcn  Arps.  She's  currently  defer 
ing  Aventis  against  accusations  it  si 
corn  products  that  were  not  appro 
for  human  use.  Birnbaum  won  a  I 
Supreme  Court  decision  that  knocl* 
down  attempts  to  claim  emotioi 
damages  for  exposure  to  harmful  si 
stances  before  symptoms  have  aris> 
She  was  a  dean  at  NYU  law  school. 

ROBERT  D.  JOFFE^ 


lion  deal  for  PaineWebber.  Helped  lead 
the  charge  for  the  repeal  of  Glass-Stea- 
gall,  the  law  prohibiting  banks  from 
owning  brokerages.  Pioneered  bank  ac- 
quisitions of  mutual  funds  with  Mellon's 
purchase  of  Dreyfus. 

BENJAMIN  STAPLETON 

$3.8  million 

Yale  University  Law 

Dealmaking  cowboy  at  Sullivan  & 
Cromwell.  At  58,  he  heads  the  most  pro- 


ficient M&A  practice  in  America — I4l 
deals  in  2000  worth  $658  billion.  He  put 
together  SBC  Communications'  $72  bil- 
lion deal  for  Ameritech.  Owns  a  Col- 
orado ranch  where  he  rides  horses. 

SHEILA  BIRNBAUM 

$3.8  million 

New  York  University  Law 

The  61 -year-old  Bronx-born  litigator  is 
regarded  as  the  leading  product  liability 
defense  attorney,  heading  70  lawyers  at 


$3.6  million 

Harvard  University  L 

He  is  the  first  litigator  to  head  149- ye 
old  Cravath,  Swaine  &  Moore.  He  sp 
most  of  the  past  year  pushing  the  $ 
billion  AOL  Time  Warner  merger  p 
regulators.  Cravath  had  a  contingei 
arrangement:  $35  million  if  the  d 
went  through,  less  than  half  that  i 
didn't.  "It  ruined  my  life,  but  in  a  flas 
would  do  it  again,"  says  Joffe,  57.  H 
died  Time's  purchase  of  Turner  in  19 

JEFFREY  SAPER 

$3.5  million 

New  York  University 

Saper,  53,  is  aide  de  camp  to  Larry  S« 
sini  and  has  been  involved  in  200  ini 
offerings — more  than  his  mentor,  L 
the  architect  of  the  $75  million  Infc 
Technologies  listing,  the  first  U.S.  IPC 
an  Indian  company.  Bear  market  is 
doing  much  of  his  work.  Client  Web' 
is  on  verge  of  Nasdaq  delisting.  A 
for  Proxim,  another  client,  to  buy 
topia  fell  apart. 


J 


Bigger 
Than  the 
Beatles? 

ENTERTAINMENT  LAWYERS  | 
Not  quite,  but  they  put 
the  megadeals  together. 

BY  MICHAEL  FREEDMAN 
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ALLEN  GRUBMAN 

$10  million 

Brooklyn  Law 

The  undisputed  king  of 
Tl  music  entertainment  law 
ffl  started  his  firm  27  years  ago 
r  with  a  telephone  and  a 
^  bridge  table.  By  1995  he  was 
earning  $5  million  a  year,  with  20 
lawyers.  Today  Grubman,  58,  repre- 
sents top  stars  like  Madonna,  Ricky 
Martin,  Shania  Twain,  Elton  John  and 
Jennifer  Lopez.  With  35  lawyers  work- 
ing for  him,  his  New  York  City  practice 


has  expanded  into  other  kinds  of  t 
ent,  taking  on  Martha  Stewart  a 
fashionistas  like  Tommy  Hilfiger  a 
Vera  Wang. 

HARRY  (SKIP)  BRITTENHAM 

$6.5  million 

UCLA  L 

His  Los  Angeles  law  boutique,  c 
founded  with  Kenneth  Ziffren  in  19 
is  the  largest  of  its  kind.  Both  men  1 
well-known  Hollywood  entertainmi 
firms.  Their  first  clients  were  produc 
of  hit  shows  like  Happy  Days  and  J 


SONIA  MOSKOWITZ     GLOBE  PHOTOS 


verne  &  Shirley.  Now,  while  Ziffren 
takes  care  of  the  corporate  side,  with 
clients  like  DirecTV  and  the  National 
Football  League,  the  59-year-old  Brit- 
tenham's  list  of  80-plus  clients  in- 
cludes some  blockbuster  names:  Har- 
rison Ford,  Eddie  Murphy,  Bruce 
Willis,  Miramax  founders  Bob  and 
Harvey  Weinstein  and  Revolution 
Studios  founder  loe  Roth. 

JOHN  BRANCA 

$6.5  million 

UCLA  Law 

He  was  hooked  after  his 
high  school  band  opened 
for  the  Doors  at  a  Los  An- 
geles club.  He  abandoned 
a  humdrum  job  as  a  corpo- 
rate and  tax  attorney  to  represent 
rock  stars.  The  Beach  Boys  were  an 
early  client.  "This  is  unbelievable," 
Branca,  49,  recalls  thinking.  "I'm  sit- 
ting in  a  room  with  Brian  Wilson  and 
he  wants  my  opinion."  A  partner  at 
Ziffren,  Brittenham,  Branca  &  Fischer, 
his  client  roster  ranges  from  classic 
rockers  like  Carlos  Santana  and  Aero- 
smith  to  younger  acts  like  the  Back- 
street Boys  and  Limp  Bizkit.  It's  never 
been  more  lucrative,  with  15  bands 
selling  more  than  20  million  records 
sach.  His  cut:  5%  of  all  record  con- 
tracts. Hobby:  collects  Mickey  Man- 
tle baseball  cards.  F 


ACKNOWLEDGMENTS 

Altman  Weil,  Inc.;  American  Tort  Reform 
Association;  Association  of  Trial 
Lawyers  of  America;  Campaign  for 
Tobacco-Free  Kids;  Center  for 
Responsive  Politics;  Cook  County  Jury 
Verdict  Reporter;  JAS  Publications, 
Jury  Verdict  Research;  June  Eichbaum, 
Heidrick  &  Struggles;  Wendeen  H.  Eolis, 
Eolis  International  Group;  Hildebrandt 
International;  Randall  Jamail,  Justice 
Records;  Peter  Kelso,  Mealey's 
Asbestos  Litigation  Report;  Lynn  Mestel, 
Mestel  &  Co.;  Jim  Newman,  Securities 
Class  Action  Services. 


Few  people  can  make  decisions  that  are  as  good  for  the 
environment  as  they  are  for  business. 

You  happen  to  be  one  of  them. 

You  make  the  decisions  that  improve  your  organization's  And  that  impresses  people  everywhere,  from  the  school 

bottom  line.  Energy  Star*  makes  it  easier.  The  Energy  Star  board  to  the  state  capital.  More  than  700  leaders  in 

label  on  your  buildings  tells  the  world  that  you  are  government  and  education  already  reap  the  benefits 

committed  to  superior  energy  performance  and  fiscal  of  participating  in  Energy  Star.  You 

responsibility.  That  commitment  not  only  frees  up  ..an  too.  Call  1-888-STAR-YES 

operating  funds  but  also  helps  prevent  air  pollution  or  visit  energystar.gov. 


Money  Isnl  All  You're  Saving 


Energy  Star  is  sponsored  by  ihe  U  S  Environmental  Protection  Agency  and  the  U  S.  Department  of  Energy 


registered  mark 


"Miller,  before  you  leave  for  the  day, 
would  you  mind  getting  our  60,000  employees 
worldwide  up-to-speed  on  whatever's  going 
on  around  here... thank  you." 


Illustration  by  Frank  Cotham  ©  2001  DigiUlThinfe,  Inc  All  rights  reserved 


Share  Scare 

Chief  executives  are  stuffing  their  pay  packages  with  shares  that  wil 
allow  them  to  profit  even  if  investors  don't.  This  is  not  a  bullish  sign 
from  corporate  bigwigs:  They  must  expect  things  to  get  worse. 


BY  BERNARD  CONDON 

FOLLOW  THE  MONEY,  ESPECIALLY  THAT  OF  MARC 
Bell.  That's  the  conclusion  Wall  Street  drew  about 
Globix,  a  Web-hosting  company  whose  stock 
began  falling  after  the  33-year-old  chief  executive 
unloaded  a  quarter  of  his  shares  a  year  ago.  The 
move  suggested  that  the  head  guy  lacked  confi- 
dence in  his  company's  prospects.  Deepening  red 
ink  and  the  market's  Web-o-phobia  have  knocked  95%  off 
Globix,  to  a  current  $3  per  share. 

Well,  then  what  should  we  make  of  the  $6  million  worth 
of  free  Globix  shares  the  company  recently  gave  Bell,  the 
first  time  it  has  granted  such  an  award?  Is  it  a  bullish  sign  for 
Globix? 

Called  restricted  stock,  these  things  vest  in  four  years — 
meaning  all  he  has  to  do  is  stick  around  to  benefit,  assuming 
that  the  company  survives.  If  he  had  gotten  stock  options, 
he'd  at  least  have  had  to  shell  out  some  money  to  exercise 


they  are  falling  in  love  with  restricted  stock.  Absent  a  ban 
ruptcy  filing,  it's  worth  something  even  if  the  stock  go 
nowhere. 

Joseph  Bachelder,  a  New  York  lawyer  who  represents  ch; 
executives  in  negotiations  over  pay,  helped  design  a  precurs 
to  restricted  shares,  called  performance  shares,  as  the  mark 
headed  into  its  last  big  bearish  spell.  No  surprise,  they  soc 
replaced  options  as  the  favored  stock  award.  "Restrict) 
shares  are  back  because  people  are  uncertain  how  fast  we 
pull  out  of  this  bear  market,"  he  says.  "The  increase  is 
much  a  comment  on  stocks  in  general  as  on  individu 
companies." 

Graef  Crystal,  a  former  pay  consultant  and  curre 
Bloomberg  columnist,  puts  the  matter  more  colorfull 
"With  restricted  stock  you  just  have  to  breathe  18  timee 
minute  to  make  a  profit." 

Is  there  any  reason  why  shareholders  should  like  r 
stricted  stock?  Just  a  tiny  one — the  accounting  is  more  ho 


An  ominous 


them.  With  the  restricted  stock,  he  doesn't  even  have  to  meet 
any  performance  objectives  to  benefit.  Bell  has  it  easy. 

"This  is  heads  I  win,  tails  you  lose,"  says  Mary-Ellen 
Robinson,  an  analyst  at  Proxy  Monitor,  an  investment  ad- 
viser critical  of  share  dilution  from  Globix's  stock  plan.  "Bell 
is  getting  rewarded  for  tenure,  not  results."  The  company 
says  it  needed  to  preserve  options  set  aside  in  its  stock  plan 
for  future  hires,  and  that  the  S2.4  million  Bell  spent  exercis- 
ing old  options  since  December  shows  confidence  in  Globix's 
future.  Wall  Street  remains  unimpressed,  and  the  stock  hasn't 
moved  much. 

When  stocks  were  rising,  executives  liked  options.  Now 


ZDs  be 


est  for  this  benefit  than  for  option  grants.  Compensation 
the  form  of  free  shares  has  to  be  deducted  along  with  oth 
operating  expenses  in  determining  net  income.  The  quai 
rules  for  accounting  allow,  in  contrast,  compensation  in  t 
form  of  option  payouts  not  to  be  booked  as  an  expense. 

Management  may  like  restricted  stock  programs  becau 
shareholders  are  more  likely  to  swallow  them.  When  a  cor 
pany  lowers  the  exercise  price  on  options,  letting  executh. 
be  rewarded  for  failure,  you  usually  hear  howls  of  prott 
from  the  corporate  governance  watchdogs.  Thus  far,  r 
stricted  stock  hasn't  aroused  as  much  interest.  These  fr 
shares  have  been  granted  for  years  at  many  companies,  ai 
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Executive  Compensation 


so  increases  don't  always  jump  out  at  investors. 

So  what  does  the  sudden  appearance  of  a  restricted  stock 
award  say  about  a  company?  It  surely  isn't  an  optimistic  sign. 

A  quick  look  at  a  proxy  can  often  make  investors  think 
twice  about  otherwise  bullish  signals  from  insiders.  Take 
MBNA,  for  example.  The  longtime  chief  executive  of  this 
credit  card  company,  Alfred  Lerner,  has  never  sold  a  share. 
But  he  has  been  getting  more  and  more  restricted  stock  over 
the  past  few  years.  Last  year  Lerner  got  $11  million  worth, 
nearly  double  the  value  from  the  previous  year.  He  was 
granted  another  $11  million  worth  this  year,  too.  The  com- 
pany says  that  both  awards  were  for  MBNA's  stunning  40% 
compound  annual  return  over  the  past  ten  years  and  that 
Lerner  is  "extremely  confident"  in  the  business. 

Maybe  so.  But  we're  in  the  midst  of  an  economic  slow- 
down, and  cardholders  often  respond  by  skipping  their 
monthly  payments.  For  investors  the  telling  detail  may  be 
how  Lerner's  pay  package  has  shifted.  His  restricted  stock  last 
year  was  worth  even  more  than  the  options  he  received,  as 
valued  by  the  Black-Scholes  pricing  model.  The  freebie  shares 
comprised  63%  of  the  total  stock  portion  of  his  pay,  up  from 
37%  a  year  earlier. 

CVS  is  another  highflier  whose  proxy  should  raise  eye- 
brows. The  drug  retailer,  which  is  trading  at  31  times  earn- 
ings, gave  Chief  Executive  Thomas  Ryan  $5.5  million  worth 
of  restricted  stock  last  year.  That  equaled  66%  of  his  stock 


pay.  The  company  says  that  the  grant  is  part  of  a  new  p 
gram  to  retain  key  executives  in  a  "competitive  industi 
The  shares  vest  after  four  years. 

And  Citigroup?  Although  you  can't  quibble  with  his 
markable  record,  Citi's  Sanford  Weill  got  $9  million  in 
stricted  stock  last  year  as  he  still  worked  to  stitch  together  Tr 
elers  and  Citibank.  To  the  company's  credit,  Weill  had  to  m 
performance  targets — 10%  annual  return  on  equity,  for 
stance — before  he  was  granted  the  shares.  The  award,  part  c 
bonus  and  vesting  in  three  years,  reflects  past  success  only. 

Or  are  they  also  a  comment  on  the  future?  Vance  Co 
man,  the  chief  executive  of  Lockheed  Martin,  got  $1.9  n 
lion  in  restricted  stock  last  year.  This  was  in  recogniti' 
Lockheed  says,  of  the  55%  bounce  in  the  shares  last  year.  T 
is  the  first  such  grant  to  a  top  executive  since  the  comp; 
was  formed  in  1995. 

Should  new  chief  executives  get  large  grants?  PNC  Fin; 
cial  gave  $3.9  million  of  restricted  stock  to  James  Rohr,  w 
became  the  boss  last  year.  His  options  were  worth  $2.8  milli 
according  to  Black-Scholes.  The  free  shares  vest  in  three  ye; 
The  award  to  Rohr  was  the  bank's  first  grant  of  its  kind  t 
chief  executive  in  13  years,  but  PNC  insists  it  is  not  a  bear 
signal.  The  package,  it  says,  is  similar  to  those  at  competitoi 

In  other  words,  everybody's  doing  it.  Isn't  that  the  just 
cation  that  shareholders  heard  for  those  lavish  option  pa 
ages  in  earlier  years? 


Silent  Bailout 

Corporate  chieftains  with  big  equity 
stakes  are  supposed  to  suffer  right 
along  with  investors  in  a  down 
market,  right?  Not  always,  thanks  to  a 
creative  and  fairly  obscure  financial  in- 
strument known  as  an  exchange  fund. 

In  recent  years  many  executives,  in- 
cluding Intel  cofounder  Andrew  Grove 
and  Executive  Vice  President  Leslie 
Vadasz,  appear  to  have  jumped  into  these 
funds.  An  exchange  fund  is  a  private  part- 
nership that  allows  individuals,  often  in- 
siders, to  swap  a  portion  of  their  com- 
pany stock  for  a  partnership  interest  in  a 
diversified  portfolio  of  equities  pooled 
with  other  contributors.  When  the  bas- 
ket of  securities,  usually  managed  by  an 
investment  bank,  is  liquidated  years  later, 
the  proceeds  are  divided  up  among  the 
limited  partners  in  the  fund. 

Once  upon  a  time  ordinary  folk  could 
do  a  tax-free  exchange  of  a  few  hundred 
shares  of  appreciated  stock  by  tossing 
them  into  a  retail  exchange  fund.  That 


loophole  has  long  since  been  closed.  But 
it  remains  an  option  for  privately  offered 
partnerships  open  only  to  big  investors. 
Capital  gains  taxes  are  not  triggered  until 
the  fund  is  liquidated.  It  is  great  for  a  chief 
executive  who  wants  to  postpone  taxes 
and/or  avoid  the  appearance  of  losing 
faith  in  his  company. 

Exchange  funds  have  been  used  as  a 
tax  dodge  for  the  very  rich  since  the 
1960s,  and  now  are  peddled  by  big  names 
like  Goldman  Sachs,  Merrill  Lynch,  Sa- 
lomon Smith  Barney  and  Bessemer  Trust, 
but  their  popularity  swelled  with  the  ris- 
ing Nasdaq.  Dollars  in  exchange  funds 
jumped  from  an  estimated  $5  billion  in 
1999  to  $12  billion  by  early  2000,  but  the 
figure  was  likely  far  higher  at  year-end. 

Alert  investors  would  be  hard- 
pressed  to  dig  up  a  paper  trail  showing 
top  managers  whittling  away  at  their 
company  shares.  The  Securities  &  Ex- 
change Commission  doesn't  pay  much  at- 
tention to  exchange  funds.  Corporate  in- 
siders are  required  to  file  a  Form  4  with 
the  SEC  indicating  a  change  in  ownership 
status.  But  most  forms  ask  for  only  the 


barest  details,  making  it  impossible  to  c 
cover  whether  executives  are  toss 
their  shares  into  a  private  corporation 
in  the  case  of  exchange  funds,  swapp 
them  for  stakes  in  other  companies. 

Of  the  dozens  of  forms  FORBES 
viewed,  only  one,  for  Intel's  Vadasz,  idt 
tified  and  named  his  exchange  fund. 
March  2000,  just  before  the  tech  crc 
began,  he  contributed  48,042  comrr 
shares  worth  $7  million  (out  of  a  tc 
$410  million).  Intel  has  since  fallen  by  h 

Insiders  who  use  these  funds  risk  n 
ing  some  eyebrows  in  the  boardroom,  s; 
David  Hofrichter,  a  partner  in  the  execul 
compensation  practice  of  Unifi  Networt 
unit  of  PricewaterhouseCoopers  At  c 
of  his  client  firms,  three  senior  execute 
approached  the  board  and  asked  perrr 
sion  to  place  some  of  their  shares  in 
exchange  fund.  Not  if  you  want  to  ke 
your  jobs,  they  were  told. 

"These  guys  are  paid  in  stock  becai. 
it  aligns  their  interests  with  shareholder 
says  Hofrichter.  "This  says:  'I'm  no  lonj 
in  alignment  with  you.  I'm  more  out  for 
own  good . "'  —  Carleen  Ha 
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Executive  Compensation 


Margin  Call  I 

Executives  who  borrowed  from  their  employers  to  get 
rich  have  learned  that  leverage  works  both  ways. 


BY  JOANNE  GORDON 

FORMER  EMPLOYEES  OF  COMDISCO  CALL  IT  THE 
nightmare  executive  perk.  Three  years  ago  the  Rose- 
mont,  Ill.-based  technology  services  firm  set  up  a 
program  to  let  some  150  managers  borrow  money 
from  a  bank  to  buy  shares.  One  hundred  and  six 
bullish  employees,  including  former  chief  executive  Nicholas 
Pontikes,  took  out  five-year  loans  averaging  $1  million  apiece 
at  about  6%  interest,  all  backed  by  the  Comdisco  stock. 

But  the  firm  hiccupped  badly,  losing  $67  million  last  year 
on  $3.9  billion  in  sales  after  excessive  losses  in  its  venture  leas- 
ing arm  and  an  effort  by  Pontikes  to  enter  the  high-speed  In- 
ternet access  business.  With  the  stock  down  to  $2.34  from 
$21  in  1998,  many  managers  are  facing  financial  ruin. 
Comdisco  guaranteed  all  the  loans  and  the  company  is  on 
the  hook  to  the  bank  if  an  employee  defaults.  Comdisco  won't 
comment  on  whether  it  would  go  after  an  employee  in  turn. 


"Some  of  these  guys  are  just  being  hung  out  to  dry.  A  lotl 
are  going  to  declare  personal  bankruptcy  so  the  bank  will  not| 
come  after  them,"  says  one  manager  who  participated  in  the: 
loan  program  but  spoke  on  the  condition  of  anonymity. 

The  Comdisco  nightmare  underscores  the  dark  side  of  am 
increasingly  common  pay  perk:  the  right  to  borrow  againstl 
stock  either  to  buy  shares  or  to  exercise  option  grants.  Ini 
1999  executive  borrowing  plans  were  a  feature  at  14%  of  the1 
214  companies  tracked  by  benefit  consultants  William  M.; 
Mercer,  up  from  8%  five  years  earlier. 

Some  of  these  loans  are  tied  to  insider  shares  at  compa- 
nies not  yet  public.  Buying  illiquid  stock  on  margin  looked 
like  a  great  idea  two  years  ago  when  it  seemed  that  everyi 
new  issue  was  guaranteed  to  go  up.  It  doesn't  look  so  smart 
now.  "A  number  of  executives  would  be  bankrupt  if  the 
terms  of  the  loan  were  honored.  These  loans  are  like  margini 
calls,  but  more  dangerous,"  says  Edward  Speidel,  director  of| 
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ChronoPocket  in  platinum, 
gold  or  steel. 

bedat  &  c°  has  (  rfated  the  a.o.s.c.*  quality  label  in  order 
to  guarantee  the  swiss  quai  i t v  of  iis  components  and  the  high 
manufacturing  standard  oe  its  timepieces.  information  or 
Catalogs  at  1-877-bldatco  (2332826)  ■  www.bedat.com 


Lxecutive  bompensanon 


Source  FT  Interactive  Data  via  FactSet  Research  Systems 


executive  compensation  at  Unifi  Network,  a  subsidiary  of 
PricewaterhouseCoopers.  That's  because  securities  laws  or 
underwriting  agreements  may  limit  the  insider's  right  to 
sell  the  shares. 

Terms  vary.  Some  company-backed  loans  are  nonre- 
course, meaning  the  borrower  can  return  the  shares  to  the 
company  and  walk  away  from  the  loan.  But  watch  out:  A 
canceled  loan  generally  gives  rise  to  fully  taxable  "ordinary 
income"  in  the  amount  of  the  loan.  The  corresponding  loss, 
on  a  decline  in  the  shares'  value,  is  a  capital  loss,  which  may 
not  be  fully  deductible. 

And  sometimes  it  gets  ugly.  Last  year  Priceline  took  a  S3. 3 
million  charge  to  forgive  a  loan  to  former  chief  financial  of- 
ficer Heidi  Miller.  Over  the  past 
several  years  Conseco  guaranteed  at 
least  $550  million  in  loans  for  em- 
ployees and  directors  to  buy  stock. 
Its  shares  fell  from  $37  in  1999  to  a 
recent  $16.  Unwilling  to  stick  its 
own  people  with  the  debt,  Conseco 
has  taken  $250  million  in  charges 
since  early  2000  to  cover  the  liabil- 
ity in  the  event  of  a  mass  default. 

Executive  loans  increased  in  the 
past  few  years  as  high-tech  firms 
rushed  to  get  stock  in  the  hands  of  newly  hired  executives 
fast,  before  the  public  offerings.  In  May,  June  and  July  of  1999 
Internet  Capital  Group  holding  company  lent  $76  million  to 
employees,  including  $9.4  million  to  Chief  Executive  Walter 
Buckley,  to  exercise  options  on  a  total  of  33  million  shares.  In 
August  1999  the  firm  went  public  at  $12,  reaching  as  high  as 
$150  in  January  2000.  Since  then  the  stock  has  fallen  to  $2.10, 
roughly  where  it  was  when  the  loans  were  made.  As  of  De- 
cember, $52  million  in  loans  were  still  outstanding.  No  loans 
have  been  forgiven. 

Worse  fates  can  befall  executives  at  private  companies 
that  missed  the  new-issues  window  before  the  Nasdaq 
crashed.  William  Seibel,  chief  executive  of  privately  held  e- 
consultancy  Zefer,  bought  3  million  shares  in  March  1999 
with  $1,900  in  cash  and  a  $378,100  loan  at  5%  interest.  Zefer 
has  canceled  its  public  offering  twice  since  last  spring.  The 
company  won't  disclose  its  current  private  valuation,  but 
public  rivals  Scient  and  Viant  are  both  down  90%.  In  Febru- 
ary Zefer  laid  off  120  people,  15%  of  its  work  force.  Seibel's 
loan  is  not  due  until  March  2004  so  he  has  some  breathing 
room.  Zefer  raised  another  $48  million  from  its  backers 
in  March. 

When  Idealab  pulled  its  offering  last  fall  it  left  seven  man- 
agers with  outstanding  loans,  including  $2.5  million  to  Bruce 
Johnston,  president  of  Idealab's  Boston  office.  If  Idealab  for- 
gives the  loans,  its  investors — including  founder  William 
Gross,  venture  capital  firm  Moore  Capital  Partners  and 
T.  Rowe  Price — will  be  the  losers. 

Managers  can  also  get  into  trouble  by  borrowing  to  cover 
taxes  on  the  gains  h  orn  exercising  options.  In  January  2000 


Scott  Blum,  founder  of  Internet  shopping  site  Buy.com,  le 
$1  million  to  his  chief  financial  officer,  Murray  Williams, 
cured  by  682,500  shares  held  in  trust.  According  to  sub; 
quent  lawsuits,  Williams  needed  the  money  to  pay  ta> 
owed  from  exercising  pre-IPO  options.  Buy.com  went  pub 
in  February  at  $25  but  is  now  worth  25  cents  a  sha. 
Williams  didn't  pay.  Blum  sued  on  seven  counts,  inciudi 
breach  of  contract,  and  Williams  countersued,  denying  ma 
of  the  allegations.  The  two  tried  to  settle  in  November,  b 
talks  broke  down.  Williams  is  still  at  Buy.com.  Blum  has  k 
The  matter  has  yet  to  be  resolved. 

Struggling  companies  who  lend  to  executives  often  cir 
the  wagons  and  erase  loans  as  a  way  to  keep  talent  from  be 


Hey,  There  Goes  My  Collateral! 


In  a  bull  market,  share-backed  loans  seem  a  sure  thing.  As  the  market  sours,  so  does  the 
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ing.  In  1998  and  1999  E-Stamp,  the  online  postage  firm,  1< 
$3.8  million  to  ten  senior  officers  to  exercise  pre-IPO  c 
tions,  including  $1.1  million  to  Chief  Executive  Rob 
Ewald.  Since  the  offering  in  October  1999  the  stock  has  fal 
from  $44  to  a  recent  23  cents. 

To  keep  Ewald  happy,  E-Stamp  bought  back  878,906 
his  unvested  shares  for  $632,800.  It  made  a  similar  maneu 
for  other  employees,  taking  a  $121,000  charge  for  th< 
shares  repurchased  above  the  current  market  value.  In  m 
April  the  company  was  sold  and  its  business  shut  down.  L 
off  employees  will  get  their  loans  erased.  Ewald,  who  ch 
to  stay  on  as  chairman,  still  owes  $470,000  on  $150,00C 
collateral.  The  board  hasn't  decided  how  to  handle  his  lo 
If  he's  lucky,  he'll  get  away  clean. 

Many  companies  never  intended  to  enforce  repaym 
NBC  Internet  Chief  Executive  William  Lansing  got  a  $4  r. 
lion  loan  to  buy  a  house  when  he  signed  on  in  March  2C 
but  NBC  has  no  intention  of  collecting.  "It  was  really  a  si 
ing  bonus  structured  as  a  loan  for  tax  purposes,"  says  an  > 
spokesperson.  Had  it  been  a  bonus,  the  $4  million  wo 
have  been  immediately  taxed  as  ordinary  income;  as  a  lc 
it's  taxable  only  when  the  IOU  is  torn  up  (unless  an  IRS  ag 
reads  this  article).  Last  year  Compaq  Computer  canceled  i 
million  loan  to  Chief  Executive  Michael  Capellas  and  tl 
loaned  him  another  $2.5  million  to  cover  taxes  on  the  t 
able  income  created  by  the  forgiven  debt. 

"Executives  should  have  thought  more  about  these  lo 
before  they  signed  up,"  says  Gerard  DiFiore,  partner  at 
firm  Reed  Smith  in  Newark,  N.J.  But  stocks  were  suppo 
to  always  go  up,  right? 
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"Barclay!  The  competition's  productivity 
went  up  30%  last  year  apparently  due  to  'e-learning.' 
Whatever  that  is,  I  want  two  of  them!" 


People  are  beginning  to  talk.  And  it's 
hard  to  argue  with  the  solid  business 
results  DigitalThink  is  bringing  to 
companies  around  the  globe. 

It's  results  like  the  75%  reduction 
in  costs  Sun  Microsystems  achieved 
while  training  25%  more  employees. 

It's  the  improved  customer  service, 
loyalty  and  retention  Circuit  City 
realizes  by  using  DigitalThink  to 
update  its  thousands 

DigitalThink   °f  sales  associates  on 

new  products. 

S   GET  IT 

And  it's  the  incredible 
reach  Charles  Schwab  is  achieving 
with  its  Learning  Center-with  over 
100,000  existing  and  prospective 
customers  and  counting. 
The  list  goes  on. 


SMART   COMPANIES   GET  IT 


That's  because  our  unique  approach 
to  e-learning  delivers  so  much  more 
than  a  cost-effective  training  solution. 
We  help  companies  achieve  measura- 
ble business  outcomes  that  fuel 
greater  revenue. 

The  fact  is,  in  today's  business 
environment,  DigitalThink's  approach 
is  the  best  way-perhaps  the  only 
way-to  rapidly  mobilize  your  company 
to  achieve  your  strategic  goals. 

To  review  our  case  studies  and  see 
for  yourself  why  we're  measurably 
better,  visit  us  at  www.digitalthink.com. 

Because  people  aren't  just  talking- 
they're  getting  results. 


Executive  Compensation 


[The  Top  ] 

10 


Who  Are  These  Guys? 
Citigroup's  Sanford  Weill's 
five-year  pay  is  just  shy  of 
$800  million;  shareholders 
realized  a  33%  annual  re- 
turn over  the  period.  Our 
median  chief  executive 
made  $2.4  million  last  year, 
owns  0.17%  of  the  firm  and 
has  stock  worth  $8.5  mil- 
lion. The  composite  chief  is 
55,  was  born  in  the  U.S., 
graduated  from  a  non-Ivy 
League  college  and  has  a 
technical  background. 
Tenure:  17  years  with  the 
same  firm;  5  years  as  chief. 

Options  Rute„ 


In  1995  stock  gains  were  31%  of 
total  compensation.  Last  year  this 
rose  to  58%.  During  the  same 
period,  median  paychecks  went 
from  $1.5  milllion  up  to  $2.4  million. 


Total  compensation 


K4AO 


1995  $1,512,010 


Stock  grants    Stock  gains 
&  perks 


Percentage  figures  indicate  portion  of  total 
compensation.  Source:  Forbes. 


Citigroup 
LSanford  L  Weill] 

33% 

5-year  total  return 


Pay  Package 


(SMIL.) 


Compensation 
Market  Value 


$785 
$993 

Walt  Disney 
[Michael  D.  Eisner] 


6% 


Pay  Package 


I  S  M  1  L 


Compensation 
Market  Value 


$738 
$380 


Gap 

[Millard  Drexier] 


26% 


Pay  Package 


(SMIL) 


Compensation 
Market  Value 


Pay  Package 


$379 
$242 

General  Electric 
[John  F.  Welch  Jr.] 

27% 

 CSM1U  


Compensation 
Market  Value 


$325 
$122 

Cisco  Systems 
[John  T.  Chambers]^ 


20% 


Pay  Package 


Compensation 
Market  Value 


$314 
$37 


IBM 

Louis  V.  Gerstn 

28% 


Pay  Package 


(SMIL; 


Compensation 
Market  Value 


m 

Pay  Package 


$282 
$88 

Cendant 
[Henry  R.  Silver 

-6% 

 (SMIL.) 


Compensation 
Market  Value 


$281 
$99 


Pay  Package 


Dell  Computer 
[Michael  Dell} 

85% 


(SMIL) 


Compensation 
Market  Value 


$246 
$8,546 

AOL  Time  Wam 
[Gerald  M.  Levir 


29% 


Pay  Package  (smid 


Compensation 
Market  Value 


Pay  Package 


$209 
$92 

Morgan  Startle: 
[Philip  J.  Puree 

30% 

 (SMIL.) 


Compensation 
Market  Value 


$205 
$150 


Note:  Company's  total  return  is  a  five-year  annualized  figure  based  on  Apr.  6  stock  price.  Compensation  is  measured  by  t 
lowing:  salary  and  bonuses,  realized  gains  in  stock  options,  vested  stock  grants  and  "other"  compensation,  such  as  comr. 
paid  insurance  and  perks.  Market  value  reflects  the  chief  executive's  holdings  in  the  company. 
Based  on  Time  Warner  stock  for  period  prior  to  merger  with  AOL. 
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Performance  Versus  Pay 


Dell  Computer  hit  a  brick  wall  recently,  but  it  still  has  the  best  five-year  total  re- 
turn of  our  survey  firms.  Through  it  all,  Michael  Dell  has  been  paid  handsomely. 


COMPANY/CHIEF 


TOTAL  RETURN 


Keiaiive  to 

5-year 

3-yr  nrrai 

BEST 

5-year1 

SAP  500 

change 

(Sttiou) 

DeN  Computer/Michael  S  Dell 

85% 

1,167 

203  % 

245.788 

Best  Buy/Richard  M  Schulze 

62 

597 

85 

51444 

Qualcomm  Irwin  M  Jacobs 

56 

493 

-30 

11478 

Target,  Robert  J  Ulnch 

39 

279 

32 

43438 

Dynegy/Charles  L  Watson 

38 

274 

18 

17,738 

Owens  Corning/Glen  H  Hiner 

-41 

4 

-7 

18.695 

Service  Carp  International/Robert  L  Wahrrip 

-28 

10 

-27 

55,440 

OfficeMax/Michael  Feuer 

-27 

11 

11 

9443 

Fester  Wheeler/Richard  J  Swift 

-21 

17 

-2 

4.713 

Fremoat  General/ James  A  Mclntyre 

-19 

19 

30 

30,702 

Name  Does  Matter 

Of  our  800  CEOs,  91  received  an  under- 
graduate or  graduate  degree  from  Harva 


Number  of  CEOs 


Harvard  1 

Stanford  1 

28  1 

Princeton  1 

Columbia  1 

Northwestern  1 

Percent  of  800  by  Age 


50  to  59 

40  to  49 

30  to  39 


1 


Relative  to  S&P  500  is  the  ending  value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of 

$1  invested  in  the  S&P  500.  'Annualized.  Sources:  Forbes:  FT  Interactive  Data  via  FactSet  Research  Systems. 


Don't  Go  Into  Plastics 

Young  executives  seeking  wealth  should  avoid  the  chemical  industry,  which  is  near  the  bottom  in  median  total  compensation. 


lUDUSTRY/NUMBErl  OF  COMPANIES  2000  TOTAL  COMPENSATION 


- 

■ 

($*") 

Company/chief  executive 

($tM 

Coapaay/cfctef  executive 

($tho. 

Financial  services/35 
Aerospace  &  defease/  9 

9.411 
9469 

Citigroup/Sanford  1  Weill 

United  Technologies/George  David 

216,183 
18484 

Franklin  Resources/Charles  B  Johnson 
BF  Goodrich/David  L  Burner 

72: 
3483 

Internet/1 1 

Computers  &  electrenics/62 

5484 
3440 

AOL  Time  Warner/Gerald  M  Levin 
Dell  Computer/Michael  S  Dell 

164488 

235412 

Amazon.com/Jeffrey  P  Bezos 
Broadcom/Henry  T  Nicholas  III 

83 
111 

tas«aKe/40 
Business  supplies/11 

3480 
3468 

American  Intl  Group/Maurice  R  Greenberg 
Symbol  Technologies/Tomo  Razmilovic 

59446 
12498 

Liberty  Financial  Cos/Gary  L  Countryman 
Lexmark  International/Paul  J  Curlander 

1483 

Health  care/58 
r*«4*ak&tebaccs/32 

3465 
3.036 

Genentech/Arthur  D  Levinson 
Anheuser-Busch  Cos/August  A  Busch  III 

59438 
29411 

Invitrogen/Lyle  C  Turner 
Hershey  Foods/Richard  H  Lenny 

333 
751 

Telecommunications/  4  6 
Computer  software  &  services/19 

2477 
2457 

Qwest  Communications/Joseph  P  Nacchio 
Oracle/Lawrence  J  Ellison 

97,387 
75432 

Sycamore  Networks/Daniel  E  Smith 
BEA  Systems/William  T  Coleman  III 

181 

623 

Construction- 
Capital  g»«4s/20 

2418 
2,842 

Purte/Robert  K  Burgess 
General  Electric/John  F  Welch  Jr 

16438 
76425 

Hughes  Supply/David  H  Hughes 
Lennox  International/Robert  E  Schjerven 

481 

781 

Ejrtertameat&hrfa/: 
ItoascheK  1  pcrs— al  products/ 17 

2,796 
2,595 

Walt  Disney/Michael  D  Eisner 
Colgate-Palmolive/Reuben  Mark 

72448 
9416 

Univision  Commun/A  Jerrold  Perenchio 
Mohawk  Industries/ Jeffrey  S  Lorberbaum 

911 

Consumer  durables 

FMdfislritatws/lS 

2,493 
2.406 

Ford  Motor/Jacques  Nasser 
McDonald's/Jack  M  Greenberg 

15457 
5,081 

Autoliv/Lars  Westerberg 
7-FJeven/ James  W  Keyes 

64; 

553 

Travel  itnwsport/18 
Metab/7 

2,366 
2457 

Southwest  Airlines/Herbert  D  Kelleher 
Alcoa/Alain  J  P  Belda 

13481 
17475 

Burlington  Santa  Fe/Matthew  K  Rose 
Bethlehem  Steel/Duane  R  Dunham 

761 
673 

Energy/100 
Retailing' 

2,047 
1,946 

Enron/Jeffrey  K  Skilling 
Best  Buy/Richard  M  Schulze 

84449 

38453 

Kinder  Morgan/Richard  D  Kinder 
United  Auto  Group/Roger  Penske 

Chemcab/19 
Business  services/42 

1,797 
1,659 

Cabot/Kennett  F  Bumes 
Cendant/Henry  R  Silverman 

4,781 
137447 

Hercules/Thomas  L  Gossage 
Encompass  Services/Joseph  M  Ivey 

91 
42! 

Forest  products/ 

Bankiag/97 

1,519 
1.444 

International  Paper/John  T  Dillon 
Bank  of  New  York/Thomas  A  Renyi 

7448 
20424 

Crown  Cork  &  Seal/John  W  Conway 
Washington  Federal/Roy  M  Whitehead 

683 
29' 

Industry  medians  are  based  on  800  chief  executives.  Some  CEOs  listed  above  do  not  appear  on  the  Super  500  CEO  list.  'CEO  does  not  receive  compensation  from  company. 

2At  his  request.  CEO  received  $1  of  base  salary  and  no  bonus. 

Source:  Forbes. 
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Please  call  for  a  prospectus  with  more  complete  information, 
including  charges,  expenses  and  minimums.  Be  sure  to  read 
it  carefully  before  you  invest  or  send  money. 

American  Century  Investment  Services.  Inc.  §2007  American 
Century  Services  Corporation 


can  Opportunity 


lowing  a  time-tested  process  for  identifying  companies  trading  below  fair  market  value. 


'  :Ti' 


s  investing-  only  in  those  companies  we  believe  have  the  most  potential. 

1  _:  IB  i 

It's  knowing  our  disciplined  value  approach  hks  delivered  solid  results. 


American  Century 


lYear 

■ 

5  Years 

Life  of  Fund 

Equity 
Income  Fund 

20.85%; 

14.88"« 

16.62% 

(8/1/94) 

Value 
Fund 

19.20f>; 

12.08% 

14.04% 

(9/1/93) 

Small  Cap^ 
Value  Fund* 

36.51"'" 

— 

16.30% 

runu 

(9/1/93) 

Small  Cap^ 
Value  Fund* 

36.51"'" 

 :  ' — 

— 

16.30% 

(7/31/98) 

Average  annual  returns  are  as  of  03/3^/01,  i 

Fund  performance  may  be  subject  totsubsfantial  short-term  changes,,  due  to 
market  volatility  or  other  factors.  For  further  information,  including  current 
fund-performance  information,  please iqlUus  or  visit  our  Web  site. 

Data  presented  reflect  past  performaiice  And  are  no  guarantee  that  the  adver- 
tised performance  may  be  repeated  <Jr  consistently  achieved  in  the  future. 
Performance  over  a  longer  period  of  time  is  more  meaningful  than  shott-term 
performance.  Data  assume  reinvestment  of  all  dividends  'and  capital  gains. 
Investment  returns  and  principal  values  will  fluctuate  and  redemption  value 
may  be  more  or  less  than  original  coht.  Performance  reflects  Investor  Class 
shares.  Forinformation  about  other  sh\re  Masses,  please  consult  the  prospectus. 

'Historically,  small-cap  stocks  have  been  more  volatile  than  the  stock  of  larger, 
.  more-establishdd  companies.  ¥w&  ' 


V^tlN  1  UKY> 


Investment  Managers 


Our  search  for  the  best 
vailable  people  led  us 
irectly  to  Ontario." 

Stark,  President  and  General  Manager,  Amex  Canada  Inc. 

Ontario's  richest  asset  is  an  educated,  motivated  and  cost-competitive  workforce. 

Alan  Stark,  President  and  General  Manager  of  Amex  Canada,  points  to  this  talent  pool  as 
pivotal  in  American  Express'  decision  to  choose  Ontario  as  the  Call  Center  model  used 
to  launch  similar  centers  worldwide.  •  All  of  the  intellectual  capital  on  this  project  stems 
from  the  Call  Center  expertise  of  Amex's  employees  in  Ontario,  including  everything  from  the 
software  development  to  Call  Center  engineering  leadership.  •  It's  yet  another  high-tech 
service  industry  where  Ontario's  knowledge  workers  excel.  Amex's  state-of-the-art  Call 
Center  and  long-standing  reputation  for  customer  service  are  just  a  couple  of  the  reasons  the 
company  was  recognized  with  a  National  Quality  Institute  Award  as  "one  of  the  best 
run  companies  in  Canada".  •  In  a  province  where  60%  of  the  workforce  have  college 
or  university  training,  progressive  corporations  like  Amex  are  finding  the  people  they 
need  to  succeed.  •  Both  KPMG  and  the  Economist  Intelligence  Unit  rank  Ontario  ahead 
of  its  key  rivals  in  the  U.S.  and  Europe  on  basic  costs.  •  Add  to  this  a  positive  climate 
and  enviable  lifestyle,  and  no  matter  what  card  you  play  -  your  odds  for  success  are  excellent. 


www.2ontario.com 

1  800  819  8701 


Ontmuo 

Canada 


The  Future  s  Right  Here 


[Executive  Compensation 
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orbes  Super  500  Paychecks 


hese  500  chief  executives  head  America's  biggest  companies,  as  measured  by  a  composite  ranking 
if  sales,  profits,  assets  and  market  value.  The  500  took  home  $5.1  billion  in  total  pay  last  year,  1%  less 
nan  the  previous  year.  This  works  out  to  76  cents  per  each  $1,000  of  sales  and  $11.50  for  each  $1,000 
f  profits  generated  by  these  firms.  For  more  data  on  over  800  CEOs,  go  to  www.forbes.com/ceo200l. 


tCBMPANY/CHIEF  EXECUTIVE 


RANK 


COMPENSATION 


STOCK  OWNED 


Among  In 

STHOUSANDS 

% 

STHOUSANDS 

%  SMILtlDNS 

800  CEOS 

industry 

Salary 

Bonus 

change 

8ther  Stock  gains 

Total 

5-yr  total 

|  Mkt  value 

Abbott  Laboratories/Miles  D  White 

285 

25 

1,391 

1,800 

51 

133 

230 

3,553 

15,138 4 

0.02 

13.1 

!ACC  Telecom/Richard  R  Roscitt 

478 

28 

900 1 

900 6 

NA 

— 

— 

1,880 

NA 

NA 

Adelphia  Commun/John  J  Rigas 

474 

27 

1,355 

- 

-1 

462 



1,817 7 

8,264 

7.09 

459.4 

Adobe  Systems/Bruce  Chizen 

94 

3 

609 

457 

NA 

1,666 

11,913 

14,645  s 

NA 

0.02 

1.3 

Advanced  Micro/Walter  J  Sanders  ill 

8 

4 

1,000 

5,143 

105 

1,045 

85,058 

92,246 

128,467 

0.08 

4.7 

AES/Denms  W  Bakke 

186 

18 

_  10 

_  n 

NA 

12 

12,820 

12,832 

19,997 

6.74 

1,451.8 

sAetna/John  W  Rowe 

296 

28 

1,000 1 

375 6 

NA 

2,014 



3,389 

NA 

0.04 

1.9 

Wlac/Daniel  P  Amos 

64 

3 

995 

1,627 

1 

177 

16,836 

19,635 

84,249 

1.64 

235.2 

Agilent  Technologies/Edward  W  Barnholt 

583 

28 

1,000 

660 

19 

7 



1,667 

NA 

0.01 

1.5 

Mr  Prods  &  Chems/ John  P  Jones  III 

468 

9 

702 

776 

NA 

22 

342 

1,842  s 

NA 

0.03 

2.7 

Ubertson's/Gary  G  Michael 

395 

8 

1,120 

673 

8 

107 

516 

2,416 7 

12,687 

0.09 

11.6 

Ucoa/Alain  J  P  Belda 

73 

1 

917 

1,700 

15 

2,374 

12,483 

17,475 

NA 

0.09 

26.7 

Allegheny  Energy/Alan  J  Noia 

453 

54 

600 

600 

35 

741 



1,941 

6,383 

0.05 

2.4 

Ulergan/David  Pyott 

157 

16 

807 

734 

12 

300 

6,338 

8,178 

12,676 4 

0.04 

3.5 

Jliance  Semiconductor  N  Damodar  Reddy 

607 

48 

300 

797 

266 





1,897 

6,748 

18.09 

80.7 

tlliant  Energy/Erroll  B  Davis  Jr 

482 

68 

638 

895 

50 

261 

— 

1,794 

5452 

0.05 

1.1 

ilied  Waste  Inds/Thomas  H  Van  Weelden 

311 

13 

1,191 

1,833 

236 

180 



3,284 

6,950  s 

0.45 

12.7 

i  flllmerica  Financial/John  F  O'Brien 

427 

26 

900 

939 

-24 

243 

- 

2,682 

12,522 

0.33 

8.7 

I .  dlstate/Edward  M  Liddy 

145 

7 

954 

594 

8 

9 

7,147 

8,785 

16,241 4 

0.04 

12.2 

Alrtel/JoeTFord 

195 

16 

825 

1,238 

17 

897 

2,851 

5,811 

21,199 

0.21 

33.5 

Altera/John  P  Daane 

723 

57 

650 1 

- 

NA 





656 

NA 

0.08 

6.4 

||LZA/Ernest  Mario 

237 

23 

766 

775 

33 

2,939 

- 

4,488 

12,468 

0.10 

10.5 

mbae  Financial  Group/Phillip  B  Lassiter 

164 

28 

620 

930 

18 

79 

6,225 

7,853 

49.433 

1.07 

67.9 

merada  Hess/John  B  Hess 

349 

38 

1,000 

1,865 

33 

9 

2,874 

18456 

2.62 

184.1 

meren/Charles  W  Mueller 

637 

83 

660 

235 

14 

79 

975 

3,954 

_  5 

0.4 

merican  Electric/E  Linn  Draper  Jr 

535 

69 

850 

486 

30 

107 

1,442 

7,739 

0.04 

5.5 

merican  Express/Kenneth  1  Chenault 

71 

12 

700 

2,880 

NA 

2,602 

11,660 

17,842  s 

NA 

0.06 

30.6 

merican  Finl  Group/Carl  H  Lindner 

683 

33 

951 

-39 

161 

1,111 

8.873 

10.32 

164.2 

merican  General/Robert  M  Devlin 

168 

16 

995 

4,500 

11 

2,135 

7,638 

22,876 

0.54 

114.6 

i  merican  Home  Prod/Robert  A  Essner 

146 

15 

815 

978 

NA 

21 

6,885 

8,699  s 

NA 

_  5 

5.1 

i  merican  Intl  Group/Maurice  R  Greenberg 

16 

1 

1,000 12 

5,000 

0 

23,741 

29,505 

59,246 12 

128,644 

2.01 

3,579.4 

i  merican  Standard/Frederic  M  Poses 

252 

5 

1,000 

2,726 

NA 

542 

4,268 

NA 

0.37 

15.2 

neriSourcs  Health/R  David  Yost 

464 

36 

525 

592 

42 

39 

720 

1,876 

4,326 3 

0.71 

19.2 

ngen/KevinW  Sharer 

68 

8 

811 

1,358 

23 

79 

15,886 

18,134 

NA 

_  5 

2.7 

KR/Donald  J  Carry 

191 

5 

759 

-57 

5,355 

6,114 7 

NA 

0.35 

18.1 

nSouth  Bancorp/C  Dowd  Ritter 

91 

2 

900 

810 

-13 

13,054 

14,764 

25,772 

0.25 

15.0 

111 

ladarko  Petroleum/Robert  J  Allison  Jr 

48 

3 

1,125 

2,600 

24 

1,649 

25,257 

38,631 

58,766 

0.25 

39.0 

lalog  Devices/Jerald  G  Fishman 

36 

12 

859 

1,804 

101 

1,017 

29,189 

32,878 

61,695 

_  5 

1.0 

iheuser-Busch  Cos/August  A  Busch  III 

44 

1 

1,153 

3,000 

23 

159 

24,999 

29,311 

71,463 

0.55 

208.3 

IL  Time  Warner/Gerald  M  Levin 

3 

1 

1,000 

10,000 

10 

798 

152,590 

164,388 

289,352 

0.05 

91.5 

l  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  6  stock  price  and  includes  all  classes  of  common.  Compensation  percent  change  is 
id  on  combined  salary  and  bonus.  'Annualized  salary.  2Paid  to  date.  3Four-year  total.  "Three-year  total.  5Less  than  0.01%.  Annualized  bonus.  'Prior-year  data.  8New  CEO; 
jjensation  may  be  for  another  executive  office.  "Less  than  $100,000.  '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu 
irtion  of  bonus.  ^Includes  long-term  incentive  payouts  made  by  SICO.  a  private  holding  company.  NA:  Not  available  or  not  applicable. 
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P.  INK 

 1 

r  flMPF  M  .  AT  IHM 

i  

1 

Among  In 

% 

STH0USANDS 

%  SMIUiah 

- 

800  CEOS 

industry 

Salary 

Bonus 

change 

Other  Stock  gains 

Total 

5 -yr total 

1  Mktvalui  I 

Aon/Patrick  G  Ryan 

545 

0*10 

31 
ox 

-L,  1  L  J 

-47 

279 

1  404 

11.72 

1,025.1  I 

Apache/Raymond  Plank 

413 

47 

750 

650 

8 

fl9 
00 

7RR 
/  OO 

2,249 

7,790 

n  i  r 

U.1D 

119B 
■ 

Apple  Computer/Steven  P  Jobs 

a 

9 

3 

_  12 

qn  nnn 

NM 

90  OOO 

90  OOO  4 

Applera-Appiied  Biosys/Tony  L  White 

80 

10 

813 

1,365 

-9 

14  R49 

16,820 

31,907 

n  9r 

19  7  1 
■ 

Applied  Materials/James  C  Morgan 

25 

a 

o 

R9R 

i  nnn 

J,UUU 

87 

o 

0 

44,350 

48  194 

81  587 

0.27 

88.9  1 

Applied  Micro  Circuits/David  M  Rickey 

282 

32 

349 

350 

64 

0 
O 

9  RQR 

3,599 

5,187 

n  41 

ICC  1 

ID. u  m 

Archer  Daniels  G  Allen  Andreas 

20 

CM 

9  974 

fc.,0  1  *+ 

-3 

70 

78 

2  452 

7  977  3 

0.61 

Ad  7  B 

46. 7  1 

Arrow  Electronics/Francis  M  Scricco 

354 

36 

600 

900 

NA 

1,00c. 

2,832  s 

NA 

n  1 7 

9  R 
o.D 

Ashland/Paul  W  Chellgren 

344 

A 
*t 

RR? 

1  971 

41 

con 

1  00 

128 

2  919 

10  973 

XU,9f  O 

0.24 

6.6 

Associated  Banc-Corp/Robert  C  Gallagher 

699 

79 

472 

175 

20 

00 

R9 
oc 

744 

NA 

n 

U.J  J 

7n 

Astoria  Financial/George  L  Engelke  Jr 

575 

60 

Rin 

9fiq 

-25 

or 

35 

1  214 

17  057 

1.19 

30.5 

AT&T/C  Michael  Armstrong 

197 

17 

1,700 

650 

-36 

9 4n? 

5,752 

23,465 3 

_5 

4  9 

AT&T  Liberty  Media/Robert  R  Bennett 

605 

31 
ox 

i  nnn 

J.  ,uuu 

0 

47 

51 

1 099 

2  795 4 

0.14 

44.6 

Atmel/George  Perlegos 

749 

59 

350 

175 

30 

525 

2,169 

714 

9RR  1 

LOO  1 

Automatic  Data/ Arthur  F  Weinbach 

132 

c 

u 

RRR 

5Rn 

9 

1  ooc 

1,32b 

7  OOC 

/,22b 

9  798 

28  899 

n  no 

OC  4 

2b.4 

AutoNation/Michael  J  Jackson 

408 

20 

1,000 

900 

NA 

41  n 

MlU 

2,310 

NA 

_  5 

n  9 

u.o 

AutoZone/Steve  Odland 

629 

36 

650 1 

370  s 

NA 

1,020 

NA 

NA 

Avaya/Oonald  K  Peterson 

55 

11 

700 

NA 

R4 

OH 

99  QQO 

24,777" 

NA 

_  5 

n  1 

U.l 

Avery  Dennison/Philip  M  Neal 

15B 

3 
o 

ana 

UUCJ 

1  nnn 

1 ,  uuu 

8 

no 

82 

p  op  4 

6,364 

8  254 

24,484 4 

n  i  n 

0.10 

c  n 

5.8 

Avista/Gary  G  Ely 

756 

96 

304 

130 

NA 

CD 

463  s 

NA 

n  in 

U.1U 

n  r 

U.O 

Avnet/Roy  Vallee 

504 

42 

**4- 

750 

515 

36 

1  77 

111 

ooo 
222 

1 664 

4  473  4 

0.07 

1  O 

1.3 

Avon  Products/Andrea  Jung 

403 

9 

898 

1,079 

67 

mi 

1U1 

97Q 

CI  o 

2,356 

NA 

U.UO 

77 

I.I 

AVX/Benedict  P  Rosen 

439 

14 
x*t 

R(i4 

142 

no 
88 

C  AC 

54b 

2  032 

ft.,  U  Oft. 

5  914 

n  rt7 

0.07 

O  1 

2.1 

Baker  Hughes/Michael  E  Wiley 

645 

86 

925 1 

NA 

9fl 

CO 

953 

NA 

n  fiR 

U.UO 

R  R 

0.0 

BancWest/Walter  A  Dods  Jr 

417 

HX  ■ 

33 
oo 

Q74 

R1R 

000 

5 

1S4 

A  00 

4J2 

2  198 

8  636 

0.48 

i  j  fi 
14.0 

Bank  of  America/Kenneth  D  Lewis 

372 

29 

1,000 

1,500 

NA 

±co 

2,623  s 

NA 

fl  (14 

U.Un 

°R  n 

Bank  of  New  York/Thomas  A  Renyi 

63 

UO 

i 

■J  L  J 

9  Q75 

CD  1  J 

119 

n  ooo 

p  n  4  o 

20 124 

51 333 3 

0.1J 

>ic  n 
4b.O 

Bank  One/James  Dimon 

273 

20 

1,000 1 

2,500 6 

NA 

°7R 

LI  0 

3,776 

NA 

n  i  r 

U.XO 

RR  4 

OO.H 

Banknorth  Group/William  J  Ryan 

218 

13 

R4Q 

-10 

12 

4,096 

4,990 

9,348 

n  no 

0.08 

O  0 

2.2 

Baxter  Intl/Harry  M  Jansen  Kraemer  Jr 

207 

19 

880 

1,320 

15 

9  P5R 

9Q4 

5,350 

10,184 4 

n  m 
u.xu 

97R 
L.  r.o 

BB&T/John  A  Allison  IV 

301 
oux 

22 
cc 

779 
tie 

ouo 

23 

0/0 

nn7 

997 

3  350 

11  243 

0.0b 

0  A 

8.4 

BEA  Systems/William  T  Coleman  III 

733 

17 

300 

322 

42 

622 7 

2,250 

9  47 

CHI 

°R1  7 

Lvjx.l 

Bear  Stearns  Cos/James  E  Cayne 

38 

e 
u 

11  RR5 

7 

19,638 

31  503 

131  564 

n  in 

3.10 

oi  o  n 
213.9 

Becton  Dickinson/Edward  J  Ludwig 

619 

43 

563 

425 

142 

E 
3 

31 

1,043 

NA 

J.Ul. 

1.0 

BellSouth  F  Duane  Ackerman 

214 

19 

X9 

9  ?nn 

-3 

1  71  1 

1,711 

5  111 
o,xxx 

18  801 

n  no 
0.U2 

10  1 

12.1 

Bergen  Brunswig/Robert  E  Martini 

627 

44 

675 

246 

NA 

1U  J 

1,026 

NA 

T  R7 

0.0  / 

DC  J 

Berkshire  Hathaway/Warren  E  Buff  eft 

777 
f  f  f 

37 

Of 

inn 

1UU 

0 

100 

500 

OO  AO 

33.46 

n  a  o on  o 

34, 339. Z 

Best  Buy/Richard  M  Schulze 

42 

1 

1,000 

1,551 

4 

9K 

97  470. 

<l/,4/0 

30,053 

51,664 

1  7  RO 
l/.OO 

1  794  B 
1,/ 01.0 

Biogen/James  C  Mullen 

71  n 

/  xU 

CI 

31 

I  uu 

NA 

7nn 

MA 
HA 

n  no 
0.02 

1  7 

1./ 

Biomet/Dane  A  Miller 

763 

56 

230 

159 

3 

1  5 

404 

1,820 

1 4n 

91  fl  Q 
£10.3 

Black  &  Decker/Nolan  D  Archibald 

271 

Cm  X 

c 

0 

1  i  nn 

1,1UU 

i  95n 

-27 

1,449 

3  7Q9 

0,#  9il 

5Q  486 

n  j  n 

0.40 

10  0 

12. J 

H&B  Block/Mark  A  Ernst 

701 

34 

476 

240 

NA 

99 

738  s 

NA 

n  cm 

U.U3 

9  4 

Boeing/Philip  M  Condit 

R1 

0 

c 

1  Tcq 

1,0  30 

1  Q7P. 
1,3/  O 

11 

1  o  ono 

12,292 

1  1  OO 

1,123 

IP  7 "52 

30  216 

OU,£Xw 

n  ni 
0.01 

C  O 

b.ii 

Boise  Cascade/George  J  Harad 

559 

12 

875 

120 

-35 

1  47 

1  79 
LI  L 

1,315 

9,406 

n  n9 

n  A  m 

Boston  Scientific/James  R  Tobin 

507 

40 

7in 

/  OU 

NA 

15 

1 153 
x,xoo 

Bristol-Myers  Squibb/Peter  R  Doian 

513 

37 

736 

610 

NA 

233 

1,580  s 

NA 

n  m 
0.01 

11  U  ■ 

Broadcom/Henry  T  Nicholas  ill 

/76 

61 

11U 

o 

110 

32,131 

12.92 

790.2 

Burlington  Santa  Fe/Matthew  K  Rose 

688 

18 

462 

154 

NA 

154 

769  s 

NA 

0.05 

5.7 

Burlington  Resources/Bobby  S  Shackouls 

236 

22 

910 

819 

?n 

2,764 

4,494 

16,053 

0.08 

7.6  | 

CablevisioR  Systems/James  L  Oolan 

174 

7 

950 

2,000 

-13 

4,464 

7,414 7 

15,929 

0.77 

87.91  1 

Calpine/Peter  Cartwright 

57 

4 

860 

1,000 

32 

8 

22,036 

23,904 

30,782 

0.04 

5.6  j 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  6  stock  price  and  includes  all  classes  of  common.  Compensation  percent  change  is 
based  on  combined  salary  and  bonus.  'Annualized  salary.  2Paid  to  date.  3Four-year  total.  JThree-year  total.  5Less  than  0.01%.  Annualized  bonus.  7Prior-year  data.  8New  CEO; 
compensation  may  be  for  another  executive  office.  9Less  than  $100,000.  l0Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu 
of  portion  of  bonus.  l2CEO  received  $1  in  salary  and  a  special  executive  bonus  in  the  form  of  an  aircraft.  ^Compensation  paid  by  Lucent  Technologies  for  another  executive  office. 
NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 
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THE 


BUSINESS  IS  WAR 

7,500  MILES  WILL  HELP  YOU 

FIND  PEACE. 


It's  OK  to  retreat  once  in  a  while,  just  make  it 


on  your  own  terms.  What  better  incentive  is 


there  than  7,500  bonus  miles?'  Or  earning  one 


AAdvantage®  mile  for  every  dollar  your  business 


spends/  knowing  these  miles  may  never  expire.3 


In  addition,  there  are  guarterly  and  annual  account 


summaries,  and  a  range  of  business-related  discounts 


Eguipped  with  benefits  like  these,  you'll  find  the 


Citi*  Platinum  Select7'  A  Advantage3  B» 


1 9  ■  1  HI^B 


■ill 


II 


AKE  YO 

FU 


Advantage8  Clti 


BUSINESS  CARD 


0«/00  03/31  /03  K I  IHWI 

D  WILSON  V^£ 
COMPANY  NAME 


LflUbUIHU     UUIIipUII  QUI  IUII  j 


fijOUm«l7CHlEEJEX£CllIJJiL 


RANK 


COMPENSATION 


STOCK 


Among  In 

S THOUSANDS 

% 

STMHSANBS 

%  simim 

800  (ZDS 

industry 

Salary 

Bonus 

change 

1  Other  Stock  gains 

Total 

5  yr  total 

Mktval. 

Camnheli  Stsun/nmipla*;  R  flnnant 

977 

377 

4  n 

19 

nnn  1 

1  pen  R 

NA 

2,550 

NA 

NA 

— 

Capital  One  Financial/Richard  D  Fairbank 

50 

8 

_  10 

_  11 

NA 

27,207 

27207 

HA 

0.33 

36.E 

Cardinal  Health/Robert  D  Walter 

44  7 

Z17 

Oft 

20 

n  Act 

1  007 

1,837 

6 

.  272 

1,980 

5,037 

17,818 

1.29 

363.G 

Caterpillar/Glen  A  Baiton 

422 

13 

JUO 

7Rfl 

27 

399 

74178 4 

0.03 

4.] 

Cendant/Henry  R  Silverman 

5 

4 
1 

J,UJ/ 

A  CCC 

5 

707 

129,147 

4  47  a  n 

137,447 

281 370 

0.81 

99.1 

Centex/Laurence  E  Hirsch 

17B 

2 

/  lj 

?  inn 

15 

71 

4,157 

7052 

13,787 

1.79 

39.C 

Charter  Commun/Jerald  L  Kent 

WIMH9  IWl   VVHIIIIHII/  Uvl  UIU  L_  1  \V»  1 1 1 

4  AO 

448 

25 

bch 

31 

81 

— 

1.956 

NA 

 5 

O.c 

Charter  One  Rnl/Charles  John  Koch 

43 

717 

3 

14 

356 

1  73fi 

13449 

0.33 

18.4 

Chevron/David  O'Reilly 

303 

31 

Hod 

o  nnn 
A000 

121 

477 

A  AAA 

3,339 

NA 

 5 

2.i 

Chubb/Dean  RO'Hare 

202 

12 

1,005 

800 

1 

ocn 

350 

3,324 

5  479 

18,328 

0.09 

10.( 

Ciena/Patrick  H  Nettles 

602 

35 

bbu 

bbO 

56 

2 

1,112 

3,031 

1.79 

176.f 

Cigna/K  Edward  Hanway 

112 

4 

896 

4,375 

64 

2,553 

4,055 

11  879 

NA 

0.06 

10.1 

Cincinnati  Financial/John  J  Schiff  Jr 

4CC 

Z65 

4  7 

17 

48/ 

-4 

3,449 

4  Ate 

3,936 

7,388 4 

5.47 

320.E 

Cinergy/James  E  Rogers 

317 

32 

1,050 

990 

13 

1,046 

3  086 

12,609 

0.19 

10.: 

Circuit  City  Sforos-G/W  Alan  McCollough 

4  CO. 

159 

4  n 
10 

111 

Ol  c 

81b 

NA 

1,008 

5,523 

O  nrn  7_A 

8,058  * 

NA 

0.10 

2.; 

Cisco  Systems/John  T  Chambers 

4 

2 

323 

1,000 

40 

n 

2 

155,980 

157  305 

313.672 

0.04 

37.; 

CTT  Group/Albert  R  Gamper  Jr 

e  a  a 
544 

44 
31 

7CO 

Ibl 

bbO 

16 

94 

4  irtr  7 

1,406 

12,633 

0.08 

6.C 

Crtigroup/Sanford  1  Weill 

2 

1 

1,000 

18,484 

100 

456 

i  no  o  jo 

196,242 

21B 183 

785,227 

0.46 

993.^ 

Clear  Channel  Commun/L  Lowry  Mays 

Ace 
256 

4  4 

13 

1  nnn 
1,000 

o  nnn 
3,000 

7 

179 

4,179 

74,152 

4.69 

1,488.3 

Clorox/G  Craig  Sullivan 

15 

JOB 

-55 

ion 

329 

12R7 

26327 

n  nc 

0.05 

4.( 

CMS  Enerev/William  T  McCormirk  Jr 

433 

eft 

50 

1,000 

-36 

826 

226 

4  ftCO  7 

2,052' 

14,429 

0.19 

7.4 

Coca-Cola/Douglas  N  Daft 

239 

10 

1,269 

3,000 

828 

i  nn 

199 

4  467 

NA 

0.08 

94.( 

Coca-Cola  Enterprises/Lowry  F  Kline 

CH4 

681 

44 
31 

40/ 

oo 

NA 

255 

793" 

NA 

0.14 

9.1 

Colgate-Palmolive/Reuben  Mark 

135 

J_ 

1,341 

3,140 

7 

a  noc 

9  41B 

196334 

n  "in 

0.70 

211.^ 

Comcast/Ralph  J  Roberts 

4  no 
10Z 

4 

3 

1  ncn 

coc 
b^b 

5 

11,389 

4  4  flCi  7 

1Z.964 

91,467 

0.28 

107.3 

Comerica/Eugene  A  Miller 

222 

14 

810 

1,270 

7 

Ann 

400 

o  Ann 

2,406 

A  DOC  7 
t.OOv 

18331 

n  on 

0.20 

in  i 

18.4 

Commerce  Bancshs/David  W  Kemner 

376 

411 

30 

ci  n 
blO 

4/b 

4 

53 

1,422 

4  CEO 

2,559 

11,142 

3.69 

82.4 

Compaq  Computer/Michael  D  Capellas 

122 

22 

1,235 

3,806 

172 

5,304 

10  345 

NA 

0.08 

22.1 

Compass  Bancs hares/C  Paul  Jones  Jr 

444 

431 

4C 

35 

7JO 

74d 

223 

2 

775 

327 

A  AAA 

2,068 

7,664 

0.94 

25.E 

Computer  Associates/Sanjay  Kumar 

131 

7 

900 

3,156 

NA 

O  A 

34 

5,766 

NA 

0.45 

75.( 

Computer  Sciences/Van  B  Honeycutt 

A  AC 

406 

11 

i  noc 
l.Udb 

 ii 

6 

30 

1,268 

o  oo  J 

2,334 

7,522 

0.03 

L! 

Comverse  Technology/Kobi  Alexander 

59 

12 

642 

4,682 

40 

1,121 

16,347 

22.792  7 

42,139 

n  c 

ConAgra  Foods/Bruce  Rohde 

44  4 

213 

7 

7 

nci 
951 

<i,440 

81 

1,745 

5,136 

13,351 3 

0.05 

5.i 

Concord  EFS/Dan  M  Palmer 

78 

4 

RR4 

175 

-8 

16,216 

17  075 

31370 

5 

n  r 

Conectiv/Howard  E  Cosgrove 

735 

a  a 
94 

b00 

o 

18 

618 

3,257 

NA 

Conoco/Archie  W  Dunham 

151 

16 

i  ?nn 

i  nnn 

-9 

1,572 

2,833 

B605 

20,663 3 

0.09 

14./ 

Conseco/Gary  C  Wendt 

Z6 

ft 

z 

i  nnn  l 

1,000 1 

NA 

45,000 

A  A  AAA 

46,000 

NA 

NA 

Consolidated  Edison/Eugene  R  McGrath 

429 

49 

i  mo 

9R1 

32 

67 

2.079 

7,708 

 5 

n  c 
0.C 

Constellation  Ener<*v/C  H  Pninripxtpr 

351 

on 
39 

"707 

(61 

i  ill  o 
l,01d 

43 

1,094 

Z.B43 

8361 

0.11 

7.3 

Continental  Airlines/Gordon  M  Bethune 

110 

2 

mm 

QR7 

?  14R 

-57 

786 

8,246 

42378 

n  no 

0.06 

L; 

Conner  Industries/ H  Jnhn  Rilpv  Jr 

31Z 

n 

9 

ni  n 

noo 

17 

1,331 

4)  4  "7  J 

3,174 

16356 

0.28 

8.E 

Corning/John  W  Loose 

4 

UJ'J 

1  n?7 

NA 

8,755 

31,659 

42  091 8 

NA 

0.07 

i  o  r 
13.1 

Costco  Wholesale  , lamps  D  SinpMl 

665 

on 

39 

I/O 

_3 

19 

349 

900 

3,003 

0.94 

150.C 

Countrywide  Credit/ Angelo  R  Mozilo 

190 

21 

1  Ann 

5 

509 

fi  120 

22367  s 

n  oi? 

0.36 

i  n  i 

19.1 

Cox  Communications/ Jamp<;  fi  Rnhhin<; 

Vw»  WnNUHIIIWIIVIHf  VCH  IIGO  U  1  lUUUIll-j 

32Z 

16 

nno 

903 

nm 

807 

13 

6 

1,361 

A  ftn 

3,077 

10373 

0.05 

12.S 

Crown  Cork  &  Seai/John  W  Conway 

739 

17 

finn 

uuu 

NA 

3 

NA 

0.06 

0.3 

CSX/ John  W  Snow 

147 

4 

1,100 

o 

6,763 

796  ' 

8,659 

30,522 

0.70 

49.1 

CVS/Thomas  M  Ryan 

109 

5 

975 

1,600 

-8 

1,541 

8,032 

12,148 

22331 3 

0.12 

26.5 

Dana/Joseph  Magliochetti 

647 

21 

850 

-37 

102 

952 

4,748 4 

0.08 

2.C 

Danaher/M  Lawrence  Culp  Jr 

555 

18 

480 

830 

NA 

25 

1,335* 

NA 

_  5 

Deere  &  Co/Robert  W  Lane 

357 

11 

619 

671 

NA 

1,517 

2,807 

NA 

0.03 

1.1 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  6  stock  price  and  includes  all  classes  of  common.  Compensation  percent  change  is 
based  on  combined  salary  and  bonus.  'Annualized  salary.  2Paid  to  date.  3Four-year  total.  "Three-year  total.  5Less  than  0.01/4.  Annualized  bonus.  'Prior-year  data.  8New  CEO; 
compensation  may  be  for  another  executive  office.  9Less  than  $100,000  '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu 
of  portion  of  bonus.  NA:  Not  available  or  not  applicable. 
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iportunity  no  longer  knocks, 
se  days,  it  darts  past  the  do0r 
ucan  even  react. 


With  the  explosion  of  e-commerce,  the  old  rules 
of  competition  have  been  thrown  out  the  window. 
To  remain  even  one  step  ahead  today  you  need 
immediate  access  to  the  best  data  available.  And 
software  that  quickly  converts  it  into  knowledge 
you  can  act  on.  Which  is  precisely  why  98  of  the 
FORTUNE  100  count  on  SAS,  the  world  leader 
in  data  mining  and  e-Intelligence.  SAS  enables 
you  to  capture,  integrate,  explore  and  analyze 
information  from  across  your  entire  enterprise. 
To  recognize  and  seize  opportunities  at  the  speed 
of  the  Web.  And  to  make  competitive  decisions 
with  greater  confidence  than  ever  before.  To  learn 
more  on  how  we  can  propel  your  organization, 
call  1-800-727-0025  or  stop  by  www.sas  com. 


all  othef  SAS  institute  inc.  product  Of  service  names  are  registered  trademarks  or  trademarks  of  SAS  Institute 
|  USA  and  other  countries  •  indicates  USA  registration  <&  20Q1  SAS  Institute  Inc.    3561 lUS  0600 


The  Power  to  Know,. 


jjiXGCu Tive  uompensaTion  . 


COMEMMICHILT^ECUTIVE 


Delhaize  America/Bill  McCanless 
Dell  Computer/Michael  S  Dell 


Delphi  Automotive  Sys/J  T  Battenberg  III 
Delta  Air  Lines/Leo  F  Mullin 

Devon  Energy/ J  Larry  Nichols 
Dillard's/William  Dillard  II 

Dime  Dancorp/Lawrence  J  Toal 
Walt  Disney/Michael  D  Eisner 


Dollar  General/Cal  Turner  Jr 
Dominion  Resources/Thos  E  Capps 

RR  Donnelley  &  Sons/William  L  Davis 
Dover/Thomas  L  Reece 


Dow  Chemical/Michael  D  Parker 
DST  Systems/Thomas  A  McDonnell 


DTE  Energy/ Anthony  F  Earley  Jr 

du  Pont  de  Nemours/Charles  0  Holliday  Jr 


Duke  Energy/Richard  B  Priory 
Dynegy/Charles  L  Watson 


ETrade  Group/Christos  M  Cotsakos 
Eastman  Chem/Earnest  W  Deavenport  Jr 


Eastman  Kodak/Daniel  A  Carp 
Eaton/Alexander  M  Cutler 


eBay/Margaret  C  Whitman 
EchoStar  Commun/Charles  W  Ergen 

Edison  International/John  E  Bryson 
AG  Edwards/Robert  L  Bagby 


El  Paso/William  A  Wise 

Electronic  Data  Sys/Richard  H  Brown 

EMC/Joseph  M  Tucci 
Emerson  Electric/David  N  Farr 

Engelhard/Barry  W  Perry 
Enron/Jeffrey  K  Skilling 


RANK 
Among  In 

800CEOS  industry 


585 
1 


193 
394 


510 
420 


186 
14 


125 
248 


350 
293 


507 
105 


398 
361 


245 
189 


49 

272 


443 

283 


770 
123 


328 
486 


82 
107 


475 
614 


598 
10 


11 
1 


65 
22 


6 
25 


18 

7 


11 
5 


43 

5 


24 
19 


10 

6 


36 
29 


40 

19 


16 
1 


COMPENSATION 


STHOUSAMDS 
Salary  Bonus 


694 
850 


301 
1,670 


1,388 
746 


2,600 
1,400 


600 
680 


1,000 
1,335 


900 
813 


1,463 
11,500 


767 
925 

888 
920 


486 
1,496 


860 
1,250 


704 
500 


930 
700 


793 
1,040 


1,106 
1,700 


954 
1,528 


1,908 
4,633 


575 
960 


1,394 
1,171 


1,000 
798 

195 
250 


599 

636_ 

98 
750 


change 


STHOUSANDS 


Other  Stock  gains     Total      5  yr  total 


17 
-27 


167 
108 


233,283 


17 

27 


1,914 
278 


18 

55 


10 
140 


21 
1,542 


3,919 
4 


60,531 


2 

85 


170 
1,900 


8,789 


4 

11 


1,098 
1,274 


NA 

-3 


15 

689  10,998 


58 
-2 


485 
31 


51 
16 


457 

26 


1,022 


18 
41 


137 
870 


25,269 
788 


-13 
NA 


969 


409 
1.194 


900 
249 


1,260 
1,265 


1,108 
1,500 


2,730 
3,413 


600 
450 

429 
850 


1,212 
600 


688 
5,600 


19 

33 


2 

29 


9,291 


16 
NA 


540 

257 


346 


8,737 
7,814 


4.061 


NA 
NA 


20 


NA 
NA 


15,515  62,484 


1,162 
235,912 7 


5,901 
2,423 


1,610 
2,155 7 


6.282 
72,848 


10,211 7 
4,320 


2,845 
3,444 


1,648" 
12.887 


2,384 
2,771 


4,341 
6,186 


27,375 
3,790 


2,007 
3,597  • 


294 7 
10,320 


3,046 7 
1,771s 


16,635 
12,727 


1,812 8 
1,070" 


1,116" 
84.449" 


2,930 4 
245,788 


15,399 4 
6.658 4 


6.382 
NA 


12,747 
737,712 


33,885 
13,512 


16,617 3 
17,994 


NA 

17,003 


5,513 4 
17,970 3 


10,786 3 
17.738 


44.942 
12,628 


NA 
NA 


NA 

16,141 


11,044 
NA 


71,046 
NA 


NA 
NA 


NA 
NA 


STOiJL 

% 


0.05 
13.32 


0.09 
0.02 


0.36 
4.92 


0.32 
0.64 


12.65 
0.14 


0.27 
0.15 


0.02 
0.15 


0.06 
0.04 


_  5 

2.61 


0.87 
0.04 


0.02 
0.15 


4.78 
50.41 


0.01 
0.11 


0.41 
0.07 


0.02 


0.05 
0.17 


Entergy/ J  Wayne  Leonard 

EOG  Resources/Mark  G  Papa   

Estee  Lauder  Cos/Fred  H  Langhammer 
Exelon/Corbin  A  McNeill  Jr 


240 

75 

148 
407 


23 
6 

2 
45 


837 

 592^ 

1,900 
856 


1.190 
408 


26 
11 


2,422 
455 


15,850 


4,449 
17,306 


NA 

19,977 4 


_  5 

0.11 


2,400 
1,081 


25 
17 


348 
3 


4,004 
374 


8.653 
2,315 


NA 

7,482 


0.13 
0.27 


Exxon  Mobil/Lee  R  Raymond 
Fannie  Mae/Franklin  D  Raines 


127 
255 


13 
24 


2,110 
945 


7,650 
1,890 


196 
NA 


351 
1,370 


10,112 7 
4,205 7 


55,823 
NA 


0.02 

_  5 


Federal-Mogul/Frank  E  Macher 
Federated  Dept  Sirs/James  M  Zimmerman 

FedEx/Frederick  W  Smith 

Fifth  Third  Bancorp/George  A  Schaefer  Jr 


385 
143 


11 
9 


1,000 1 
1,250 


1,500 6 
1,975 


NA 

48 


1,096  4,452 


2,500 
8,772 7 


NA 

21,590 3 


_  5 

0.09 


247 
360 


6 

27 


1,094 
977 


1,048 
1,463 


1 

17 


2,184 
341 


4,325 
2,781 


30,935 
21,477 


7.00 
0.19 


Finova  Group/William  J  Hallinan 
First  Data/Henry  C  Duques 


678 
68 


34 

3 


308 
950 


218 
836 


NA 

13 


288 
137 


16,287 


813" 
18,210 


NA 

32.430 


0.12 

_  5 


First  Tennessee  Natl/Ralph  Horn 
First  Union  G  Kennedy  Thompson 

FirstEnergy  H  Peter  Burg 
FleetBoston  Finl/Terrence  Murray 

Fleming  Cos/Mark  S  Hansen 
Fluor/Philip  J  Carroll  Jr 
Ford  Motor/Jacques  Nasser 


425 
199 

506 
113 

358 
495 
86 


34 
10 

64 

3 

6 
12 
1 


814 
940 


-34 


1,055 
4,697 


243 
5 


2.113 
5,641 


10,658 
NA 


0.41 
0.03 


766 
992 

847 
1,050 
1,625 


384 
5,000 


17 
20 


507 
5,660 


1,656 
11,653 


3.688 4 
40.945 


0.05 
0.09 


1,700 
7,700 


47 
-45 
13 


254 
677 
6,377 


256 


2.802 
1,727 
15,957 


5,180 4 
6,144 4 
44,338 4 


0.19 
0.27 

_  5 


Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  6  stock  price  and  includes  all  classes  of  common.  Compensation  percent  change  is 
based  on  combined  salary  and  bonus.  'Annualized  salary.  2Paid  to  date.  'Four-year  total.  'Three-year  total.  'Less  than  0.01%.  Annualized  bonus.  'Prior-year  data.  8New  CEO; 
compensation  may  be  for  another  executive  office.  9Less  than  $100,000.  '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu 
of  portion  of  bonus.  NA:  Not  available  or  not  applicable. 
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RAYMOND  WEIL 

GENEVE 


www.raymondweil.com 


RAYMOND  WEIL 

GENEVE 


CJIMEAHY/CHIEE  EXECUTIVE 


JrULNJL 


COMPENSATION 


STOCK  OWNED 


Among  In 
800  CEOS  industry 


STHOUSANDS 


Salary  Bonus 


% 
change 


STHOUSANDS 


Other  Stock  gains     Total      5-yr  total 


% 


SMILLIONS 
Mkt  value 


Forest  Labs/Howard  Solomon 
Fortune  Brands/Norman  H  Wesley 

Fox  Entertainment/K  Rupert  Murdoch 
PL  Group/James  L  Broadhead 


79 
347 


30 


731 
800 


200 
1,020 


21 
62 


23 
1,060 


15,908 


NA 12 
1,050 


NA 

1,221 


16  37,325 


16,863 
2,880 


39,596 


49,293 
NA 


2.60 
0.03 


NA 

52,604 


24.83 13 
0.08 


-'ranklin  Resources/Charles  B  Johnson 
:reddie  Mac/Leland  C  Brendsel 


704 
76 


35 
13 


Sannett/Douglas  H  McCorkindale 
Jap/Millard  Drexler 


173 
100 


595 
1,017 

1,058 
2,279 


1,710 


-44 
94 


127 
336 


14,151 


722 
17,214 


5,073 
34,250 


18.92 
0.07 


2,000 
3,263 


NA 

-29 


86 
182 


4,284 
7,568 


7,428 
13,292 


NA 

379,118 


0.17 
1.15 


iateway/Theodore  W  Waitt 
lemstar-TV  Guide  Intl/Henry  C  Yuen 


208 


28 


Jenentech/ Arthur  D  Levinson 
General  Dynamics/Nicholas  D  Chabraja 

!leneral  Electric/John  F  Welch  Jr 
General  Mills/Stephen  W  Sanger 


17 
119 


NA 

1.922 

755 
950 


12 
288 


1 
14 


4,000 
696 


NA 

2,912 

985 
1,750 

12,700 
1,265 


29 


490 


5,323 


NA 

16,179 


31.34 
2.97 


0 
13 

25 
13 


69 
2,378 

2,612 
307 


57,321 
5,357^ 

57,113 
1,233 


General  Motors/G  Richard  Wagoner  Jr 
Senuine  Parts/Larry  L  Prince 


160 
531 


2 
16 


1,350 
655 


2,597 
799 


NA 

-8 


582 
2 


3,476 


59,130 
10,435^ 

76,425 
3,501 


89,916 

3175JT3 

324,789 
16,685 


0.22 


0.03 
0.04 


8,005 78 
1,456 


NA 

9.148 


0.02 
0.14 


aeorgia-Pacific  Group/Alston  D  Correll 
iillette/James  M  Kilts 


324 
445 


4 
11 


1,200 
1,000 1 


1,800 
1,000 1 


-5 
NA 


65 


3,065 
2.000 


14,985 
NA 


0.11 


>olden  State  Bancorp/Gerald  J  Ford 
•olden  West  Finl/Marion  0  Sandler14 


297 
261 


21 
18 


1,000 
950 


1,840 

237 


-21 
5 


535 
21 


2,778 


3,375 
3,986 


10,465 4 
48,517 


14.23 
10.30 


ioldman  Sachs  Group/Henry  M  Paulson  Jr 
if  Goodrich/David  L  Burner 


70 
319 


11 
9 


600 
900 


14,057 
1,376 


-10 

23 


3,453 
668 


138 


18,110 
3,082 


NA 

14,073 


0.83 
0.13 


lOodyear/Samir  G  Gibara 
ISPU/FredDHafer 

ireat  A&P  Tea/Christian  W  E  Haub 
ireenPoint  Financial/Thomas  S  Johnson 

iuidant/Ronald  W  Dollens 
lalliburton/David  J  Lesar 


558 
626 


646 
381 


18 

12 
31 


529 
250 


38 
26 


1,100 
738 

"T20 
750 

550 
958 


176 


4 

-45 


50 
288 


1.325 
1,027 


11,553 
5,609 


0.01 
0.01 


320 
450 

506 
2,013 


67 
-22 


12 
1,331 


952 
2,531 


2,015 4 
19,010 


_  5 
0.72 


13 
NA 


54 
1,309 


356 


1,466 
4,280  s 


9.684 
NA 


0.11 
0.06 


larley-Davidson/Jeffrey  L  Bleustein 
lartf  ord  Finl  Service/Ramani  Ayer 


206 
158 


718 
996 


1,751 
1,752 


26 
55 


2,955 
2,938 


2,441 


5,424 
8,126 


10,557 3 
22,796 


0.25 
0.09 


ICA-Healthcare  Co/Jack  0  Bovender  Jr 
lealth  Net/Jay  M  Gellert 


373 
718 


32 
52 


813 
587 


NA 

17 


196 
79 


1,564 


2,572 8 
666 


NA 

1,759 4 


0.02 
0.02 


iealthSouth/Richard  M  Scrushy 
IJ  Heinz/William  R  Johnson 


275 
321 


24 
16 


3,655 
900 


1,777 


124 

-6 


55 
403 


3,710 
3,080 


142,649 
17,645 4 


1.32 
0.08 


teller  Financial/Richard  J  Almeida 
lershey  Foods/Richard  H  Lenny 


524 
696 


30 
32 


750 
750 1 


740 


lewlett-Packard/Carleton  S  Fiorina 
libernia/J  Herbert  Boydstun 

lilton  Hotels/Stephen  F  Bollenbach 
lome  Depot/Robert  L  Nardelli 


32 
751 


11 
92 


338 


17 


1,000 
271 

928 
NA 


1,766 
153 


12 
NA 

323 
NA 


1,495 
750 


8,119 
NA 


0.14 


34,357 
85 


37,123 
509° 


NA 
NA 


1,800 
NA 


173 


222 


2,950 


7,117 
NA 


loneywell/Michael  R  bonsignore 
lousehold  Intl/William  F  Aldinger  III 


101 

95 


3 
14 


1,500 
1,000 


975 
4,000 


-20 
25 


357 
400 


10,446 
9,070 


13,277 
14,470 


43,915 
27,291 


lumana/Michael  B  McCallister 
luntington  Bancshs/Thomas  E  Hoaglin 


592 
679 


42 
74 


625 
800 1 


390 


69 
NA 


123 


1,138 
800 


NA 
NA 


2  Technologies/Sanjiv  S  Sidhu 
BP/Robert  L  Peterson 


773 
182 


150 
1,000 


75 
5,206 


0 
-15 


36 
365 


261 7 
6,570 


1,206 
37,113 


0.03 
0.29 


0.01 
NA 


0.03 
0.07 


0.17 
0.02 


30.24 
0.44 


DT/Howard  S  Jonas 

KON  Office  Solutions/James  J  Forese 


774 
515 


43 
9 


202 
825 


713 


26 


202 
1,564 


768 
3,770 4 


20.54 
0.10 


llinois  Tool  Works/W  James  Farrell 
mmunex/Edward  V  Fritzky 
ngersoll-Rand/Herbert  L  Henkel 


305 


348 


8 
11 
10 


900 
680 
950 


1,310 
1,445 
850 


8 

83 
14 


446 
69 
1,078 


651 
12,964 


3,307 
15,158 
2,878 


15,248 
26,476 
NA 


0.02 
0.05 
0.05 


ik  is  based  on  total  compensation  for  latest  tiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  6  stock  price  and  includes  all  classes  of  common  Compensation  percent  change  is 
ed  on  combined  salary  and  bonus.  'Annualized  salary.  'Paid  to  date.  3Four-year  total.  4Three-year  total.  5Less  than  0  01%.  Annualized  bonus.  'Prior-year  data.  8New  CEO; 
npensation  may  be  for  another  executive  office.  9Less  than  $100,000.  '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu 
lortion  of  bonus.  ^Compensation  paid  by  News  Corp.  Ltd.,  figures  undisclosed.  ''Includes  shares  held  indirectly.  "Office  jointly  held  with  Herbert  M.  Sandler  NA:  Not  available  or 
applicable. 
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nxecuTive  uompensanon 


COMPANY/CHIEF  EXECUTIVE 

RANK 

COMPENSATION 

STOCK 

OWNED 

Am  n  tit* 

In 

STHOUSANDS 

% 

STHOUSANDS 

%  SMILLIO 

800  CCDS 

industry 

Sslsry 

Bonus 

change 

Other  Stock  gains 

Tntal 

o-yr  Toiai 

Mktvalu 

Ingram  Micro/Kent  6  Foster 

471 

39 

1,000 1 

808 

NA 

20 

- 

1,828 

NA 

- 

1  

- 

Integrated  Device  Tech/Jerry  G  Taylor 

310 

34 

317 

548 

NA 

1 

2,350 

3,215 8 

NA 

- 

- 

Intel/Craig  R  Barrett 

39 

13 

575 

2,785 

8 

*  398 

27,653 

31,411 

151,660 4 

0.04 

65.8 

IBM/Louis  V  Gerstner  Jr 

6 

3 

2,000 

8,000 

9 

33,522 

59,887 

103,410 

282,519 

0.05 

88.4 

International  Paper/John  T  Dillon 

167 

1 

1,089 

975 

8 

5,584 

- 

7,648 

18,025 

0.07 

11.1 

Interpublic  Group/John  J  Dooner  Jr 

363 

14 

1,155 

1,500 

NA 

104 

- 

2,759' 

NA 

0.34 

37.11 

Intuit/Stephen  M  Bennett 

346 

18 

750 1 

1,964 

NA 

181 

- 

2,894 

NA 

0.11 

6.G 

ITT  Industries/Louis  J  Giuliano 

498 

16 

624 

632 

NA 

443 

- 

1,699 8 

NA 

0.33 

11.6 

JDS  Uniphase/Jozet  Straus 

52 

10 

326 

278 

NA 

- 

24,916 

25,520  s 

NA 

- 

- 

Jefferson-Pilot/David  A  Stonecipher 

343 

22 

1,012 

1,300 

2 

612 

- 

2,924 

12,685 

0.12 

8.2 

John  Hancock  Finl/David  F  D'Allesandro 

266 

18 

917 

1,960 

NA 

1,053 

- 

3,930 

NA 

0.06 

6.8 

Johnson  &  Johnson/Ralph  S  Larsen 

169 

17 

1,435 

1,550 

8 

1,718 

2,922 

7,625 

66,206 

0.05 

61.3 

Johnson  Controls/James  H  Keyes 

238 

5 

1,083 

2,260 

17 

1,133 

- 

4,475 

15,196 

0.07 

4.3 

Jones  Apparel  Group/Sidney  Kimmel 

353 

8 

1,000 

1,350 

0 

483 

- 

2,833 

9,556 

12.15 

522.7 

Juniper  Networks/Scott  Kriens 

765 

41 

250 

114 

108 

- 

- 

364 

882 3 

5.71 

616.6 

Kellogg/Carlos  M  Gutierrez 

649 

28 

806 

128 

-15 

12 

- 

946 

3,433 4 

0.03 

3.2 

Kerr-McGee/Luke  R  Corbett 

485 

62 

893 

730 

74 

120 

30 

1,773 

6,404 

0.09 

5.4 

KeyCorp/Henry  L  Meyer  III 

492 

42 

688 

527 

NA 

98 

425 

1,737 8 

NA 

0.04 

3.8 

KeySpan/Robert  B  Catell 

281 

29 

786 

336 

10 

23 

2,458 

3,683 

6,028 4 

0.05 

2.6 

Kimbei  ly  Clark/Wayne  R  Sanders 

299 

6 

950 

1,110 

-28 

37 

1,254 

3,351 

40,901 

0.07 

23.3 

Kinder  Morgan/Richard  D  Kinder 

781 

100 

_  12 

0 

- 

- 

— 

NA 

20.84 

1,295.6 

mgu  a  mm          _  _  / 1  /            .i_  |    (N    L  J 

KLA-Tencor/Kenneth  L  Schroeder 

87 

19 

505 

738 

44 

96 

13,931 

15,269 

NA 

0.13 

9.1 

Kmart/Charles  C  Conaway 

128 

7 

1,400 1 

8,088 

NA 

447 

- 

9,935 

NA 

0.20 

8.6 

If     •  _.«  ,  (ft-  f  J        In  A     .  1             it  J  J 

Knight  Kidder;  P  Anthony  Ridder 

541 

29 

894 

506 

-17 

14 

— 

1,415 

14,359 

0.28 

ll.C 

Kohl's/R  Lawrence  Montgomery 

386 

18 

750 

248 

43 

35 

1,466 

2,498 7 

NA 

0.31 

58.7 

Kroger/Joseph  A  Pichler 

308 

5 

903 

813 

44 

111 

1,429 

3,256 7 

12,320 

0.18 

33.1 

Lear/Robert  E  Rossiter 

604 

19 

880 

- 

NA 

225 

- 

1,105 8 

NA 

0.17 

3.c 

■  -  -     .  -    A    M     m  -  1  f~    1  -      f  ill  ■  j  . 

Leggett  &  Platt/Fehx  E  Wright 

554 

17 

698 

448 

-16 

202 

— 

1,348 

NA 

1.09 

39.4 

Lehman  Bros  Holding/Richard  S  Fuld  Jr 

20 

3 

750 

8,750 

81 

1,527 

42,950 

53,977 

84,526 

1.54 

231.Z 

Lennar/Stuart  A  Miller 

294 

7 

600 

2,817 

25 

7 

- 

3,424 

9,522  * 

0.27 

6.4 

Level  3  Commun/James  Q  Crowe 

342 

23 

350 

1,000 

108 

1,576 

- 

2,926 7 

3,753 4 

2.83 

mi 

Lexmark  International/Paul  J  Curlander 

577 

11 

705 

— 

-57 

498 

- 

1,202 

4,450 4 

0.22 

14.S 

Liberty  Financial  Cos/Gary  L  Countryman 

— 

— 

_  13 

- 

- 

— 

NA 

NA 

H 

Eli  Lilly/Sidney  Taurel 

65 

7 

1,300 

1.48/ 

4 

3,304 

12,697 

18,789 

r>  a  nee  a 

64,855 4 

0.06 

54.G 

Limited/Leslie  H  Wexner 

185 

12 

1,186 

3,332 

76 

1,824 

- 

6,342 7 

18,770 

21.21 

1.463.2 

Lincoln  National/Jon  A  Boscia 

139 

6 

750 

3,500 

128 

4,754 

185 

9,189 

16,058 4 

0.10 

ii 

Linear  Technology/Robert  Fi  Swanson  Jr 

89 

26 

274 

2,263 

56 

32 

12,567 

15,137 

35,120 

0.09 

10.2 

■  |     ■  |    ■  ■             m  ■           ft  1                                     /"»  ft 

Lockheed  Martin/Vance  D  Coffman 

263 

7 

1,293 

2,500 

201 

166 

— 

3,959 

10,382 1 

0.05 

8.1 

Loews/Jarnes  S  Tisch 

487 

24 

1,285 

425 

4 

56 

- 

1,766 

4,887 4 

1.35 

154.E 

■  •   In  l     i  i  T'ii 

Lowe  s  Cos/Robert  L  Tillman 

473 

25 

935 

690 

-36 

196 

— 

1,821 

13,715 

0.05 

111 

LSI  Logic/Wilfred  J  Corrigan 

23 

7 

848 

1,400 

3 

6 

48,881 

51,135 

56,287 

3.05 

150.2 

Lucent  Technologies/Henry  Schacht 

NA 

NA 

- 

- 

NA 

_  5 

0.1 

Lyondell  Chemical/Dan  F  Smith 

325 

3 

1,018 

1,547 

8 

494 

- 

3,058 

15,901 

0.14 

2.5 

M&T  Bank/Robert  G  Wilmers 

367 

28 

423 

500 

5 

13 

1,775 

2,711 

17,873 

4.75 

311.8 

Manpower/Jeffrey  Joerres 

434 

18 

700 

588 

68 

763 

— 

2,051 

NA 

0.03 

0,1 

as          •    ■  .  ■  .  ■  /  in  I- 1|       jib            «  x  1 

Marriott  Intl/J  Willard  Marriott  Jr 

480 

22 

1,000 

1,167 

10 

203 

2,369 

OA  <t4A 

20,338 

8.12 

778.1 

Marsh  &  McLennan/ Jeffrey  W  Greenberg 

233 

15 

1,200 

1,500 

17 

1,888 

4,588 

NA 

0.06 

13.8 

Marshall  &  llsley/James  B  Wigdale 

415 

32 

725 

441 

-20 

1,062 

2,228 

18,656 

0.25 

13.1 

Masco/Richard  A  Manoogian 

345 

9 

1,200 

576 

-11 

1,121 

2,897 

61,965 

1.27 

139.' 

Mattel/Robert  A  Eckert 

166 

3 

1,250 1 

4,035 

NA 

2,452 

7,737 

NA 

0.08 

5.8 

Mavim  Intocrratori  Prnri/  Inhn  P  RiffnrH 

15 

6 

300 

1,900 

11 

59,212 

61,412 

132,547 

0.53 

53. 

Rank  is  based  on  total  compensation  for  latest  fiscal  year  Market  value  of  CEO  stock  is  based  on  Apr.  6  stock  price  and  includes  all  classes  of  common.  Compensation  percent  change  is 
based  on  combined  salary  and  bonus.  'Annualized  salary.  2Paid  to  date.  3Four-year  total.  "Three-year  total.  5Less  than  0.01%.  Annualized  bonus.  7Prior-year  data.  BNew  CEO; 
compensation  may  be  for  another  executive  office.  9Less  than  $100,000.  '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu 
of  portion  of  bonus.  l2At  his  request,  CEO  received  $1  of  base  salary  and  no  bonus.  l3CEO  does  not  receive  compensation  from  company.  NA:  Not  available  or  not  applicable. 
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iviarKeis  cnange. 
Bonds  fluctuate.  Stocks  slide. 

You  need  an  asset  manager  who  never  flinches, 


fictory 

itpital  Management 


At  Victory  Capital  Management,  we  believe  changes,  fluctuations,  even 
devaluations  bring  opportunity.  We  approach  this  market  with  patience.  We 
seek  long-term  returns  for  each  investment  and  each  investor.  We  plan  carefully 
based  on  discipline  and  in-depth  research.  Even  in  unpredictable  markets,  we 
manage  risk  responsibly.  All  to  achieve  remarkable  returns. 

Call  Victory  Capital  Management  today.  1-877-660-4400. 

Investment  Management  •  Mutual  Funds  •  Securities  Lending 

Victory  Capital  Management  Inc.  is  a  member  of  the  Key  financial  network. 


MARKS  AND  SPENCER,  the  international  U.K.  retailer,  was  ready  for  an 
upgrade.  But.  rather  than  replacing  their  legacy  systems,  they  simply  extended 
them  with  enterprise  software  from  Microsoft.  Today,  Marks  and  Spencer  can 
quickly  link  sales  data  from  305  worldwide  locations  to-the  legacy  datacenter  at 

headquarters,  giving  them  real-time  information  on  their  ever-changing  retail  world. 


©  2001  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Windows  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries.  The  names  of  actual 
companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


terprlse  software  from  Microsoft  lets  you  breathe 

The  need  to  keep  up 
h  change  is  real.  Unfortunately,  dealing  with  this  reality  by 
irting  from  scratch  comes  with  a  price.  Well,  maybe  what 
I  need  isn't  a  whole  new  system,  just  more  flexible 
ftware.  The  Microsoft®  Windows®  2000  Server  family  and 
prosoft  .NET  Enterprise  Servers  breathe  new  life  into 
pcy  systems  by  making  it  possible  to  easily  integrate  with 
er  systems,  while  also  adding  improved  functionality  to 
[rything  you  do.  So  as  your  business  grows  and  changes, 
ir  systems  do  the  same— quickly  and  easily— all  the  while 
ftecting  your  existing  investments.  Now  that's  impressive, 
learn  how  to  add  new  life  to  your  existing  technology,  visit 
t:rosoft.com/business 


COMPANY/CHIEF  EXECUTIVE 

RANK 

COMPENSATION 

STOCK 

OWNED  1 

Amnnf* 

Minting 

In 

 STHOOSANDS  

% 

^THOUSANDS 

% 

SMILLIO  1 

■ 

■ 

800  CEOS 

On  1  til  y 

Rnnnc 

DUIIllo 

chanffe 

Other  Stock  gains 

Total 

u  ji  lUldl 

Mktvahl 

t 

May  Dept  Stores/Eugene  S  Kahn 

268 

13 

1,238 

788 

8 

1,852 

- 

3,877 7 

NA 

0.11 

11.: 

MBIA/Joseph  W  Brown  Jr 

591 

32 

750 

— 

2 

396 

- 

1,146 

NA 

0.35 

25.! 

MBNA/Alfred  Lerner 

192 

22 

2,000 

4,000 

20 

'  - 

- 

6,000 

18,515 

11.59 

3.170.: 

McDonald's/Jack  M  Greenberg 

216 

1 

1,274 

1,264 

-7 

450 

2,093 

5,081 

20,220 4 

0.02 

6.S 

McGraw-Hill  Cos/Harold  W  McGraw  III 

229 

10 

900 

1,400 

14 

2,388 

55 

4,743 

22,040 5 

0.22 

25.: 

McKesson  HBOC/John  H  Hammergren 

652 

45 

692 

— 

-34 

244 

- 

936 

NA 

0.13 

9.: 

McLeodUSA/ClarkEMcLeod 

204 

18 

250 

142 

12 

1,883 

3,187 

5,463 7 

12,876 

10.57 

375.1 

Medtronic/Arthur  D  Collins  Jr 

205 

18 

760 

648 

NA 

44 

4,010 

5,461s 

NA 

0.05 

24.1 

Mellon  Finl/Martin  G  McGuinn 

172 

7 

800 

1,500 

19 

1,709 

3,434 

7,443 

20,418 4 

0.16 

30.1 

Merck/Raymond  V  Gilmartin 

334 

31 

1,283 

1,700 

11 

8 

- 

2,991 

16,584 

0.01 

19.1 

Merrill  Lynch/David  H  Komansky 

35 

5 

700 

15,550 

82 

3,515 

14,470 

34,235 

94,435 

0.09 

39.1 

MetLife/Ftobert  H  Benmosche 

138 

5 

1,000 

3,400 

18 

4,850 

- 

9,250 

NA 

- 

- 

MGIC  Investment/Curt  Culver 

298 

20 

463 

633 

11 

383 

1,883 

3,363 

NA 

0.02 

1.1 

MGM  Mirage/J  Terrence  Lannl 

178 

8 

886 

2,540 

NA 

6 

3,500 

6,932 8 

NA 

0.02 

0.! 

Micron  Technology/Steven  R  Appleton 

27 

9 

657 

2,542 

53 

2 

39,570 

42,770 

65,071 

0.07 

13.! 

Microsoft/Steven  A  Ballmer 

731 

16 

428 

200 

-5 

5 

- 

634 

NA 

4.48 

13,464.1 

Minn  Mining  &  Mfg/W  James  McNerney  Jr 

276 

4 

1,300 1 

2,400 6 

NA 

- 

- 

3,700 

NA 

0.03 

li.; 

Mirant/S  Marce  Fuller 

613 

78 

416 

630 

30 

25 

- 

1,071 

NA 

0.11 

11. 

Molex/Frederick  A  Krehbiel 

496 

41 

551 

905 

131 

174 

87 

1,718 

6,375 

10.84 

749.1 

MONY  Group/Michael  1  Roth 

304 

21 

900 

1,100 

14 

1,310 

- 

3,310 

12,045 3 

0.06 

0.! 

JP  Morgan  Chase/William  B  Harrison  Jr 

149 

19 

1,000 

5,281 

1 

953 

1,388 

8,622 

NA 

0.04 

27.1 

r 
S 

Morgan  Stanley  DW/Philip  J  Purcell 

11 

2 

775 

12,613 

4 

11,640 

52,035 

77,062 

205,399 

0.26 

150.' 

Motorola/Christopher  B  Galvin 

379 

25 

1,275 

1,250 

-20 

13 

- 

2,538 

14,672 

0.39 

98.: 

Murphy  Oil/Claiborne  P  Doming 

459 

57 

692 

650 

41 

389 

187 

1,917 

5,719 

3.21 

103.S 

National  City/David  A  Daberko 

264 

19 

998 

400 

-6 

824 

1,732 

3,955 

24,482 

0.09 

14.1 

National  Comm  Bncp/Ernest  C  Roessler 

198 

9 

650 

733 

42 

4,262 

59 

5,704 

10,611 

0.16 

7.1 

Natl  Semiconductor/Brian  L  Halla 

99 

21 

770 

1,600 

125 

2,974 

7,963 

13,306 

19,941 

0.05 

2.: 

Nationwide  Financial/W  G  Jurgensen 

476 

28 

850 1 

952 

NA 

7 

- 

1,809 

NA 

0.02 

0.! 

Navistar  Intl/John  R  Home 

181 

4 

975 

- 

-62 

24 

5,598 

6,598 

13,747 

0.54 

7.: 

NCR/Lars  Nyberg 

491 

8 

1,034 

418 

-1 

292 

- 

1,744 

21,985 

0.13 

4.! 

New  York  Times/Russell  T  Lewis 

359 

19 

870 

1,305 

7 

621 

- 

2,796 

11,475 3 

0.01 

0.! 

Newell  Rubbermaid/Joseph  Galli  Jr 

NA 

NA 

~ 

- 

- 

— 

NA 

_  5 

0.1 

- 

Nextel  Commun/Timothy  M  Donahue 

37 

7 

465 

470 

-8 

803 

30,841 

32,580 

NA 

_  5 

B.1 

Niagara  Mohawk/William  E  Davis 

447 

52 

755 

592 

84 

630 

- 

1,977 

5,971 

_  5 

o.: 

NIKE/Philip  H  Knight 

287 

5 

1,205 

1,331 

26 

967 

- 

3,503 

13,635 

34.71 

3,684.1 

NiSource/Gary  L  Neale 

254 

28 

800 

1,060 

170 

2,379 

- 

4,239 

10,349 

0.21 

13.: 

Norfolk  Southern/David  R  Goode 

409 

10 

950 

410 

43 

760 

189 

2,309 

18,773 

0.12 

7 

North  Fork  Bancorp/John  Adam  Kanas 

306 

23 

1,351 

1,700 

20 

254 

- 

3,305 

30,253 

1.09 

45  :| 

Northeast  Utilities/Michael  G  Morris 

411 

46 

831 

1,200 

0 

274 

- 

2,305 

8,068 3 

0.03 

B 

Northern  Trust/William  A  Osborn 

215 

12 

888 

1,800 

15 

316 

2,104 

5,108 

20,638 

0.19 

24; 

Northrop  Grumman/Kent  Kresa 

137 

5 

1,010 

2,800 

63 

2,390 

3,069 

9,269 

46,332 

0.65 

42! 

Northwest  Airlines/Richard  H  Anderson 

680 

17 

433 

285 

NA 

79 

- 

797 78 

NA 

_  5 

Novellus  Systems/Richard  S  Hill 

53 

14 

622 

2,594 

151 

693 

21,074 

24,983 

51,652 

0.10 

5 J 

NTL/J  Barclay  Knapp 

315 

21 

273 

350 

1 

16 

2,518 

3,157 7 

7,746 3 

0.14 

7! 

Nucor/Daniel  R  DiMicco 

631 

5 

291 

412 

NA 

305 

— 

1,008 8 

NA 

0.03 

1 

Occidental  Petroleum/Ray  R  Irani 

141 

15 

1,250 

2,125 

20 

5,491 

8,866 

132,151 

0.21 

19: 

Office  Depot/Bruce  Nelson 

551 

30 

1,000 

- 

NA 

360 

1,360 8 

NA 

0.07 

1! 

Old  Republic  Intl/A  C  Zucaro 

584 

32 

595 

300 

-36 

8 

267 

1,169 

8,735 

0.30 

10.(1 

Omnicom  Group/John  D  Wren 

211 

10 

875 

2,200 

-10 

2,220 

5,295 

21,793 

0.11 

17.(1 

1 

f 

Oneok/David  L  Kyle 

582 

74 

503 

645 

NA 

31 

1,179 8 

NA 

0.08 

1 

i 

UrdLlc/LdWIcMLU  u  Lllloull 

13 

1 

208 

-94 

75,024 

75,232 

112,471 

23.48 

18,366.! 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  6  stock  price  and  includes  all  classes  of  common.  Compensation  percent  change  is 
based  on  combined  salary  and  bonus.  'Annualized  salary.  2Paid  to  date.  3Four-year  total.  "Three-year  total.  5Less  than  0.01%.  Annualized  bonus.  7Prior-year  data.  8New  CEO; 
compensation  may  be  for  another  executive  office.  9Less  than  $100,000.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu 
of  portion  of  bonus.  NA:  Not  available  or  not  applicable. 
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Leon  West, 
ARAMARK 
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Unlimited  Partnership  with: 

Ernest  N.  Morial  Convention  Center- 
New  Orleans 

Since: 

1984 

Managed  Services: 

Complete  full-service  catering 
for  two  ballrooms  and  140 
meeting  rooms,  plus  the  500-seat 

Atrium  Restaurant,  150-seat 
Lagniappe  Food  Court,  225-seat 
Jazz  City  Cafe  and  1 7  themed 
Exhibit  Hall  Cafes. 

Value  Created: 

•  One  million  visitors  annually. 

•  Rated  one  of  the  world's  "best 
food"  convention  centers. 

Jimmie  D.  Fore, 
President  /  General  Manager, 
Morial  Convention  Center: 

"Our  ARAMARK  team  has  become 
part  of  our  marketing  strategy. 
Their  talent,  resourcefulness  and 
'no  limits'  approach  to  food  has 
helped  us  land  and  retain  the  biggest 
trade  shows  in  the  U.S.  and  deliver 
on  the  city's  unique  legacy  of 
world  class  food  experiences. " 

Leon  West, 
ARAMARK  Executive  Chef, 
Sports  &  Entertainment  Services: 

"Every  day  is  an  adventure.  Some  days 
we  go  gumbo  and  jambalaya.  Some 
days,  Creole  salad  and  crawfish 
etouffee.  Other  days  racks  of  veal 
and  filet  mignon.  It's  whatever  our 
guests  want.  When  the  trade  show  or 
corporate  event  ends,  we  want  to 
hear  'We'll  be  back!'  And  we  want 
the  food  to  be  one  of  the  reasons. " 

To  learn  more  about  ARAMARK 
Unlimited  Partnerships  visit  our  website 
at  www.aramark.com  or  call 
1-800-ARAMARK. 

ARAMARK®  Managed  Services  for 
Business,  Government,  Healthcare. 
Sports  and  Entertainment, 
and  Educational  Institutions  include: 
Food  and  Support  Services, 
Uniform  and  Career  Apparel, 
Child  Care  and  Early  Education. 

'  ARAMARK 

Managed  Services,  Managed  Better. 


Executive  Compensation 


COMPANY/CHIEF  EXECUTIVE 


Owens  Corning/Glen  H  Hiner 
Owens-Illinois/Joseph  H  Lemieux 


Oxford  Health  Plans/Norman  C  Payson 
Paccar/Mark  C  Pigott 


RANK 


Among  In 

3(Ki  CEOS  industry 


262 
424 


674 
500 


40 
17 


COMPENSATION 


^THOUSANDS  

Salary  Bonus 


1,000 
651 


2,036 
138 


350 
1,070 


350 


% 
change 


STHDUSANDS 


Other  Stock  gains     Total      5-yr  total 


-24 
-13 


937 
1,332 


0 

-39 


150 
616 


3,972 
2,120 


050 
1,686 


18,695 
20,817 


4,886 4 
8,063 


STOCK  QWNEI 


%  SMILL 
Mktva 


0.33 
0.48 


1.01 
0.99 


Pacific  Century  Finl/Michael  E  O'Neill 
PacifiCare  Health/Howard  G  Phanstiel 


511 
650 


45 
46 


.900 1 
450 1 


600 6 
350 


NA 
NA 


89 
118 


1,589 
918 


NA 
NA 


0.85 
0.03 


Palm/Carl  J  Yankowski 

Park  Place  Entertain/Thomas  E  Gallagher 


586 
595 


47 
30 


600 1 
975 1 


430 
149 


NA 
NA 


130 


1,160 
1,124 


NA 
NA 


0.06 


Parker-Hannifin/Duane  E  Collins 
Paychex/6  Thomas  Golisano 


171 
662 


3 
30 


1,035 
644 


854 
260 


12 


510 
5 


5,113 


7,512 
909 


17,667 
3,637 


0.11 
10.76 


JC  Penney/Allen  Questrom 

Pepsi  Bottling  Group/Craig  E  Weatherup 


365 
391 


17 
21 


1,250 1 
859 


1,250 6 
1,488 


NA 

17 


237 
92 


2,737 
2,439 


NA 

24,920 4 


0.03 
0.41 


PepsiCo/Roger  A  Enrico 
Pfizer/Henry  A  McKinnell 


150 
92 


3 
12 


_  12 

984 


4,000 
1,427 


74 
NA 


202 
5,056 


4,404 

7,223 


8,666 
14,690 8 


23,025 
NA 


0.03 
0.01 


PG&E/Robert  D  Glynn  Jr 
Pharmacia/Fred  Hassan 


650 
289 


27 


900 
1,250 


-56 


2,006 


45 

235 


945 
3,491 


6,587 3 
23,467 3 


0.05 


Phelps  Dodge/J  Steven  Whisler 
Philip  Morris  Cos/Geoffrey  C  Bible 


402 
66 


650 
1,750 


300 
3,000 


33 
-21 


1,407 
10,077 


3,723 


2,357 
18,549 


NA 

71,921 


Phillips  Petroleum/James  J  Mulva 
Pinnacle  West/William  J  Post 


140 
484 


14 
61 


1,046 
519 


4,517 
510 


196 
12 


3,119 
142 


479 
615 


9,161 
1,786 


NA 

3,782 4 


0.11 
0.04 


0.11 
0.25 


Pitney  Bowes/Michael  J  Critelli 
PNC  Financial  Services/James  E  Rohr 


290 
144 


919 
836 


600 
2,601 


-14 
34 


968 
2,541 


1,004 
2,758 


3,490 
8,736 


19,044 
NA 


0.11 
0.07 


Popular/Richard  L  Carrion 
Potomac  Electric/John  M  Derrick  Jr 


728 
622 


86 
79 


540 
542 


61 
255 


-2 
12 


42 
240 


643 
1,037 


4,530 
3,582 3 


PPG  Industries/Raymond  W  LeBoeuf 
PPL/William  FHecht 


480 
548 


10 

72 


840 
788 


850 
571 


-1 
19 


107 

33 


1,797 
1,393 


12,766 3 
5,506 


0.82 
0.04 


0.07 
0.46 


Praxair/Dennis  H  Reilley 
Procter  &  Gamble/Alan  G  Lafley 


521 
494 


13 
13 


658 2 
799 


660 


NA 
NA 


186 
255 


677 


1,504 
1,732 f 


NA 
NA 


Progress  Energy/William  Cavanaugh  I 
Progressive/Glenn  M  Renwick 


378 
750 


40 

36 


871 
488 


1,285 


55 
NA 


385 
23 


2,541 
512 f 


8,144 
NA 


0.03 

_  5 


0.18 
0.03 


Protective  Life/Drayton  Nabers  Jr 
Provident  Finl  Group/Robert  L  Hoverson 


489 
574 


30 
59 


643 
603 


185 
500 


-37 
-2 


929 
119 


1,757 
1,222 


11,766 
9,159 4 


0.60 
0.34 


Providian  Financial/Shailesh  J  Mehta 
Pub  Svc  Enterprise/E  James  Ferland 


97 
399 


15 
44 


956 
890 


1,371 
1,001 


11 

22 


11,614 
420 


58 


13,941 
2,370 


58,513 
8,306 


0.30 
0.11 


Quaker  Oats/Robert  S  Morrison 
Qualcomm/lrwin  M  Jacobs 


220 
368 


8 

24 


1,050 
873 


851 


-61 
-1 


3,868 
704 


268 


4,918 
2,695 


16,897 3 
11,170 


0.16 
2.62 


Qwest  Communications/Joseph  P  Nacchio 
RadioShack/Leonard  H  Roberts 


7 

130 


855 
1,000 


1,964 
1,706 


83 
59 


1,114 
2,058 


93,455 
5,127 


97,387 
9,890 


194,212 3 
28.988 4 


0.03 
0.07 


Ralston  Purina/W  Patrick  McGinnis 
Raytheon/Daniel  P  Burnham 


177 
270 


800 
974 


1,100 
1,750 


29 
51 


76 
1,089 


5,009 


6,985 
3,813 


18,470 3 
9,300 4 


0.09 
0.19 


Regions  Financial/Carl  E  Jones  Jr 
Reliance  Group/George  R  Baker 


546 


49 


650 
NA 


459 
NA 


33 


197 


90 


1,396 


7,037 3 
NA 


Reliant  Energy/R  Steve  Letbetter 
Rite  Aid/Robert  G  Miller 


300 
419 


30 
21 


914 
1,250 1 


2,102 
600 6 


52 
NA 


335 
305 


3.350 
2,155 


NA 
NA 


0.19 


0.03 
0.36 


RJ  Reynolds  Tobacco/Andrew  J  Schindler 
Rockwell  Intl/Oon  H  Davis  Jr 


257 
414 


11 
12 


900 
900 


1,250 
1,300 


12 
-12 


1,995 
30 


4,145 
2,230 


14,077 
10,520 


Rohm  and  Haas/Rajiv  L  Gupta 
Safeco/Michael  S  McGavick 


512 


12 


788 
NA 


324 
NA 


-38 


368 


103 


1,582 


NA 
NA 


0.20 
0.04 


0.04 


Safeway/Steven  A  Burd 

St  Paul  Cos/Douglas  W  Leatherdale 

Sanmina/Jure  Sola 


382 
183 
556 


7 
11 
44 


870 
1,010 
480 


1,657 
1,746 
800 


44 
-15 
34 


950 
52 


2,863 


2,527 
6,569 
1,332 


25,687 
14,486 
7,544 


0.09  24. 
0.18  16. 
0.24  13. 


Rank  is  based  on  total  compensation  for  latest  fiscal  year  Market  value  of  CEO  stock  is  based  on  Apr.  6  stock  price  and  includes  all  classes  of  common.  Compensation  percent  change  is 
based  on  combined  salary  and  bonus.  'Annualized  salary.  2Paid  to  date.  3Four-year  total.  4Three-year  total.  5Less  than  0.01%.  Annualized  bonus.  'Prior-year  data  8New  CEO; 
compensation  may  be  for  another  executive  office.  9Less  than  $100,000.  '"Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu 
of  portion  of  bonus.  l2At  CEO  request,  salary  reduced  from  $900,000  to  $1.  NA  Not  available  or  not  applicable. 
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THIS  IS  FOR  ALL  THOSE   PEOPLE  WHO  ASK  US  WHAT  WE  MAKE. 


I 


BASF.  A  COMPANY  THAT'S  RETURN -FOCUSED  AND  GLOBALLY  POSITIONED. 

SUCCESS  IS  VALUE-ENHANCING  GROWTH.  WITH  A  PRESENCE  IN  OVER  170  COUNTRIES,  WE  TRULY  ARE 
GLOBAL.  IN  CHEMICALS,  AGRICULTURAL  PRODUCTS  AND  NUTRITION,  AND  THE  OIL  AND  GAS  INDUSTRY,  WE'RE 
HOT  ONLY  POSITIONED  FOR  LONG-TERM  GROWTH,  BUT,  MORE  IMPORTANTLY,  FOR  PROFITABLE  GROWTH.  ALL 

MAKING  PRODUCTS  BETTER. 

BASF 


Executive  Compensation 


_CQMEANH£HLE F  EXECUTIVE 

RANK 

 ■  j,  

COMPENSATION 

STOCK  OWNED 

Among 

In 

STHOUSAMDS  

°/o 

STHOUSAMDS 

SMIUIOt 

800  CEOS 

industry 

Salary 

Bonus 

change 

Other  Stock  gains 

Total 

5  -yr  total 

Mktvahi 

Sara  Lee/C  Steven  McMillan 

234 

9 

834 

1,209 

NA 

109 

2,423 

4,576 8 

NA 

0.03 

4.E 

SBC  Communications/Edward  E  Whitacre  Jr 

18 

2 

1,887 

4,500 

-14 

28,009 

21,783 

56,179 

118,581 

0.02 

23.7 

Scana/William  B  Timmerman 

648 

87 

524 

354 

9 

68 

947 

4,412 

0.06 

1.7 

Schering-Plough/Richard  Jay  Kogan 

58 

6 

1,338 

1,872 

-2 

9,048 

11,552 

23,810 

115,288 

0.02 

9.7 

Charles  Schwab/Charles  R  Schwab 

47 

7 

800 

8,101 

-1 

10 

19,123 

28,034 

153,465 

17.74 

3,715.7 

SCI  Systems/A  Eugene  Sapp  Jr 

201 

27 

777 

1,967 

96 

2,773 

5,517 

NA 

0.05 

1.3 

Scientific-Atlanta/James  F  McDonald 

48 

9 

744 

984 

23 

1,896 

24,137 

27,761 

36,624 

0.15 

9.8 

Sears,  Roebuck/Alan  J  Lacy 

467 

24 

675 

1,041 

NA 

129 

1,845 8 

NA 

0.03 

3.D 

Sempra  Energy/Stephen  L  Baum 

326 

35 

913 

1,560 

NA 

584 

3,057 

NA 

0.04 

2.C 

Service  Corp  InM/Robert  L  Waltrip 

416 

17 

1,001 

713 

77 

504 



2,217 

55,440 

0.34 

4.3 

ServiceMaster/Jonathan  P  Ward 

490 

20 

700 1 

1,050 6 

NA 

1,750 

NA 

7-Eleven/James  W  Keyes 

745 

16 

438 

100 

-8 

16 



553 

NA 

_  5 

_ 

Siebel  Systems/Thomas  M  Slebel 

21 

2 

500 

2,588 

286 

50,586 

53,674 7 

65,144 

9.99 

1.308.C 

Smithfield  Foods/Joseph  W  Luter  III 

277 

12 

620 

2,528 

-18 

523 

3,671 

24,932 

7.53 

129.E 

Smurfit-Stone/Raymond  M  Curran 

374 

5 

1,275 

1,275 

3 

17 

2,567 

NA 

_  5 

0.] 

Solectron/Koichi  Nishimura 

722 

56 

643 

- 

-60 

10 



653 

19,657 

0.06 

6.f 

Southern  Co/H  Allen  Franklin 

437 

51 

656 

1,015 

NA 

245 

126 

2,041 8 

NA 

_  5 

O.E 

SouthTrust/Wallace  D  Malone  Jr 

227 

15 

975 

1,437 

-15 

1,240 

1,115 

4,766 

20,850 

1.68 

128.6 

Southwest  Airlines/Herbert  D  Kelleher 

96 

1 

448 

172 

9 

116 

13,245 

13,981 

37,906 

0.88 

117.1 

Sovereign  Bancorp/Jay  S  Sidhu 

723 

85 

650 

- 

-32 

650 

9,829 

0.88 

17.! 

Sprint  FON/William  T  Esrey 

24 

3 

1,000 12 

220 12 

-49 

11,541 

36,277 

49,039 

144,343 

0.30 

54.* 

Sprint  PCS/William  T  Esrey 

34 

6 

1,000 12 

220 12 

-49 

5,231 

27,791 

34,242 

76,685 

0.17 

34.C 

Staples/Thomas  G  Sternberg 

280 

14 

710 

244 

-21 

2,665 

3,618 

99,081 

0.71 

48.2 

Starwood  Hotels/Barry  S  Sternlicht 

230 

11 

1,000 

3,438 

98 

190 

— 

4,627 

18,802 

0.80 

50i 

State  Street/David  A  Spina 

120 

16 

821 

1,168 

NA 

8,410 

10,399 

NA 

0.31 

45.; 

Stilwell  Financial/Landon  H  Rowland 

56 

10 

788 

- 

5 

82 

23,819 

24,689 

28,713 

0.61 

36.; 

Stryker/John  W  Brown 

235 

22 

750 

800 

11 

160 

2,861 

4,570 

11,648 

4.66 

469.S 

Sun  Microsystems/Scott  G  McNealy 

54 

15 

104 

4,768 

30 

7 

19,969 

24,847 

161,360 

1.73 

787! 

SunGard  Data  Systems/James  L  Mann 

274 

12 

696 

747 

12 

15 

2,259 

3,717 

19,170 

0.54 

34J 

Sunoco/John  G  Drosdick 

389 

42 

758 

1,128 

NA 

573 

2,459 

NA 

0.09 

2.! 

SunTrust  Banks/L  Phillip  Humann 

588 

64 

809 

-34 

339 

1,148 

7,413 3 

0.19 

35.1 

Supervalu/Michael  W  Wright 

249 

3 

932 

1,584 

62 

1,787 

_ 

4,302 

16,987 

0.32 

5.; 

Synovus  Finl/James  H  Blanchard 

562 

56 

685 

_ 

-40 

621 

1,306 

8,470 

0.62 

46.1 

Syseo/Charles  H  Cotros 

278 

4 

750 

1,243 

50 

1,220 

437 

3,650 

NA 

0.11 

20.1 

Target/Robert  J  Ulrich 

180 

11 

1,243 

2,500 

-17 

660 

2,207 

6,610 

43,238 

0.13 

42.: 

TCF  Financial/William  A  Cooper 

335 

25 

700 

1,400 

20 

129 

743 

2,972 

10,791 

2.55 

71.1 

TD  Waterhouse  Gp/Stephen  D  McDonald 

210 

23 

320 

2,400 

157 

1,648 

930 

5,298 

9,310 4 

0.02 

0.1 

Tech  Data/Steven  A  Raymund 

508 

43 

800 

800 

3 

38 

3 

1,641 7 

7,356 

5.07 

79.! 

Tele  &  Data  Systems/LeRoy  T  Carlson  Jr 

570 

33 

709 

504 

29 

37 

1,250 

7,777 

1.81 

99.' 

Tellabs/Richard  C  Notebaert 

594 

34 

750 1 

375 6 

NA 



1,125 

NA 

_  5 

o.; 

Temple-Inland/Kenneth  M  Jastrow  II 

534 

11 

567 

785 

26 

92 

1,445 

NA 

0.11 

2.: 

Tenet  Healthcare/Jeffrey  C  Barbakow 

327 

30 

1,124 

1,802 

66 

130 



3,056 

12,492 

0.35 

5i.; 

Teradyne/George  W  Chamillard 

175 

25 

473 

742 

54 

75 

5,828 

7,118 7 

10,597 4 

0.10 

5.; 

Texaco/Glenn  F  Tilton 

590 

75 

421 

434 

NA 

292 

1,147  s 

NA 

0.03 

n. 

Texas  Instruments/Thomas  J  Engibous 

31 

10 

796 

1,300 

-29 

0  J,  0  ±  H 

38,229 

54,635 

n  n? 

7.! 

Textron/Lewis  B  Campbell 

231 

6 

1,000 

1,938 

22 

1.686 

4,623 

13,457  4 

0.32 

25.! 

TJX  Cos/Edmond  J  English 

599 

33 

540 

340 

50 

71 

164 

1,115 7 

NA 

_  5 

0.! 

Torchmark/C  B  Hudson 

153 

8 

800 

_  ii 

0 

6 

7,665 

8,472 

30,525 3 

0.90 

42.1 

Tosco/Thomas  D  O'Malley 

61 

5 

650 

5,717 

26 

11,294 

3,295 

20,956 7 

37,945 

1.96 

120.1 

Toys  'R'  Us/John  H  Eyler  Jr 

633 

37 

1,000 1 

NA 

1,000 

NA 

0.01 

0.1 

Tribune/John  W  Madigan 

203 

9 

846 

3,000 

50 

145 

1,476 

5,468 

44,626 

0.46 

55.! 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  6  stock  price  and  includes  all  classes  of  common.  Compensation  percent  change  is 
based  on  combined  salary  and  bonus.  Annualized  salary.  2Paid  to  date.  3Four-year  total.  "Three-year  total.  5Less  than  0.01%.  Annualized  bonus.  'Prior-year  data.  8New  CEO; 
compensation  may  be  for  another  executive  office.  9Less  than  $100,000.  l0Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu 
of  portion  of  bonus.  l2Salary  and  bonus  is  paid  by  Sprint  Corp.  for  services  rendered  to  FON  and  PCS.  NA:  Not  available  or  not  applicable. 
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**e   cJf&C  . 

/       /S        .US&  MOW 


Where  is  the  next  opportunity? 


Fresh  ideas. 
Leading  to  results.™* 


Deutsche  Bank 


ng  opportunities  happen. 


I 


s&  Trading         l_  Corporate  Finance 


Transaction  Banking 


Asset  Management 


Private  Banking 


Personal  Banking 


JCLOMPANY/CHIEF  EXECUTIVE 

RANK 

COMPENSATION 

STOCK  OWNE 

Among 

In 

STHOUSANDS  

% 

STHOUSANDS 

% 

SMILH 

800  CEOS 

industry 

Salary 

Bonus 

change 

Other  Stock  gains 

Tntal 

5-vr  tntal 
*l  yi  lUlai 

Mktv; 

 — 

Tricon  Global  Rest/David  C  Novak 

397 

9 

906 

681 

-46 

810 

- 

2,396 

NA 

0.19 

It 

IKW/Uavid  M  uote 

421 

14 

750 

1,000 

NA 

403 

- 

2,153  s 

NA 

0.35 

1' 

TXU/Erle  A  Nye 

451 

53 

950 

380 

-4 

618 

- 

1,948 

7,202 

0.11 

i: 

Tyson  Foods/John  H  Tyson 

668 

29 

650 

— 

-37 

241 

- 

891 

NA 

0.28 

f. 

UAL/James  E  Goodwin 

356 

8 

844 

225 

-7 

778 

963 

2,809 

NA 

0.18 

Ultramar  Diamond/Jean  R  Gaulin 

456 

55 

•840 

1,000 

13 

85 

- 

1,925 

4.767 4 

0.28 

Union  Pacific/Richard  K  Davidson 

601 

13 

963 

_  u 

8 

150 

- 

1,113 

14,804 

0.19 

25 

Union  Planters/Jackson  W  Moore 

528 

47 

572 

400 

NA 

506 

- 

1,479 8 

NA 

0.40 

2D 

UnionBanCal/Takahiro  Moriguchi 

746 

91 

510 

- 

9 

33 

- 

542 

1,789 3 

_  5 

1 

Unisys/Lawrence  A  Weinbach 

323 

35 

1,320 

396 

-35 

1,361 

- 

3,077 

20,881 3 

0.08 

United  Parcel  Service/James  P  Kelly 

269 

7 

963 

569 

2 

52 

2,261 

3,845 

7,812 3 

0.04 

2i 

US  Bancorp/Jerry  A  Grundhofer 

212 

11 

943 

283 

-52 

1,991 

1,994 

5,211 

26,334 

0.04 

1! 

United  Technologies/George  David 

67 

1 

1,200 

2,400 

6 

136 

14,648 

18,384 

66,196 

0.10 

3; 

UnitedHealth  Group/William  w  Mcbuire 

19 

2 

1,696 

3,053 

4 

2,932 

46,449 

54,130 

89,342 

0.08 

1! 

Unocal/Charles  R  Williamson 

656 

89 

437 

187 

NA 

301 

- 

925 8 

NA 

0.09 

llHIintUvnilillnHt/    1   Unrnlrl  OUnnrllnr 

unumProvident/J  Harold  Lnandler 

410 

25 

900 

1,400 

-61 

7 

- 

2,307 

48,416 

0.38 

2! 

US  Airways  Group/Rakesh  Gangwal 

116 

3 

675 

- 

-50 

10,429 

- 

11,104 

25,800 4 

0.92 

21 

uoA  Education/ Albert  L  Lord 

129 

17 

650 

3,000 

62 

39 

6,229 

9,918 

14,393 3 

0.22 

2! 

USA  Networks/Barry  Diller 

371 

20 

500 

1,675 

335 

463 

- 

2,638 

42,101 4 

28.68 

2,31' 

UST  Inc/Vincent  A  Gierer  Jr 

333 

17 

750 

1,885 

-4 

10 

347 

2,993 

19,822 

0.36 

1 

USX-Marathon/Thomas  J  Usher 

251 

27 

1,325 12 

2,500 12 

45 

453 

- 

4,278 

16,996 

0.06 

USX-US  Steel/ 1  nomas  J  Usher 

258 

3 

1,325 12 

2,500 12 

45 

294 

- 

4,119 

14,998 

0.12 

UtiliCorp  United/Richard  C  Green  Jr 

224 

21 

887 

2,000 

276 

1,943 

- 

4,829 

14,247 

2.62 

8: 

Valero  Energy /William  E  Greehey 

103 

9 

1,267 

3,600 

224 

8,070 

- 

12,937 

29,242 

1.40 

3: 

VeriSign/Stratton  D  Sclavos 

43 

2 

300 

138 

33 

- 

29,334 

2S.771 

38,863 3 

0.13 

1 

Veritas  Software/Gary  L  Bloom 

478 

13 

1,000 1 

800 6 

NA 

- 

- 

1,800 

NA 

NA 

Verizon  Commun/Charles  R  Lee 

126 

14 

1,490 

2,621 

39 

4,393 

1,624 

10,128 

40,278 

 5 

l; 

VF/Mackey  J  McDonald 

449 

12 

834 

878 

26 

241 

- 

1,953 

14,291 

0.09 

Viacom/Sumner  M  Redstone 

77 

2 

2,022 

15,000 

NA 

113 

- 

17,135 

NA 

11.11 

8,90! 

Vishay  Intertech/Felix  Zandman 

571 

45 

975 

268 

-5 

3 

- 

1,246 7 

6,772 

6.72 

16 

Visteon/Peter  J  Pestillo 

383 

10 

933 

1,500 

NA 

87 

- 

2,521 

NA 

0.22 

VoiceStream  Wireless/John  W  Stanton 

526 

31 

412 

1.000 

103 

- 

79 

1,490 

4,786 

2.37 

561 

Wachovia/Leslie  M  Baker  Jr 

339 

26 

990 

- 

-59 

1,827 

125 

2,942 

13,330 

0.07 

wai-marr  Mores/ n  Lee  ocott  ji 

352 

15 

992 

1,750 

36 

96 

- 

2,838 

NA 

0.01 

2 

Walgreen/L  Daniel  Jomdt 

362 

16 

950 

543 

2 

1,271 

- 

2,764 

19,929 3 

0.06 

2 

Washington  Mutual/Kerry  K  Killinger 

155 

6 

1,000 

2,461 

36 

1,521 

3,302 

8,284 

20,649 

0.22 

6 

Waste  Management/A  Maurice  Myers 

260 

11 

850 

1,011 

NA 

2,159 

- 

4,020 

NA 

0.04 

WellPoint  Health/Leonard  u  ocnaetter 

115 

14 

1,077 

3,345 

38 

443 

6,372 

11,236 

32,037 

0.25 

1 

Wells  Fargo/Richard  M  Kovacevich 

154 

5 

995 

5,475 

18 

1,866 

- 

8,336 

59,130 

0.08 

6i 

Westvaco/John  A  Luke  Jr 

501 

8 

875 

500 

57 

74 

223 

1,672 

6,267 

015 

Weyerhaeuser/Steven  R  Rogel 

316 

3 

1,000 

1,900 

17 

235 

- 

3,135 

8,070 3 

0.03 

Whirlpool/David  R  Whitwam 

355 

8 

1,081 

850 

-35 

665 

224 

2,820 

16,130 

0.29 

Willamette  inds/Duane  C  McDougall 

616 

15 

1,033 

- 

19 

26 

- 

1,059 

2,922 4 

0.02 

UfnllinMn  ft „ „ /!/„,*[.  r  n_:|-.. 

Williams  Cos/Keith  t  bailey 

194 

20 

950 

— 

5 

11 

4,859 

5,821 

25,737 

0.45 

81 

Winn-Dixie  Stores/Allen  R  Rowland 

661 

13 

700 1 

210 

NA 

- 

- 

910 

NA 

0.04 

WorlcUom/Bcrnarcl  J  Ebbers 

33 

5 

1,000 

10,000 

30 

50 

23,494 

34,544 

72,397 

0.71 

37 

Wm  Wrigley  Jr/William  Wrigley  Jr 

644 

27 

638 

256 

49 

63 

- 

956 

NA 

28.17 

2,95i 

Xcel  Energy/Wayne  H  Brunetti 

426 

48 

757 

852 

97 

482 

2,091 

NA 

0.02 

Xerox/Paul  A  Allaire 

133 

2 

975 

-82 

135 

8,576 

9,686 7 

63,518 

0.09 

Aiiinx/wiNem  r  Koelandts 

941 

ou 

618 

353 

R7 

180 

3,295 

4,446 

6,543 

_  5 

XO  Communications/Daniel  F  Akerson 

752 

40 

500 1 

NA 

500 

NA 

Zinns  Banr ftrL?'  N'Ti  i'K  H  ^immnrK 

UMHl/Wl       1  1  i.I M  10  fl  OIllllllUllo 

578 

61 

501 

300 

78 

399 

1,200 

6,943 

2.81 

12! 

Rank  is  based  on  total  compensation  for  latest  fiscal  year  Market  value  of  CEO  stock  is  based  on  Apr  6  stock  price  and  includes  all  classes  of  common  Compensation  percent  change  | 
based  on  combined  salary  and  bonus.  'Annualized  salary  2Paid  to  date.  3Four-year  total.  "Three-year  total.  5Less  than  0.01%.  Annualized  bonus.  'Prior-year  data.  8New  CEO; 
compensation  may  be  for  another  executive  office.  9Less  than  $100,000  "'Received  options  or  restricted  stock  in  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lie  | 
of  portion  of  bonus.  "Salary  and  bonus  is  paid  by  USX  Corp.  for  services  rendered  to  Marathon  and  US  Steel  NA:  Not  available  or  not  applicable. 
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Give  time 
to  your  patients, 
not  your  paperwork. 


ifi: 


Pocket  PC  Go  wireless. 


Windows    Pocket  PCs  help  doctors  help  people.  By  enabling  them  to 
I      i    sggggg    prescribe  medications,  dictate  notes,  and  access  a  clinical 
library  on  a  single  wireless  device,  office  productivity  is  improved.  With  a  Compaq 
iPAQ  Pocket  PC,  TouchWorks™  by  Allscripts.  and  a  wireless  LAN  card,  doctors  can 
connect  to  their  network  and  make  decisions  based  on  real-time  information,  and 
focus  their  attention  on  what's  important:  people.  ■_•„ 

Learn  more  about  this  wireless  solution  at  PocketPC.com  ^'IfaEaML 


Vorks  software  and  wireless  LAN  card  purchased  separately. 

/Iicrosoft  Corporation.  All  rights  reserved.  Microsoft,  Windows,  the  Windows  logo,  and  Where  do  you  want  to  go  today? 
registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 
:s  of  actual  companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


*-  Microsoft 


Hours  away  from  the  office.  Seconds  away  from  e-m. 


T2 


Go.  Business  will  follow. 


Corporate  E-mail  PLUS. 
The  way  wireless  e-mail  should  be. 

It's  what  your  employees  need  to  be  truly  productive.  So  give  it 
to  them — with  the  only  solution  that  combines  the  security  of 
wireless  corporate  e-mail  from  BlackBerry™  and  the  speed  of 
Interactive  Messaging  PLUS.  So  now  your  employees  can 
communicate  and  share  information  wherever  and  whenever 
they  need  to.*  Isn't  it  about  time  you  found  the  wireless  solution 
that  does  more  for  your  business? 

CingularSM MyBizSM  Interactive  offers  a  range  of  smart  wireless  data 
solutions  including  Corporate  E-mail  PLUS.  Call  1-866-260-2124  or -visit 
cingularinteractive.com/ce10  to  find  out  how  we  can  help  your  business  today. 


BLACKBERRY 

WIRELESS    EMAIL  SOLUTION 


X  cinqulc 


Cingular  Interactive  is  a  business  unit  of  Cingular  Wireless,  a  joint  venture  of  eleven  compan 


eluding  SBC  and  BellSouth. 


INTERAC 


'Coverage  available  in  more  than  93%  of  U.S.  urban  business  population  ©2001  Cingular  Interactive,  LP.  All  rights  reserved.  Cingular  and 
the  Cingular  logo  are  service  marks  of  Cingular  Wireless  LLC  MyBiz  is  a  service  mark  of  Cingular  Interactive,  L  P  RIM,  the  RIM  logo, 
BlackBerry,  the  BlackBerry  logo  and  the  "envelope  in  motion"  symbol  are  trademarks  of  Research  In  Motion  Limited — used  by  permission. 


What  do  you  have  to  s 


SPECIAL      ADVERTISING  SECTION 


HOW  DO  YOU 


v. 


ON  THE  UNKNOWN? 


SUPERCOMM  2001  helps  you  make 
decisions  for  solid  growth. 


> 

o 

o 

Explore  the  Whole  World  of  Communications 
anta,  Georgia  ►  June  3 -7  2001  ►  Exhibits  June  5  - 7  ►  www.supercomm2001.com 
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A  new  infrastruct 
is  taking  shal 
SUPERCOMM's  keynot 
tell  you  what  to  expe 


BY  ELLIS  F 


HOW  DO  YOU 


FOR  A  NETWORKED 
WORLD? 


- 


I 


Explore  the  Whole  World  of  Communications 


As  SUPERCOMM  2001  opens  in  Atlanta  this  June, 
mism  and  uncertainty  mingle  in  the  industry.  For  the 
few  years,  the  focus  has  been  on  the  "new  infrastrud 
and  the  "New  Economy."  But  the  failure  of  dot-ci  Ebca 
market  fluctuations  of  even  blue  chip  telecom  stocks  c  St 
slowing  of  economic  growth  have  raised  question  m 
As  more  than  50,000  communications  professionals 
around  the  world  gather  at  SUPERCOMM,  they  w 
seeking  direction  for  the  road  ahead. 

Fortunately,  SUPERCOMM,  which  takes  place  June 
offers  the  resources  to  probe  for  answers.  Larger  than 
in  2001,  the  "world's  premier  annual  communications 
information  technology  exhibition  and  conference"  has 
expanded  physically.  Encompassing  the  Georgia  World 
gress  Center,  as  well  as  the  Georgia  Dome,  the  event 
boasts  more  than  800  exhibitors  on  a  550,000-plus  net-sa 
foot  exhibit  floor.  This  year's  registration  is  already  run 
well  ahead  of  last  year's  record  attendance.  And  then 
be  more  than  210  education  sessions  covering  every  i 
inable  telecom-related  technical  and  business  topic. 

The  Third  Annual  Telecom  Investor  Forum  at  SUPERCC 
will  be  especially  timely.  Top  management  representir 
hot,  private  companies,  all  founded  since  1998,  will  pre 
to  an  audience  of  venture  capitalists,  analysts  and  c 
financial  professionals.  Unlike  other  financial  conferen 
the  forum's  link  to  SUPERCOMM  allows  participan 


ADVERTISEMENT  3 


amine  the  goods"  and  see  firsthand 
at  the  presenters  can  deliver, 
hose  goods  have  a  bullish  future, 
Drding  to  Matthew  Flanigan,  president 
■BBj  of  the  Telecommunications 
d  ~T  Industry  Association  (TIA), 
1  one  of  the  co-owners  of 
jXfc  SUPERCOMM. 
tti^l     Says  Flanigan:  "Over  the 

0  -  2004  period,  spending  in  the  U.S. 
(communications  industry  will  contin- 
ts  double-digit  growth  at  a  projected 
)%  compound  annual  rate,  to  $954 
m.  International  telecommunications 
iding  will  total  an  estimated  $2.1  trillion 
)04,  growing  by  16.1  %  compounded 
pally." 

I "elecommunications  carriers  of  all 
s  and  services  are  providing  con- 
sumers with  higher  quality, 
specialized  and  affordable 
services  every  day,"  says 
Gary  R.  Lytle.  Lytle  is  interim 
president  and  chief  executive 
;(er  of  the  United  States  Telecom 
fcciation  (USTA),  the  other  co-owner 
JPERCOMM. 

ijys  Lytle,  "The  Internet  has  dynamical- 

bnsformed  the  telecommunications 

ktry  from  a  non-commercial,  research- 

jid  application  to  a  consumer-focused 

jnent  of  the  global  economy. 

local  telecom  carriers  are  strategical- 

isitioned  to  provide  consumers  with 

ralth  of  telecommunications  services 

|/vill  benefit  all  users." 

I PERCOMM  also  brings  together  the 

1  itry  leaders  to  speak  on  venues  and 
lass  the  important  issues  facing 
Inverse  participants.  With  questions 
finding  in  regard  to  a  future  at  once 
|t  with  potential  and  clouded  by  con- 
i|n,  audiences  will  eagerly  seek 
|pm  from  the  experts.  Has  the  suc- 
tion of  technological  revolutions 
tlied  a  stopping  point?  Or  is  it  tem- 
«ily  seeking  a  deeper  foundation  for 
igrowth? 

ubstantial  spurt  of  growth  ahead. 

Telecommunications  expert, 
lawyer  and  author  Peter  W. 
Huber  is  not  alarmed  by  the 
volatility  in  financial  markets. 
Huber  is  a  senior  partner  at 


Kellog,  Huber,  Hansen,  Todd  &  Evans,  a  nary  period  of  growth  for  those  who 
Forbes  columnist  and  the  concluding  could  build  stand-alone  machines  and  the 
speaker  at  SUPERCOMM  2001 .  software  that  ran  on  them. 


"There  will  be  a  very  substantial  spurt  of  growth 
ahead.  Will  it  be  perfectly  smooth?  No.  But  will 
it  continue  to  point  straight  up?  Absolutely." 

-  Peter  W.  Huber,  Senior  Partner,  Kellog,  Huber,  Hansen,  Todd  &  Evans 


According  to  Huber,  the  metrics  of 
backbone  and  wireless  traffic  do  not  imi- 
tate the  ups  and  downs  of  the  Nasdaq.  In 
terms  of  genuine  supply  and  demand  for 
infrastructure  and  services,  there  is  a 
"flat,  steep,  upward-pointing  curve."  The 
uncertainty  comes  from  an  incorrect  per- 
ception of  the  forces  at  work. 

"There  is  a  logic,"  says  Huber,  "to  have 
some  period  of  rise,  deceleration  and 
then  rise  again." 

Huber  divides  recent  technical  history 
into  four  phases. 

"The  big  boom  in  the  1980s,"  says 
Huber,  "led  from  the  barren  desktop  to 
the  digital  desktop."  It  was  an  extraordi- 


ALCATEL 


The  second  period  first  saw  gravitation 
toward  the  local  area  network  (LAN)  and 
the  office-level  server.  Then,  during  the 
1990s,  there  were  two  powerful  waves: 
wireless  with  the  stand-alone  cell  phone 
and  the  Internet  with  the  wide  area  net- 
work (WAN). 

Further  ahead,  Huber  sees  two  large, 
upward  steps.  Streaming  audio  will  entail 
"at  least  another  doubling  of  the  infra- 
structure," while  streaming  video  neces- 
sitates a  fivefold  increase. 

"There  will  be  a  very  substantial  spurt 
of  growth  ahead,"  concludes  Huber.  "Will 
it  be  perfectly  smooth?  No.  But  will  it 
continue  to  point  straight  up?  Absolutely" 


f/g      Krish  Prabhu 

^j-  Chief  Operating  Officer 


Alcatel  is  a  $25  billion  global  communications  company  with  unique  international  reach  and  over  a 
century  of  innovation  experience.  We  build  next-generation  networks,  delivering  integrated  end-to-end 
voice  and  data  networking  solutions  to  established  and  new  service  providers,  as  well  as  enterprises 
and  consumers  worldwide.  We  operate  in  1 40  countries  and  employ  a  global  workforce  of  1 30,000 
employees  (17,000  in  the  U.S.). 

Alcatel  holds  the  number-one  position  in  DSL-lnternet  access  technology  that  is  200  times  faster  than 
traditional  modems.  We  are  at  the  forefront  of  integrating  communications  onto  a  single  broadband 
network.  The  company  is  also  a  leader  in  building  high-speed  optical  networks  both  on  land  and 
undersea.  We  design,  manufacture  and  install  undersea,  fiber-optic  cables  that  connect  continents 
and  transport  Internet  traffic  worldwide.  For  corporate  networks,  Alcatel's  recent  U.S.  acquisitions 
give  it  a  complete  portfolio  of  voice  and  data  networking  products. 

We  invite  you  to  visit  us  at  SUPERCOMM 
2001  (Booth  #71 7)  in  Atlanta,  Georgia, 
June  3  -  7  to  see  our  global  solutions  for 
an  Internet  world. 


Visit  Alcatel  on  the  Internet: 
www.alcatel.com 


YEAH,  RIGHT. 

AN  OPTICAL  NETWORK 

THAT  SCALES  TO  1.6 
TRILLION  BITS  OF  DATA 
OVER  A  SINGLE  OPTICAL 
FIBER  THAT  YOU  CAN 
DEPLOY  RIGHT  NOW. 


Right. 


Lucent  is  making  it  happen  now  for  TIME  WARNER  ^TELECOM. 

Our  WaveStar™  OLS  1.6T  DWDM  system  being  deployed  in  their  broadband  network  is 

ready  to  handle  more  than  a  terabit  (trillion  bits)  of  data.  Listen  to  Larissa  Herda, 
their  President  and  CEO:  "We  need  a  next-generation  optical  network  to  keep  up  with 
the  strong  demand  for  our  broadband  services.  Lucent  gets  it.  And  they're  delivering." 
Visit  www.lucent.com  to  see  how  Lucent  is  building  the  all-optical  future  today. 


Lucent  Technologies 

Bell  Labs  Innovations 

©2001  Lucent  Technologies 
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As  for  the  consequent  applications  and 
enabling  technologies,  Huber  is  reluctant 
to  limit  the  possibilities.  The  ability  to 
move  any  picture  anywhere  at  full-motion 
speed  is  more  profound  than  moving 
cable  TV  to  digital  packet  networks.  The 
most  provocative  applications  are  the  ones 
yet  to  be  described.  As  for  wireless,  opti- 
cal, cable  and  copper,  Huber  finds  them 
"highly  complementary  technologies." 

More  competition,  more  innovation, 
better  overall  communications.  Edward 
E.  Whitacre  Jr.,  the  chairman 
and  chief  executive  officer  of 
SBC  Communications,  believes 
that  technological  innova- 
tions have,  in  part,  been 
responsible  for  much  of  the  industry 
uncertainty.  But  he  also  emphasizes 
"economic  scenarios,  which  just  don't 
work,  forced  on  the  industry  by  regula- 
tors." A  regulatory  regime  is  unable  to 
keep  pace  with  heightened  customer 
demand  for  new  and  better  services. 

"Astute  observers  of  the  telecommu- 
nications industry  should  not  be  surprised 
or  alarmed  by  the  volatility  we're  seeing 
right  now,"  says  Whitacre,  who  will 


"The  foundation  of  a  new,  broadband-depended 
economy  will  continue  to  be  the  wires 
that  connect  our  homes  and  businesses." 

-  Edward  E.  Whitacre  Jr.,  Chairman  &  CEO,  SBC  Communications 


deliver  the  opening  keynote  address  at 
SUPERCOMM.  "It  is  part  of  a  larger 
process  that  started  some  time  ago  but 
is  coming  to  a  head  now." 

SBC  is  a  world  leader  in  data  and  voice 
communications,  encompassing  the 
Southwestern  Bell,  Ameritech,  Pacific 
Bell,  Nevada  Bell,  Southern  New  England 
Telecommunications,  SBC  Telecom  and 
Cellular  One  brands. 

According  to  Whitacre,  the  result  of  the 
tension  between  regulation  and  technol- 
ogy is  leading  companies  to  "restructure, 
realign  and  reemerge"  as  new  kinds  of 
organizations  prepare  to  take  advantage 
of  "New  Economy  opportunities."  In  a 
broadband-powered,  always-on  world, 
a  "handful  of  supercarriers, "  as  well 
as  some  smaller  players,  will  serve 
customers  nationally  and  globally. 


AGILENT  TECHNOLOGIES 

Edward  W.  Barnholt 

President  &  Chief  Executive  Officer 


Agilent  Technologies  Inc.  is  a  leader  in  test  and  measurement  and  semiconductor  products  for  the 
global  communications  industry.  As  a  key  partner  to  many  of  the  world's  best-known  communications 
companies,  Agilent  creates  and  enables  emerging  technologies  and  solutions  that  make  the  next 
communications  revolution  real. 

With  extensive  knowledge  of  telecommunication,  Internet,  enterprise  and  mobile  communication 
markets,  Agilent  helps  its  customers  to  reduce  time  to  market  and  costs,  increase  revenues  and  gain 
customer  loyalty. 

Agilent's  broad  set  of  solutions  and  services  addresses  all  network  technologies,  including  optical, 
wireless,  Internet  and  broadband,  and  covers  the  complete  life  cycle,  from  design,  development  and 
manufacturing  of  components  and  network  devices  to  network  and  service  deployment  and  management. 

In  addition  to  a  focus  on  communications,  Agilent  provides  solutions  and  services  for  the  life  sciences 
market.  With  48,000  employees  serving  customers  in  more  than  1 20  countries,  Agilent  had  a  net  revenue 
of  $10.8  billion  in  fiscal  year  2000.  Information  about  Agilent  can  be  found  on  the  Web  at  www.agilent.com 

>:v.  Agilent  Technologies 

Innovating  the  HP  Way 


"Obviously,"  admits  Whitacre, 
pace  of  change  can  be  unsettlin 
investors.  But  for  consumers  and 
nesses,  we're  driving  toward  a  tin 
more  competition,  more  innovatior 
overall  better  communications." 

For  SBC  itself,  the  New  Econorrr 
meant  "shedding  the  R  in  Regiona 
Operating  Company  and  substituti 
for  data."  Whitacre  views  the  role  of 
as  greatly  transcending  the  ori 
boundaries  created  by  the  divestiti 
AT&T.  The  RBOCs'  mandate  was  to 
vide  predominately  voice  commu 
tions  within  a  specified  region. 

However,  Whitacre  is  simultanet 
cautionary  about  "completely  aband» 
tried-and-true  technologies  for  the 
'new  thing.'" 

Although  daily  breakthroughs  h; 
place,  he  affirms  that  "the  foundati 
a  new,  broadband-dependent  ecor 
will  continue  to  be  the  wires  that  cor 
our  homes  and  businesses." 

The  "vision-extending"  netv» 

James  Q.  Crowe  believes  that  the 
rents  in  communication: 
allel  what  occurred  20 
ago  in  information  techi 
gy.  Crowe  is  presiden' 
chief  executive  office 
Level  3  Communications,  the  world': 
end-to-end,  fiber-optic,  packet-swit 
Internet  Protocol  network.  Crowe, 
will  deliver  the  SUPERCOMM  eve 
keynote  address,  thinks  that  the  pre 
changes  in  moving  information  mirrc 
previous  transformations  in  data  sto 
He  sees  a  "shift  away  from  a  u 
like,  vertically  integrated,  rather  s 
moving  model  dominated  by  a  hand 
industries."  Instead,  one  finds 
more  rapid  technology  improver! 
much  different  financial  models 
shorter  assets  lives." 


meration  Internet  solutions  from  Siemens  Information  and  Communication  Networks.  www.icn.siemens.com/supercomm 


iat  you  get  from  others: 


Hardware 


Software 


Infrastructure 


What  you  get  from  us: 


Hardwaresoftwareinfrastructure 


Integration.  It's  the 
Next  Generation  Internet. 

Want  to  open  doors  to  new  business 
opportunities  and  reduce  operating  costs? 
You've  come  to  the  right  place.  Siemens 
Information  and  Communication  Networks 
is  the  world's  No.  1  in  carrier  and  enterprise 
switching,  and  the  only  supplier  to  take  an 
end-to-end  approach. 
We  provide  the  infrastructures,  solutions 
and  services  required  to  protect  your  tech- 
nology investment  and  keep  your  business 
thriving  in  today's  mobile  marketplace. 
And  we  have  the  expertise  to  pull  it  together 
flawlessly.  So  whatareyouwaitingfor? 

mobile  business 


'f 

Wa 


Turn  our  end-to 
ion  solutions  into  your  n 
ft  Street  growth  story, 
ow  at  Supercomm  booth 


©  Corning  Incorporated  2000 


No  one  knows  what  the  future  of  technology  will  bring. 

But  we  do  know  we'll  help  bring  it  to  you.  On  a  road  of  pure  light. 
The  superfast,  superbroad  boulevard  called  the  global  optical  network. 

And  there,  at  the  heart  of  it,  you'll  find  Corning. 
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"The  next  network  is  about  your  sense  of  vision. 
Our  optic  nerve  has  bandwidth  that  is  millions 

of  times  the  capacity  of  your  auditory  nerves. 
And  we're  going  to  have  to  build  networks  that 

match  up  to  that  incredible  sense  of  vision." 

-James  Q.  Crowe,  President  &  CEO,  Level  3  Communications 

Just  as  many  renowned  mainframe  Lingua  Franca  of  the  network  infrastruc- 

manufacturers  vanished  in  the  wake  of  ture.  Optical  technology  will  dominate 

PCs,  the  shift  in  communications  brings  fixed  and  intensive  broadband  applica- 

unpredictability  and  uncertainty.  Crowe  tions,  while  wireless  is  critical  to  mobility 

extends  this  parallel  to  forecasting  the  future,  and  narrowband.  Yet  even  here,  there  will 

"If  you  recall  20  years  ago,"  says  be  a  continuing  shift. 

Crowe,  "the  shift  from  mainframes  to  "Today's  broadband  is  tomorrow's  nar- 

PCs  was  thought  to  be  the  improved  way  rowband, "  says  Crowe.  Current  concepts 

for  word  processing,  spreadsheets  and  of  broadband  will  move  to  wireless,  while 

presentation  software.  Today,  we  know  very  high-volume,  visually  rich  applica- 

that  PCs  are  largely  terminals  with  which  tions  will  push  optical  wireline  networks, 

we  communicate  over  networks  with  "I  think  we're  watching  a  shift  from 

other  network  devices."  networks  that  are  largely  about  extending 

In  the  near  term  of  two  to  three  years,  your  sense  of  hearing,"  says  Crowe, 

however,   Crowe  delineates  several  "The  next  network  is  about  your  sense  of 

trends:  Internet  Protocol  will  be  the  vision.  Our  optic  nerve  has  bandwidth 


WORLDCOM 

Ron  Beaumont 

Chief  Executive  Officer 


As  the  preeminent  global  communications  company  for  the  digital  generation  and  with  revenues  of 
$39  billion  in  2000,  WorldCom  (Nasdaq:  WCOM)  is  the  leading  provider  of  advanced  end-to-end  data 
and  Internet  services  to  business  customers  spanning  six  continents  and  operating  in  over  65  countries. 

WorldCom  is  continually  developing  new  uses  for  evolving  technology  to  serve  the  new  generation  of 
businesses  by  offering  one  of  the  industry's  most  comprehensive  portfolios  of  digital  and  e-business 
communications  services  that  are  designed  to  help  companies  compete  and  succeed  in  the  21st  century. 

The  industry-leading  array  of  data,  Internet  and  international  services  are  led  by  innovative  technology- 
based  solutions  including  Web  hosting,  IP  VPNs  and  Web  centers.  These  solutions  are  the  foundation  of 
e-business  for  the  digital  generation,  generation  d.  For  more  information,  go  to  www.worldcom.com 


WORLDCOM 


that  is  millions  of  times  the  capaci 
your  auditory  nerves.  And  we're  goii 
have  to  build  networks  that  match  u 
that  incredible  sense  of  vision." 

These  comments  contrast  with  rr 
coverage  portraying  an  industr 
distress.  Such  optimistic  views  hold 
the  long-term  trends  of  the  Internet, 
less,  optical  and  digitally  enabled  ser 
are  irreversible.  There  will  be  stum 
blocks,  and  the  timing  will  be  varii 
But  there  is  no  turning  back  to  an  e 
communications  that  revolved  arount 
mailbox  and  the  telephone. 

SUPERCOMM  continues  to  repre 
the  frontlines  of  this  tension  betweer 
probable  and  the  possible.  The  se 
and  the  buyers,  the  speakers  and 
audiences  all  confirm  that  qualified 
resilient  people,  not  technological  t< 
make  the  supply  and  demand  equal 
of  telecommunications  work.  The  in 
tiveness  of  the  human  mind  simply  < 
not  halt  in  response  to  economic  1 
casts  and  projections. 

It  is,  therefore,  not  surprising  that 
ness  models  do  not  always  keep  f 
with  technological  change.  Disrup 
technologies  often  bring  supply  be 
awaiting  the  development  of  demar 

Before  regularly  scheduled  aircraft 
vice,  passengers  were  not  discon 
with  transcontinental  train  travel.  Sim 
the  growth  of  e-mail,  the  Internet 
wireless  show  that  availability  can  gene 
strong  response  from  the  demand  : 
The  key  variables  are  experience 
timing.  Once  employees  enjoy  T-1  I 
at  work,  they  become  impatient  * 
56K  modems. 

So  many  walls  to  communicating  I 
already  fallen,  can  any  financial  condil 
re-erect  them? 

As  Level  3  Communications'  Jai 
Crowe  says,  "I'll  be  able  to  see  and  he 
a  distance  with  a  quality  that  starts  to 
what  can  only  be  experienced  with  p 
ical  presence.  That  changes  everythii 

Disregarding  distance,  neither  "char 
nor  "coincidence"  will  govern  busir 
and  personal  relationships. 

At  SUPERCOMM  2001,  particip; 
will  glimpse  the  forward,  upward  mi 
to  that  destiny. 
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HOW  DO  YOU 


Convergence  is  a  reality. 
The  industry  leaders  point  the 
way  to  long-term  success. 


FROM  CONVERGENCE? 

Definitions  of  convergence  vary  widely  on  the  technical 
level.  But  for  the  business,  the  issues  have  become  much 
more  direct.  It's  no  longer  promise,  but  delivery.  What  does 
it  really  mean  now  that  voice,  video  and  data,  wireless  and 
wireline  have  all  come  together?  How  will  it  affect  the  bottom 
line?  SUPERCOMM  2001  offers  a  roster  of  experts  to 
explore  the  financial  implications  of  several  issues. 

Hot  Solutions  and  Customer  Demand 

The  global  nature  of  data.  Even  as  the  U.S.  economy 
slows  down,  Krish  Prabhu  notes  that  "the  telecom  industry 

J worldwide  is  showing  signs  of  growth."  Prabhu 
%  is  the  chief  operating  officer  of  Alcatel.  Since 
m  Alcatel  operates  in  some  130  countries,  Prabhu 
iror  c|ear|y  maintains  a  worldwide  perspective. 
"The  Internet,"  says  Prabhu,  "is  an  unstop- 
pable phenomenon  and  will  continue  to  drive  demand  for 
even  more  bandwidth  on  a  global  basis."  He  adds,  "Unlike 
voice  traffic,  which  is  primarily  local  in  nature,  data  traffic 
and  especially  Internet  traffic  have  more  global  character." 

The  result,  according  to  Prabhu,  is  that  the  demand  for 
advanced  optical  gear  and  data  remains  strong  in  Europe 
and  Asia-Pacific. 

Building  the  bottom  line.  Dr.  Patrick  Nettles  is  con- 
cerned that,  while  carriers  have  experienced  unprecedented 
growth  in  traffic,  driven  by  the  broad  acceptance  of  the  Inter- 
net, they  have  not  enhanced  their  bottom  line.  While  data 
has  become  the  dominant  source  of  traffic,  this  has  not  led 


©  2001  WorldCom,  Inc.  All  Rights  Reserved. 


Like  most  of  the  .employees  at  WorldCom;;;  Kema  Azunma  has  a  pretty  obsessive  personality 
1  he  doesn't  just  think  of  ways  to  improve  our  network  from  9  to  5.  He  thinks  about  it  ail  day  long 
Little  wonder  it's  one  of  the  most  reliable  global  networks  on  earth. 

For  starters,  our  network  is  seamless  from  end  to  end.  Which  means  there's  no  middleman  to  let 
ur  data  get  lost,  stolen  or  altered. 

Knd  speaking  of  seamlessness,  we  built  the  core  components  of  e-business  right  into  our  UUNET 
work.  Components  like  Hosting,  IP  VPNs  and  Web  Centers.  This  not  only  allows  the  people  at 
XldCom  to  be  accountable  for  everything  from  data  transport  to  complex  application  management 
also  allows  them  to  monitor  the  network  from  end  to  end  24/7/365 -virtually  eliminating- the' 

ssibility  for  error.  ■ 

jThen,  to  reduce  error  even  further,  we  made  our  network  one  of  the  most  expansive  and  redundant 
he  world.  One  that's  OC-1 92  enabled.  So  bottlenecks  are  a  thing  of  the  past,  And  fast  data  transfer, 
ping  of  the  present.  After  all,  we  know  as  well  as  you  do,  there's  no  good  time  for  down  time. 
Suffice  it  to  say,  it's  not  easy  to  make  our  network  any  more  reliable  than  it  already  is.  Just  ask  Kema. 
For  more  details,  visit  us  at  www.worldcom.com. 


generation 
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to  a  profit  windfall. 

Nettles  is  chairman  and 
chief  executive  officer  of 
CIENA  Corporation,  which 
provides  optical  networking 
systems  that  enable  carriers  to  deliver 
multiple  services. 

He  notes  that  the  carriers  have  "experi- 
enced growth  in  capital  expenditures  and 
operating  expenses  that  substantially 
exceed  the  growth  rate  for  their  profits 
and  services  over  the  past  several  years." 

Nettles  sees  the  next  generation  of 
networks  ameliorating  these  problems 
through  "fundamental  new  architecture 
approaches"  involving  optical  transport 
and  intelligent  optical  switching  that  will 
manage  vast  amounts  of  bandwidth. 

Internet  flexibility  and  wireless 
mobility.  According  to  Stephen  M.  Carter, 
customers  are  demanding  the 
flexibility  they  experience 
with  the  Internet  from  their 
wireless  devices.  Carter  is 
chief  executive  officer  of  Cin- 
gular  Wireless,  a  joint  venture  between 
the  wireless  divisions  of  SBC  and  Bell- 
South, and  the  second-largest  wireless 


carrier  in  the  U.S. 

"The  Internet  revolution  has  created  a 
'consumer  who  has  no  tolerance  for  wait- 
ing," says  Carter.  "They  want.it  now  and 
in  the  color  of  their  choice." 

According  to  Carter,  third-generation  or 
3G  wireless  technology  will  bring  broad- 
band capabilities  to  handheld  devices. 

"Higher  speeds  and  more  capacity  will 
add  audio,  video  and  other  features  that 
we  have  not  imagined  yet,"  says  Carter. 
"3G  will  exponentially  increase  m-com- 
merce  [mobile  commerce]  to  the  point 
where  people  actually  use  it." 

B2B  will  dominate.  "The  only  uncer- 
tainty in  the  global  telecommunications 
industry  is  the  pace  at  which 
it  will  grow,"  says  Fred  Briggs, 
chief  technology  officer  at 
WorldCom,  the  global  carrier 
formed  by  the  merger  with  MCI. 
"In  just  three  years,"  says  Briggs,  "the 
amount  of  commerce  online  is  expected 
to  be  up  near  $5  trillion,  and  most  of  that 
will  be  across  private  B2B  exchanges." 
Briggs  points  out  that  the  communica- 
tions of  even  simple,  private  B2B 
exchanges  are  enormous. 


CORNING  INCORPORATED 

John  W.  Loose 

President  &  Chief  Executive  Officer 


Corning  Incorporated  is  a  global  high-technology  company  that  creates  leading-edge  materials,  processes 
and  products  for  the  fastest-growing  segments  of  the  world's  economy. 

Corning  has  produced  life-changing  innovations  for  1 50  years  and  created  the  backbone  for  the  Internet 
in  1 970  with  the  invention  of  optical  fiber.  Today,  Corning  is  a  leading  supplier  in  the  optical  layer  — 
where  optical  fiber  and  photonics  devices  join  with  optical  cable,  hardware  and  equipment  to  leverage 
the  full  potential  of  today's  state-of-the-art  communications  networks.  Corning  works  in  close  cooperation 
with  its  customers  to  help  them  design  optical  systems  customized  for  their  unique  needs. 

In  addition,  Corning  designs  and  manufactures  flat-panel  displays,  advanced  life  science  products  and 
other  technologies  to  meet  the  needs  of  current  and  emerging  markets.  Through  its  ongoing  investment 
in  R&D,  Corning  continues  to  bring  new  technologies  and  innovations  to  the  world. 

Headquartered  in  Corning,  NY,  Corning  has  more  than 
44,000  employees  in  27  countries  worldwide.  Coming's 
revenues  in  2000  were  $7  billion. 


CORNING 

Discovering  Beyond  Imagination 


Says  Briggs,  "With  many  particip 
layers  of  access,  millions  of  product! 
multiple  access  methods,  even  a  s 
exchange  has  some  significant  i 
structure  needs." 

Beyond  the  obvious  need  for  q 
width,  a  new  infrastructure  necessi 
"state-of-the-art  routing,  public  am 
vate  VPNs,  Web  hosting  and  value-a 
services  like  voice  portals  and  Wei 
centers,"  adds  Briggs. 

The  customer  is  key.  Susan  Schr 
believes  that  demand,  not  techno' 
will  define  the  new  i 
structure.  As  senior 
president  of  Sales  and 
keting  for  Siemens  Cc 
Networks,  Schramm  tr 
that  the  technologies  that  form  the  I 
of  the  new  infrastructure  will  be  t 
that  "meet  consumer  or  business  ne 
not  always  those  that  take  technolog 
the  farthest." 

Siemens  Carrier  Networks  is  pa 
Siemens  AG,  one  of  the  world's  lai 
electrical  engineering  and  electrc 
companies. 

Says  Schramm,  "All  the  talk  about 
far  we  can  push  the  limits  of  tech 
gies,  such  as  IP  or  DWDM  (dense  \ 
division  multiplexing),  often  misse: 
fact  that  unless  there's  a  consum 
business  benefit,  they  will  nevei 
widely  deployed." 

Innovations  at  light  speed. 

physics  of  light,"  says  Dr.  Gururaj  "D 
Deshpande,  "is  char 
very  rapidly  to  keep  up 
increasing  data  tral 
Deshpande  is  founder 
chairman  of  Sycamore 
works,  which  develops  and  mat 
intelligent  optical  networking  proc 
that  transport  data  traffic  over  waveler 
of  light. 

"This  new  infrastructure,"  says  C 
pande,  "is  optimized  to  carry  data  t 
and  is  capable  of  setting  up  servic 
minutes  rather  than  months.  " 

In  Deshpande's  eyes,  this  infrastrui 
is  resulting  in  an  economy  that  prorr 
rapid  innovation,  faster  product  c\ 
and  a  seamless  process  to  intro< 
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^5  made  real. 


Very  nice.  But  can  it  download  a  jpeg? 
With  innovative  FBAR  filter  technology, 
Agilent  helps  make  the  next  generation  in 


miniature  wireless  communication  devices 


possible.  So  you  can  do  more  with  less. 
Imagine  videoconferencing,  email,  family 
photos  and  Internet  right  there  on  your 
wrist.  Not  to  mention  the  time  of  day. 


Agilent  Technologies 

Innovating  the  HP  Way 


Agilent  Technologies  is  a  new  company 
composed  of  the  former  Hewlett-Packard 
test  and  measurement,  chemical  analysis, 
semiconductor  components  and  medical 
products  businesses,  www.agilent.com 
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innovations  into  the  network. 

"The  same  revolution  that  happened 
with  personal  computers  is  going  to 
happen  with  bandwidth  and  optical  net- 
working," says  Deshpande. 

Fundamental   economic  change. 

Kevin  J.  Kennedy,  senior  vice  president  of 
the  IOS  Technologies  Divi- 
sion and  Service  Provider 
Line  of  Business  for  Cisco 
Systems,  says,  "The  industry 
is  in  an  epic  time  of  change  — 
the  kind  of  change  that  happens  once  in 
a  century." 

Kennedy  sees  a  "fundamental  eco- 
nomic change"  in  which  value  is  moved 
from  the  facilities  providers  to  content 
providers. 

Says  Kennedy,  "We  are  moving  from 
bandwidth-constrained  TDM  (time  division 
multiplexing)  networks  to  bandwidth- 
unlimited  packet  networks.  With  the 
increased  need  for  customer  intimacy 
and  innovation,  the  world  is  turning  from 
a  vertical  business  model  to  a  horizontal 
model.  And  finally,  as  people  and  busi- 
nesses take  advantage  of  the  Web,  the 
ability  to  handle  subscription-based  ser- 


vices delivered  from  the  network 
becomes  a  powerful  new  tool." 

Keeping  up  with  demand.-  Ten  years 
ago,  less  than  a  thousand  service  providers 
offered  both  voice  and  data 
services.  Today,  there  are 
more  than  15,000. 

"Demand  for  bandwidth  in 
this  industry  is  still  very 
strong,"  says  Jeong  H.  Kim,  who  is  group 
president  of  the  Optical  Networking 
Group  for  Lucent  Technologies,  which 
designs  and  delivers  systems,  software, 
and  services  for  next-generation  net- 
works. "Any  spending  slowdown  is 
temporary." 

Kim  points  out  that  a  decade  ago  no 
one  could  have  predicted  the  insatiable 
bandwidth  demand  generated  by  Internet 
growth.  He  estimates  that  "nearly  $1  tril- 
lion will  be  spent  in  the  next  three  years 
on  revamping  and  building  the  next  gen- 
eration of  Internet  networks  to  handle 
this  burgeoning  demand." 

Consequently,  service  providers  must 
continue  to  invest  in  their  networks. 

A  new  global  economy.  Edward  W. 


SIEMENS  INFORMATION  AND 
COMMUNICATION  NETWORKS 

Dieter  Diehn 

Chief  Financial  Officer 


Based  in  Boca  Raton,  FL,  Siemens  Information  and  Communication  Networks  (ICN),  Inc.,  with  its 
subsidiaries  Siemens  Carrier  Networks,  LLC,  Siemens  Enterprise  Networks,  LLC  and  Optisphere  Networks, 
Inc.,  is  a  leading  provider  of  integrated  voice  and  data  networks  with  a  comprehensive  portfolio  of 
products  and  solutions  for  enterprises,  carriers  and  service  providers.  Siemens  is  creating  converged 
carrier-class  networks  incorporating  the  intelligence  and  reliability  of  real-time  voice  networks  into 
packet-based  networks.  Its  open  architecture  allows  a  variety  of  new  multimedia-based  services  to  be 
introduced  quickly  and  independently  across  a  variety  of  network  platforms.  Siemens'  solution  for 
converged  enterprise-class  networks  is  strengthening  business-to-business  and  business-to-consumer 
communications  by  allowing  companies'  existing  voice  and  data  applications  to  globally  operate  over 
one  network.  Innovative  systems  for  global  optical  networks  like  optical  terabit  solutions  for  IP-optimized 
transport,  routing  and  channel  aggregation  functions  will  heip  customers  to  increase  services,  generate 
revenues  and  reduce  total  operating  costs. 


SIEMENS 


Barnholt,  president  and  (I 
executive  officer  of  Ag| 
Technologies,  believes  til 
new  global  economy! 
*     ^ *    which  the  Internet  has  al 
found  influence,  will  be  "as  pervasi\i 
investors  in  the  '90s  projected."  Ag  | 
(formerly  part  of  Hewlett-Packard) 
global  leader  in  optical  component: 
well  as  diversified  technologies. 

The  New  Economy,  according  to  E 
holt,  must  be  "built  on  something  r 
fundamental  than  mere  projections  a 
the  number  of  users." 

The  builders  will  be  companies 
"strong  business  models,  strong 
tomer  focus  and  realistic  P/E  ratios 
will  be  "a  world  in  which  new  waj 
transacting  business  are  devek 
based  on  the  ubiquitous  availability  o 
Internet  and  wireless  applications. 


Overcoming  remoteness.  "The 
ference  between  vision  and  reali' 
implementation,"  says 
Hugh  Bradlow,  chief  techn< 
officer  of  Telstra  Corpora 
Australia's  leading  comn 
cations  service  provider, 
the  telecommunications  industry,, 
vision  is  clearly  established,  but 
implementation  has  a  long  way  to  gji 
Says  Bradlow,  "The  dot-com  hype 
accordingly  turned  into  R2R  (retun 
reality),  where  the  goal  is  to  assist 
tomers  to  do  the  things  they  know 
need  to  do  as  opposed  to  promi 
them  things  they  don't  yet  want." 

Bradlow  strongly  believes  that: 
most  transforming  infrastructure  di 
opment  for  accessing  information! 
been  the  Web.  From  a  Southern  Hj 
spheric  vantage  point,  the  Web 
helped  overcome  two  centuries 
remoteness  from  Northern  Hemispi 
political  and  economic  powerhouses 


Horizontal  business  models.  "T 

tional  corporate  businesses  grew  verticl 
says  Michael  Knaisch,  sel 
vice  president  of  Gil 
Strategic  Alliances  at  Le\\ 
Communications.  "A  si 
company  tried  to  pro  J 
everything  to  all  customers.  The 
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IT    HAS   TO    REACH   A  NATION. 


3efore  you  can  inspire,  before  you  can  touch,  before  you  can  empower,  you  must 
irst  connect.  And  for  more  people,  more  businesses,  more  countries  around  the 
world,  that  connection  is  made  with  Alcatel.  A  leader  in  communication  networks. 


ALCATEL 


ARCHITECTS  OF  AN  INTERNET  WORLD 


'1  Alcatel.  ©2001  Estate  of  Eleanor  Gehrig  under  license  by  CMG  Worldwide- 
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infrastructure  is  horizontal,  where  a  com- 
pany is  single-mindedly  focused  on  a 
narrow  band  of  products  and  services.  In 
a  fast-moving  Internet  economy,  no  one 
company  can  be  all  things  to  all  people 
without  risking  mediocrity." 

Competitive  pressures  from  specialists 
could  overwhelm  generalists.  Hence, 
companies  should  "concentrate  on  what 
they  do  best,  and  then  distribute  their 
products  and  services  widely." 

He  also  thinks  that  business  will 
become  "geographically  neutral." 

Says  Knaisch,  "The  businessperson  of 
the  future  will  adjust  to  time  zones  rather 
than  to  geography." 

All  roads  lead  to  the  last  mile.  For 

Stefano  Pileri,  president  of  Network 
Services  for  Rome-headquar- 
tered Telecom  Italia,  Italy's 
principal  service  provider, 
that  last  mile  remains  crucial. 
The  ultimate  test  is  the  links 
from  businesses  and  residences  to  the 
central  office. 

Says  Pileri,  "Access  is  the  critical  part 
of  the  infrastructure  that  must  be 
resolved."  The  access  segment  must 


become  a  seamless  part  of  the  entire 
broadband  network.  Otherwise,  the  rev- 
olution stops  short  of  reaching  those  who 
matter  most:  the  end  users,  whose 
demand  sparks  the  entire  "information 
supply  chain." 

Pileri  sees  digital  subscriber  line  (DSL) 
and  very-high-speed  DSL  (VDSL)  as  the 
most  viable  solutions  at  present.  The 
result  of  reliable,  broadband  access  will 
be  video-on-demand  entertainment  and 
home  networking-based  services  for 
global  mass  markets. 

The  global  value  of  the  niche.  Jost  A. 
Spielvogel  believes  that  there's  been  a 
global  overgrowth,  spurred 
by  optical  and  Internet  Proto- 
col technologies.  Spielvogel 
is  chief  executive  officer  of 
Optisphere  Networks,  the 
optical  networking  company  spun  off  by 
Siemens  AG  in  April  2000,  and  president 
of  Optical  Networks  for  Siemens  Infor- 
mation and  Communication  Networks. 

"The  system  was  driven  more  by 
vision  than  by  value,"  says  Spielvogel. 
The  result  of  the  correction  will  be  a 
healthier  system  with  reasonable  growth 


LUCENT  TECHNOLOGIES 

Jeong  H.  Kim 

Group  President 

Optical  Networking  Group 


Lucent  Technologies  is  building  a  broadband  and  mobile  Internet  infrastructure  that  will  change  the 
way  people  communicate.  Committed  to  making  optical  technology  as  important  to  the  21st  century 
as  electricity  was  to  the  20th  century,  Lucent  is  a  leader  in  optical  networking.  With  Bell  Labs  as  its  R&D 
engine,  Lucent  has  earned  more  than  2,500  patents  in  optical  technology  alone. 

Lucent  was  the  first  to  bring  dense  wave  division  multiplexing  (DWDM)  optical  networking  equipment 
to  market  in  1995,  and  has  since  shipped  more  systems  than  anyone  else  in  the  world.  Its  latest 
DWDM  system  provides  enough  capacity  to  allow  every  person  in  the  United  States  and  Canada  to 
simultaneously  send  a  one-page  e-mail  across  a  single  fiber  each  second.  Lucent  also  has  introduced  the 
world's  first  high-capacity,  all-optical  switch  —  capable  of  routing  more  than  10  trillion  bits  of  informa- 
tion per  second.  (That's  the  equivalent  of  nearly  2,000  CD-ROMs  or  2  billion  one-page  e-mails.) 


Lucent  Technologies 

Bell  Labs  Innovations 


in  which  everyone  need  not  be  a  lea 
to  succeed. 

"Hence,  startups  with  breakthro) 
technologies  are  not  doomed  to  ex1 
tion.  Most  will  survive  through  merge 
acquisition."  The  reason,  accordin 
Spielvogel,  is  that  global  solutions  cor 
of  those  very  pieces  that  could  have  t 
developed  only  by  specialized  niche  pla^ 

Value  creation  from  informat 

Despite  extreme  market  fluctuate 
Gerd   Tenzer  thinks 
\    telecommunications  anc 

■H^sJi-f    Internet  provide  the  basi 
Jfcfer-        "evolution  from  a  con 
■V"  ^  tional  industrial  society 
an  information  and  knowledge  socie 

Tenzer  is  a  member  of  the  Mana 
Board  for  Deutsche  Telekom,  Euro 
largest  telecommunications  compan 

Companies  can  gain  decisive  com 
five  advantages  by  using  the  Internel 
systematic,  strategic  way.  "Value  cre< 
will  be  tied  to  information  exchanc 
and  between  companies,"  he  says. 

"Soon  it  will  not  be  enough  for  cor 
nies  to  have  Internet  connectivity," 
Tenzer.  "They  will  have  to  be  in  the 
work,  and  the  network  will  have  to  t 
them." 

In  other  words,  processes  will  rel 
the  Internet  and  intranets. 

The  true  nature  of  cybersp 

Volatility  is  no  surprise  to  Chris  M.  E 
shaw,  group  engineer 
chief  technology  office 
BT  (British  Telecom), 
global  communications  \e< 
Says  Earnshaw,  "We' 
the  midst  of  a  major  disruption  tc 
economic  and  business  models  base 
the  industrial  revolution  that  we've  t) 
for  granted." 

An  authentic  comprehension  of  c\ 
space  involves  reinventing  convent 
institutions  rather  than  reproducing  t 
on  the  Internet.  New  technologies  er 
"fundamentally  new  ways  of  d 
things."  Travel  is  a  dramatic  exampl' 
"Across  the  company  overall," 
Earnshaw,  "we  estimate  conferen 
and  online  technologies  save  us  ove 
million  miles  of  physical  travel.  How 
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Converging  voice,  data  and  video 
may  be  inevitable.  But  profiting 
from  this  trend  is  another  matter. 
That's  why  SUPERCOMM  2001  draws 
decision-makers  from  every  realm  of 
communications.  Only  SUPERCOMM 
gives  you  a  global  view  of  public 
and  enterprise  network  solutions, 
from  wireless  and  optical  to 
broadband  Internet.  You'll  find  more 
than  800  exhibitors  as  well  as  210+ 
education  sessions.  And  you'll  meet 
ith  thousands  of  industry  leaders  from  around  the  world.  So  profit 
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Customers  want  it  all 


Providers  must  offer  everything 

Competitors  are  everywhere 

You  can't  commit  to  the  wrong  track 


Smart  business  rules 
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chnology  event.  Come  to  SUPERCOMM  2001,  June  3-7,  Atlanta, 
eorgia.  For  more  information  or  to  register,  visit  our  Web  site. 


I  Explore  the  Whole  World  of  Communications 
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you  measure  it  —  fuel,  carbon  dioxide  or 
wear  and  tear  on  the  body  —  that's  a 
massive  benefit." 

The  customer  as  constant.  "In  my 

experience,"  says  Ellen  M.  Hancock, 
"the  element  of  business 
that  must  remain  constant 
despite  market  volatility  is 
dedication  to  the  customer." 
Hancock  is  chairman  and 
chief  executive  officer  of  Exodus  Com- 
munications, a  leader  in  complex  Internet 
hosting  and  managed  services. 

"Several  factors,"  says  Hancock,  "are 
driving  clients  to  ask  for  what  were  once 
regarded  as  niche  services:  return  on 
investment  (ROD,  deployment  time, 
expertise  and  globalization." 

According  to  Hancock,  since  companies 
want  to  "run  their  businesses,  not  their 
servers,"  there  is  a  significant  ROI  for 
outsourcing.  Last  year,  a  University  of 
Texas  study  found  that  companies  inte- 
grating the  Internet  into  their  operations 
were  two-and-a-half  times  more  likely  to 
see  productivity  gains.  These  evolving 
e-businesses  were  even  more  likely  to 
see  market  share  growth. 


Back  to  the  basics.  Afshin  Mohebbi, 
president  of  Worldwide  Operations  for 
Qwest  Communications, 
believes  that  present  uncer- 
tainties should  not  obscure 
the  customer  acceptance  of 
communications  services. 
Qwest  is  a  leader  in  Internet-based  data, 
voice,  image  and  multimedia  applications. 

Mohebbi  notes  that  "people  are  buying 
the  goods  in  our  industry  in  record  num- 
bers." The  "significant  readjustment  in 
the  market"  has  resulted  because  "copy- 
cat models"  were  not  sustainable.  The 
antidote  is  "going  back  to  the  basics. 

"If  you  take  the  words  'New  Econo- 
my,'" says  Mohebbi,  "the  emphasis 
should  be  on  the  word  'economy.' 

"Similarly,"  says  Mohebbi,  "there 
needs  to  be  a  business  before  you  can 
make  it  an  'e-business.'  It  follows  that 
technologies,  be  they  fiber  optics  or  wire- 
less, are  basically  providing  new  tools  and 
new  ways." 

The  global  communications  skin. 

Arun  Netravali  envisions  "a  meganetwork 
of  networks  that  will  enfold  the  Earth  in 
its  communications  'skin,'  with  global 


SUPERCOMM 

Jack  Chalden 
General  Manager 


How  do  you  prepare  for  your  future?  SUPERCOMM  2001  shows  you  not  only  what  is. .  .but  what's  ahead. 

Today's  businesses  live  in  a  global  environment  connected  by  advanced  communications.  Each  link  in  this 
vast  chain  of  light,  airwaves,  copper  and  cable  is  critical  to  economic  prosperity.  That's  why  SUPERCOMM 
is  more  than  the  "woild's  premier  annual  communications  and  information  technology  event."  It  is  a 
gathering  with  significant  implications  for  all  executives. 

In  2001,  SUPERCOMM  provides  a  more  in-depth,  comprehensive  experience  than  ever  before.  More  than 
50,000  industry  professionals  will  have  all  the  tools  for  effective  decision  making  in  one  place  at  one 
time:  more  than  800  exhibitors  on  550,000-plus  square  feet  of  floor  space,  210-plus  educational  sessions 
and  keynotes  from  the  industry  leaders  in  this  section.  Over  the  course  of  five  days  in  Atlanta,  these 
participants  will  literally  explore  the  whole  world  of  communications,  from  wireless  and  fiber  optics  to 
the  latest  in  carrier  and  enterprise  network  technology. 


The  ultimate  purpose,  of  course,  is  not  technology  in  itself.  SUPERCOMM  is  a  venue  for  shaping  the 
most  important  infrastructure  of  our  time.  Regardless 
of  the  immediate  ups  and  downs  in  the  marketplace, 
SUPERCOMM  lets  you  see  what  will  be  . . . 

and  helps  you  prepare. 

Explore  the  Whole  World  of  Communications 


SUPER 


connectivity  and  near-l 
less  bandwidth."  Netra\* 
the  president  of  Bell  L 
the  research  and  dev^ 
ment  arm  of  Lucent  7 
nologies.  Netravali  also  serves 
Lucent's  chief  technology  officer 
chief  network  architect. 

"Interfaces  for  connecting  sensor; 
other  devices  to  the  network," 
Netravali,  "will  become  so  inexper 
that  almost  any  device  that  can  be 
nected  to  the  network  will  be." 

Netravali  sees  a  vast  number  of 
for  these  devices,  from  monitorinc 
environment  to  keeping  watch  over  < 
own  home. 

"All  of  this  data,"  says  Netravali, 
be  transmitted  directly  to  highly  inteli 
routing  switches  in  the  meganetv 
just  as  our  skin  transmits  a  con: 
stream  of  sensory  data  to  our  brain. 

Business  models  rarely  keep  pace 
technological  change.  Thomas  Ed 
the  Wright  Brothers  and  Henry  For 
not  conduct  market  research  before 
venting  the  modern  world.  When 
"accidentally"  summoned  Watson 
the  first  voice-over-wires  message,  h 
not  yet  envision  a  "Bell  system."  Nc 
one  expect  today's  Internet,  optica 
wireless  pioneers  to  deter  their  cres 
until  the  time  is  ripe. 

In  the  sweep  of  time,  technical  di 
tions  awaken  new  desires  and  ri 
older  ones.  And  the  ROI  is  vastly  gr 
than  any  neat  and  concise  projec 
Although  half  the  world  has  yet  to  i 
a  phone  call,  humanity  already  e> 
ences  the  diminishing  of  distance.  A 
SUPERCOMM  2001,  participants 
glimpse  the  opportunities  at  hand. 


Ellis  Pines,  senior  vice  president, 
Worldwide,  Integrated  Marketing  Corr, 
cations,  has  authored  special  section 
■articles  for  major  business,  scientifi 
technical  publications. 

This  special  advertising  section  was  pre 
by  IMP  Worldwide,  Integrated  Marketing, 
munications  (Nasdaq:  TMPW;  ASX: 
www.tmp.com),  McLean,  Va.  Researcher 
Pines  and  Giovanna  E.  Bauguess;  Write 
Pines;  Art  Director:  Steve  Krouse;  Liaison:  C 
na  E.  Bauguess;  Project  Director:  Suzanne 
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Snooty  no  more:  Jaguar 
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Class  Meets  Mass 

>ok  out,  Honda.  Luxury  car  makers  are  going  after  young  drivers  who  don't 
iow  a  Mercedes-Benz  is  supposed  to  have  leather  seats— and  a  trunk. 


ROBYN  MEREDITH  AND  MATTHEW  SWIBEL 

OR  DECADES,  BUYING  A  $50,000  MERCEDES-BENZ  WAS 
a  rite  of  passage  for  people  of  a  certain  age  and  stage: 
a  rolling  gold  watch  for  silver-hairs  who  could  finally 
afford  luxury.  But  within  a  couple  of  months  such 
luxury  will  be  within  reach  for  their  kids  and  not- 
te-rich  cousins,  too,  when  the  prices  and  sizes  of  luxury 
>  shrivel  down  to  Ford  Taurus  territory. 
In  a  move  that's  still  unimaginable  to  some  high-end  car 
fs,  Mercedes  is  preparing  to  roll  out  a  $26,000  two-door 
.  :hback  with — get  this — cloth  seats.  It  will  be  available  in 
.  The  next  month,  elegant  Jaguar  will  park  a  $29,950  car 


alongside  its  trademark  $57,000  sedan.  The  teeny  $18,000 
Mini  Cooper  from  BMW  follows  next  year. 

These  once-snooty  automotive  brands  are  racing  for 
younger  buyers  to  give  some  demographic  balance  to  the  old- 
sters behind  the  wheels  of  their  more  expensive  cars.  It  would 
be  hard  for  them  to  attract  many  more  boomers  anyway.  The 
Mercedes  S-Class,  a  $71,000  set  of  wheels,  has  50%  market 
share  in  its  category.  Even  the  BMW  3-series  has  a  28.3%  cut  of 
a  crowded  market  for  $35,000  luxury  cars.  These  companies 
need  to  add  new  models  for  growth.  Lower-priced  luxury  autos 
tend  to  have  lower  gross  profit  margins  but  can  more  than 
make  up  for  that  in  volume,  says  Dieter  Zetsche,  a  former  Mer- 
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MARK  F.TING 


Only  $29,950:  new  Jaguar. 


"I'm 

convinced 
mine  is 
better,"  says 
the  owner  of 
a  traditional, 
pricier  Jag. 


cedes  executive  who's  now  chief  executive  of  Chrysler  Corp. 

Jaguar,  the  Ford-owned  luxury  brand,  has  nearly  doubled 
unit  sales  since  1999,  when  its  $44,000  S-Type  was  introduced. 
Sales  are  expected  to  jump  again — Jaguar  hopes  to  sell  200,000 
cars  a  year  by  2005,  up  from  90,000  last  year — when  its 
$29,950  X-Type  rolls  out  this  summer.  To  market  the  all- 
wheel-drive  model,  which  has  a  frame  lifted  from  the  Ford 
Contour,  Jaguar  is  courting  the  under-40  crowd  it  long  ig- 
nored. That  explains  why  a  guy  from  your  mail  room  may  be 
living  it  up  at  a  Jaguar-sponsored  bash  in  a  hot  Ocean  Drive 
hangout  in  Miami.  "We  want  our  car  on  the  pool  deck  of  a 
swanky  hotel,  not  at  a  cocktail  party  with  a  harpist  playing  in 
the  corner,"  says  Michelle  Cervantez,  vice  president  of  mar- 
keting for  Jaguar  North  America. 

It's  not  hard  to  understand  why  these  companies  want  to 
attract  more  buyers.  But  is  it  a  smart  marketing  move?  For  a 
luxury  brand,  embracing  Main  Street  prices  may  increase  sales 
in  the  short  term,  but  it  can  damage  long-term  appeal.  Lux- 
ury cars,  after  all,  are  a  bit  like  country  clubs.  Who  wants  to  be 
a  member  if  anyone  can  join? 

Look  at  what  happened  to  Cadillac.  The  brand's  classic 
tailfin  design  exuded  prestige  in  the  1950s  and  1960s  when 
ads  extolled  the  brand's  "new  standard  of  the  world."  But  in 
the  following  two  decades  General  Motors  tried  to  fight  lower- 
priced  imports  with  cheap  versions 
of  the  old  standard.  Remember  the 
dreary  Cimarron,  a  barely  disguised 
Chevy  Cavalier?  GM  helped  wreck  its 
best  luxury  brand  by  trying  to  stretch 
its  appeal. 

That's  the  danger  for  European- 
born  luxury  car  makers  as  they  try  to 
make  a  lot  of  money  fast.  A  decade 
from  now,  they  may  rue  the  day.  "It 
will  eventually  but  inevitably  destroy 
the  prestige  associated  with  the  lux- 
ury brand,"  predicts  Albert  Muniz, 
who  teaches  marketing  at  DePaul 
University. 


Not  true,  say  luxury  car  exe- 
tives,  who  insist  they  will  attr 
more  customers  than  they  alien; 
BMW  hopes  to  do  that  by  keeping 
corporate  name  off  the  M 
Cooper,  which  will  also  be  pari 
apart  from  traditional  Bimmers 
dealerships.  BMW  also  hopes 
marketing  efforts  for  the  Mini  \ 
give  it  a  distinct  image  from 
higher-end  cars.  Miami  ad  agei 
Crispin  Porter  +  Bogusky  is  talk 
about  getting  cameo  appearan 
for  the  little  car  in  rap  music  vide 
an  unlikely  product  placement 
traditional  BMW  cars.  And  one  that  may  keep  older  driv  | 
secure  in  their  $63,000  7-Series  car,  at  least  until  2004  wr 
BMW  rolls  out  its  small  1 -Series  sedan  for  less  than  $25,0 
To  appease  affluent  drivers  who  want  to  distar 
themselves  from  the  gum-chewing  twentysomethii 
driving  their  lower-end  models,  BMW  and  Mercec 
also  plan  to  introduce  even  more  expensive  cars.  Dai 
ler-Benz  will  offer  a  super-luxurious  Maybach,  in  l 
$200,000-to-$300,000  range,  in  2003,  just  in  time  to 
up  against  a  Rolls-Royce  from  BMW  and  a  Bentley  fr<  | 
Volkswagen  AG. 

Don't  expect  the  Bentley  to  have  the  flower  vase  th; 
in  the  VW  Beetle.  Likewise,  luxury  car  executives  say  c 
ferences  between  their  plush  cars  and  starter  models  v 
give  traditional  owners  bragging  rights  for  a  while.  ] 
example,  the  Jaguar  X-Type  has  bird's-eye  maple  on  1 
dashboard  and  the  leaping  cat  hood  ornament.  But  i 
derneath  there  are  only  194  horses  while  a  290  horsepo\ 
engine  is  standard  in  the  XK8.  "The  fact  that  I  spent  a 
of  money  on  my  Jaguar,  even  though  someone  will  be  a 
to  buy  a  cheaper  one,  is  okay  because  I'm  convinced  m 
is  better,"  says  Jaguar  XK8  owner  Jed  W.  Bernstein,  45, 
entertainment  executive. 
True  for  now,  anyway. 


[ 


Embracing 
Main  Street 
prices  may 
help  sales 
but  damage 
long-term 
appeal.  
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dependable  digital:  high  volume  without  high  cost. 


The  Aficio®  line  of  high 
volume  copy/print  systems. 
From  Ricoh.  With  speeds 
up  to  105  ppm.  Capacity 
STORE  up  to  7,550  sheets  online 
from  six  sources.  Plus, 
Ricoh's  Connect  Copy/ Print 
option  links  two  systems 
for  up  to  210  ppm.  Or 
cluster-print  up  to  1,260 
ppm.  It's  all  about  the 
output.  Contact  us  for  a 
DEPENDABLE  DIGITAL' 
high  volume  demo. 


poration 


We're  in  your  comer. 


Image  Communication 


MA KKl:  I  IN(i 


Zoom! 
Zoom! 

There's  still  a  luxury 
brand  that  cares 
about  rich  folks. 
Italy's  Maserati  is 
trying  a  comeback 
with  customized  cars 
and  racing  lessons. 


i 


Eager  to  please:  Want  denim  upholstery? 
Luca  Cordero  di  Montezemolo  will  deliver. 


BY  ALEXANDRA  KIRKMAN 

ANYONE  WHO  DOUBTS  THE  POWER 
of  a  car  to  turn  heads  should  drive 
a  Maserati  in  Manhattan.  "Make 
way  for  this  car!"  a  pretzel  vendor  bel- 
lows when  he  spots  the  famous  sports 
car.  Another  man  sprints  toward  the 
racer:  "Hey!"  he  shouts.  "Is  that  a 
Maserati?  Great  car!" 

Pretty  remarkable  for  a  set  of 
wheels  that  hasn't  been  available  in 
the  U.S.  for  a  decade — in  a  city  where 
people  are  famously  unfazed.  But  Fer- 
rari SpA,  Maserati's  owner,  hopes  this 
kind  of  recognition  will  translate  into 
robust  sales  when  the  venerable  rac- 
ing brand  is  relaunched  in  the  U.S.  in 
early  2002. 

There  is  some  careful  market  seg- 


mentation going  on  here.  Ferrari  is  90% 
owned  by  Fiat  Group,  the  Italian  manu- 
facturer of  mass-market  cars.  But  the 
Ferrari  name  goes  only  on  sports  cars 
costing  $143,000  to  $230,000.  The 
Maserati  name  is  aimed  a  bit  down  the 
scale  from  there,  with  the  Maserati  Spi- 
der two-seater  to  be  priced  near  $80,000. 
Significandy  though,  Ferrari  Chief  Ex- 
ecutive Luca  Cordero  di  Montezemolo 
has  no  plan  to  slap  the  precious 
Maserati  name  on  any  $30,000  starter 
model,  as  Jaguar,  Mercedes  and  BMW  are 
doing. 

In  the  $80,000  range,  Maserati  will 
be  competing  with  the  Jaguar  XKR  and 
the  Porsche  911.  All  three  have  over- 
sexed engines  and  0-60mph  accelera- 
tion below  5.3  seconds.  One  difference: 


The  Maserati  is  customized 
your  taste.  Spider  owners  get  a  c 
they  help  design,  down  to  tl 
color  of  the  leather  stitching  in  tl 
upholstery.  In  fact,  there's  almc 
nothing  Maserati  won't  do  to  a 
commodate  buyers'  requests. ' 
you  come  to  me  with  denim  ai 
want  that  in  the  interior,  I  will  c 
it  for  you,"  di  Montezemolo,  5 
says.  "I  want  to  emphasize  the  e 
clusivity  and  service  that  con 
with  the  brand." 

There  are  other  perks.  If  y< 
want  to  learn  to  drive  like 
champ,  there's  the  Master  GT 
driving  course  run  by  form 
Formula  1  driver  Ivan  Capel 
Maserati  owners  can  zip  aroui 
the  Varano  de  Melegari  circi 
near  Parma,  under  the  watchl 
eye  of  a  team  of  professional  i 
structors.  Maserati,  after  all,  w 
known  for  decades  as  the  fasti 
car  in  the  world  before  Ferrs 
came  on  the  scene  in  the  1 95» 
Then  the  brand  languished  unc 
a  series  of  owners,  includi 
Citroen  and  Argentinean  mo£ 
Alejandro  de  Tomaso.  F 
bought  it  in  1993  and  Ferr; 
took  it  over  in  1997. 

So  far  response  to  the  Maser 
is  good — and  not  just  from  pr 
zel  vendors  in  Manhattan.  Maserati 
outselling  the  Jaguar  XK  series  in  G' 
many,  France,  Italy  and  Switzerlar 
where  it  has  already  been  reintroduo 
Those  results  are  expected  to  boost  F 
rari's  2000  revenue  20%  to  $820  millio 
the  company  says.  If  that  revenue  figi 
is  correct,  profits  could  more  than  dc 
ble  to  $17  million. 

Di  Montezemolo  is  counting  on  1 
U.S.  to  deliver  a  large  chunk  of  the 
revenues.  His  aim  is  to  move  1,2 
Maserati  cars  here  next  year.  Tha 
more  than  half  the  total  number  sc 
worldwide  in  2000.  Says  he:  "I  wi 
customers  with  good  taste  who  i 
looking  for  a  unique  emotion  frc 
driving." 

Or  just  a  unique  set  of  wheels. 
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There's  a  lot  to  say  for  ne$ 


■ 


The  new 
Degussa  is  really  new.  Star- 
ting now,  21  businesses  are  operating 
under  one   roof.  And   in   these  areas: 
Flavors  &  Fruit  Systems,  BioActives,  Feed  Additives, 
Texturant  Systems,  Construction  Chemicals,  Fine 
Chemicals,  Bleaching-  &  Water  Chemicals,  C4-Chemistry, 
Superabsorbents,  Care  Specialties,  Oligomers  &  Sili- 
cones, Coatings  &  Colorants,  Silica/Silanes  &  Catalysts, 
Advanced  Fillers  &  Pigments,  High  Performance  Poly- 
mers, Specialty  Acrylics,  Methacrylates,  Rohm  Semi- 
finished Products. 


The  new  Degussa.  Innovative,  decentra- 
lized, customer-oriented,  close  to 
markets.  Period. 


Dale  Chihuly's  greatest  masterpiece  isn't  a  sculpture.  It's  the  infomercial  about  himself. 


BY  SILVIA  SANSON! 

DALE  CHIHULY  STORMS  INTO 
his  Seattle  studio,  a  converted 
boathouse,  arriving  an  hour 
late  for  an  interview.  He  is 
trailed  by  a  personal  camera- 
man whose  job  is  to  record  every  waking 
moment  of  his  boss'  life.  There  he  is — on 
the  deck  overlooking  Lake  Union,  spray- 
ing paint  on  canvases  as  an  assistant  feeds 
him  fried  fish  with  his  bare  fingers.  Su- 
pervising an  installation  at  a  park,  then 


playing  with  his  3-year-old  son.  Ordering 
his  glassblowers  around  in  the  hot  shop 
as  their  incandescent  lumps  flare  into 
translucent  butterflies.  Finally,  he  turns 
to  the  reporter  and  inquires,  "Do  you 
want  to  ask  questions?  'Cause  I  can  just 
give  you  a  straight  monologue." 

Can  he  ever.  Chihuly  has  made  nine 
commercial  videos  and  several  DVDs — 
sold  in  more  than  100  museum  gift 
stores  and  chains  like  Borders  and  Barnes 
&  Noble — chronicling  his  rise  from  no- 


name  glassblower  in  the  1960s  to  tod 
renowned  glass  sculptor.  He  has 
peared  in  four  PBS  documentaries,  sc 
of  them  cribbed  from  his  own  foot; 
and  has  self-published  25  coffee-tc 
books  about  his  favorite  subject. 

With  his  pirate's  eye-patch  and  tr£ 
mark  paint-splattered  shoes,  Chihuly 
is  a  near-parody  of  the  flamboyant  ar 
The  art  in  question  is  more  than  so 
ture:  What  you  see  at  work  is  the  ar 
self-promotion.  (The  loss  of  sight  in 
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t  eye  from  a  1976  car  crash  keeps  him 
3m  actually  executing  any  work;  he  di- 
ets a  team  of  20  artisans  who  turn  his 
etches  into  glass  artwork.)  Off-camera, 
lihuly  is  a  venture  capitalist  bank- 
Uing  exhibitions  of  his  work;  the  spec- 
itor  who  loses  money  on  public  pro- 
ts  for  the  sake  of  exposure;  the 
timoozer  who  befriends  business 
guls  and  Hollywood  celebrities. 
He's  got  quite  a  racket.  Chihuly  re- 
;es  to  disclose  last  year's  revenues  from 
Dre  than  200  glass  sculptures,  priced 
m  $10,000  to  $2  million,  for  large  in- 
llations.  But  he  proudly  displays  his 
ection  of  vintage  cars  and  motorcy- 
,  Navajo  blankets  and  antique  canoes, 
at  doesn't  include  his  waterfront  real 
ate.  Chihuly  says  he  plows  most  of  his 
w"  profits  back  into  the  business.  It's 
,t — from  his  gigantic  glassblowing  and 
rehousing,  packing  and  shipping  op- 
tions to  the  chemistry  lab  that  devel- 
plastics  that  look  like  glass  for  spe- 
projects.  Constantly  on  the  road, 
ihuly  keeps  in  touch  with  his  200  em- 
yees  (engineers,  lighting  experts,  glass- 
wers,  installers  and  sales  reps)  through 
extensive  voice  mail  system  that  lets 
i  leave  a  message  for  the  entire  com- 
y  with  a  single  phone  call.  It's  not 
isual  for  staffers  to  get  40  to  50  mes- 
s  from  him  by  the  end  of  a  day. 
Chihuly's  creations  are  as  ubiquitous 
le  is.  They're  in  175  collections,  in- 
iing  the  Metropolitan  Museum  of 
,  Las  Vegas  casinos,  Disney  cruise 


ships  and  shopping  malls.  The  Clintons 
had  a  Chihuly  sculpture  among  the  con- 
troversial gifts  they  took  from  the  White 
House.  Bill  Gates,  Elton  John  and  Robin 
Williams  are  collectors. 

The  son  of  a  Tacoma,  Wash,  butcher 
and  union  organizer,  Chihuly  has  always 
had  to  rely  on  hustle.  "Only  one-tenth  of 
one  percent  of  artists  can  make  a  living 
off  their  work,"  he  says.  "Well,  it  was  ten 
times  harder  back  then."  But  even  as  a 
cash-strapped  glassblowing  teacher  at 
Rhode  Island  School  of  Design  in  the 
1970s,  Chihuly  found  the  money  to  help 
raise  his  profile. 
Whether  it  meant  pay- 
ing an  extra  $500  to  fly 
first  class  so  he  could 
chat  up  corporate  elites 
or  taking  out  a  bank 
loan  to  hire  pros  to 
photograph  his  work — 
he  was  always  shooting  for  maximum 
exposure.  When  money  was  tight  he  paid 
in  glass  for  printing  costs  of  catalogs  and 
brochures.  To  this  day  he  barters  his 
work  for  cars  and  services. 

During  the  installation  of  his  first 
show  at  the  Smithsonian  Institution's 
Renwick  Gallery  in  1978,  he  ignored  the 
sealed  crates  containing  his  glass  cylin- 
ders and  insisted  on  giving  curator 
Michael  Monroe  a  slide  show  of  the 
work  instead.  "These  pictures  are  more 
important  because  they  will  live  beyond 
the  exhibition,"  Monroe  recalls  Chihuly 
telling  him.  "  They  are  how  the  world  will 


come  to  know  me.  I  am  going  to  get 
them  into  every  magazine  in  the  world." 

In  the  1980s  Chihuly  built  up  a  roster 
of  loyal  collectors.  Once  he  showed  up  at 
the  Long  Island  mansion  of  one  such 
customer  and  ordered  him  to  move  the 
installation  he  had  just  bought  from  his 
bedroom  to  the  living  room  where  more 
people  could  see  it — threatening  to  walk 
away  from  the  $50,000  sale  if  he  didn't. 

A  PBS  special  on  Chihuly's  dazzling 
chandeliers,  created  for  the  Venice  Bien- 
nale  in  1996,  helped  launch  his  bigger 
and  more  expensive  work.  A  TV  crew  fol- 


CHIHULY'S  CREATIONS  ARE  AS 
UBIQUITOUS  AS  HE  IS— THEY'RE 
IN  MUSEUMS,  CASINOS,  MALLS. 


lowed  Chihuly  and  his  glassblowers  to 
Ireland,  Mexico,  Finland  and  Italy,  docu- 
menting the  creation  of  the  immense 
hanging  structures  from  up  to  2,800 
handblown  pieces  and  the  subsequent 
exhibition  of  these  chandeliers  all  over 
Venice's  bridges  and  piazzas.  The  project 
cost  Chihuly  $1.5  million,  but  the  pub- 
licity helped  land  him  a  flood  of  com- 
missions for  $100,000-plus  projects. 

These  days,  Chihuly  can  charge  some 
museums  exhibition  fees  of  $140,000.  He 
insists  he's  just  covering  installation  and 
shipping  costs.  The  museums  pay  be- 
cause he  draws  traffic.  His  outdoor  in- 


star  of  his  own  massive  production:  Chihuly  is  at  home  in  his  native  Seattle  or  in  Venice— just  as  long  as  there's  a  video  camera  nearby. 
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stallation  of  what  looked  like  an  exotic 
glass  Garden  of  Eden  at  the  Tower  of 
David  Museum  in  Jerusalem  drew  a  mil- 
lion people  over  15  months — compara- 
ble to  a  major  museum's  blockbuster  ex- 
hibit of  impressionists. 

Has  he  overreached?  Some  gallery 
owners  who  once  did  business  with  him 


complain  that  he  cut  them  out  of  deals. 
"I  would  never  go  around  a  dealer,"  says 
Chihuly.  "Why  would  I  do  that?  The  ma- 
jority of  my  sales  are  done  through  deal- 
ers." He  recently  ditched  his  longtime 
New  York  dealer  Charles  Cowles  for  the 
Marlborough  Gallery,  with  Venues  in 
London  and  Monte  Carlo. 


His  next  act:  probably  a  licensil 
agreement  with  a  cosmetics  compai 
or  a  jeweler.  For  now  he  is  opening  Y 
first  Chihuly  store.  The  Bellagio  in  L 
Vegas  will  sell  small,  $2,500  to  $6,01 
replicas  of  his  work.  His  detractors  d 
them  "cheapulys,"  but  that  could  1 
jealousy. 


EVENING  STAR 

Why  is  Amy  Sacco  opening  a  second 
restaurant  in  a  town  where  70%  of  them 
fail  or  change  hands?  Because  chic  sells 


BY  DYAN  MACHAN 

AMY  SACCO'S  RECENTLY  OPENED 
lounge  bar,  Bungalow  8,  is  located 
in  the  middle  of  a  scrap  yard  in 
Manhattan's  west  Chelsea.  Its  hours 
(10  p.m.  to  4  a.m.)  are  suitable  only  for 
night  crawlers.  Food?  It  has  no  kitchen 
and  serves  a  limited  menu  of  dishes  like 
grilled  cheese  ($10)  and  scrambled  eggs 


the  beds,"  says  Sacco  in 
a  low,  throaty  voice.  "It's 
all  about  service  and 
will  have  a  concierge 
instead  of  a  maitre  d', 
who  can  send  flowers, 
make  flight  arrange- 
ments, whatever." 

Sacco,  33,  launched  her  first  restau- 
rant, Lot  61,  three  years  ago  in  the  same 
unlikely  location — a  converted  truck 
garage  in  west  Chelsea.  Opening  night 
was  a  blizzard,  but  600  guests  showed 
up,  including  actors  Bruce  Willis  and 
Denzel  Washington.  How  does  a  low- 
rent  space  draw  a   -  .  0 

r  Everywhere  Amy:  Sacco 

high-rent  crowd?  A   moves  in  chic  circles  but 
knows  if  a  place  is  just  for 
movie  stars  it  will  die  quickly. 


flavors)  and  $25  entrees  (no  salad  i 
eluded),  she  boasts  of  a  pretax  pro 
margin  of  25%,  compared  with  10% 
15%  for  the  typical  high-end  restaurai 
The  secrets:  low  rent,  zero  advertisi 
and  cachet.  Monday  nights  feature  p 
etry  readings  and  bands  like  Fun  Lovi 
Criminals;  Tuesdays,  she  shows  she 
films;  Wednesdays,  it's  funk  and  so 
the  rest  of  the  week  she  can  pack  in  t 
crowds  without  offering  entertainmei 
The  youngest  of  eight  children  o: 
New  Jersey  truck  company  owner,  Sac 
trained  as  a  restaurateur  at  Providen 
R.I.'s  Johnson  &  Wales  University 
1990,  then  took  a  job  as  a  ho' 
ess  for  the  four-star  Boul 


with  caviar  ($70).  Dom 
Perignon  is  $35  a  glass. 
It  has  just  60  seats  and  gives  out  hotel- 
like swipe  keys  to  VIP  guests.  Drop-ins 
may  be  out  of  luck — as  the  blinking  "No 
Vacancy"  sign  suggests. 

Like  the  recently  closed  Spago's  in 
L.A.,  Bungalow  8  is  selling  exclusivity. 
(It's  named  for  the  infamous  hideaway 
at  the  Beverly  Hills  Hotel  patronized  by 
the  likes  of  Howard  Hughes,  Marilyn 
Monroe  and  Michael  Milken.)  "Bunga- 
low 8  will  be  like  a  hotel  room  without 


publicist  helped,  but  Sacco's  own 
Rolodex  was  key.  She  persuaded  rising 
contemporary  artists  like  Damien  Hirst 
and  Sean  Landers  to  offer  their  work  for 
her  walls  at  cost  plus  a  few  drinks.  The 
art  crowd  brought  in  Hollywood  folks, 
and  soon  models,  moguls  and  Wall 
Streeters  showed  up. 

Lot  61  grossed  $3.5  million  in  its  first 
10  months;  last  year  it  pulled  in  $4.2 
million.  What  with  $12  martinis  (in  61 


restaurant,  now  gone 
but  reincarnated  as  Bouley  Bakery.  S 
also  worked  on  making  contacts  to  hj 
her  open  her  own  place.  "I  had  ma 
potential  investors  who  just  wanted 
socialize,"  she  laughs.  "When  I  calledl 
ask  for  investment  capital,  they  ne\ 
had  the  money." 

But  never  underestimate  the  pow 
of  girlfriends.  Sacco  was  pals  with  a 
other  hostess  at  Bouley,  Yvonne  Foi 
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TUAL  PRIVATE  NETWORKS:  When  MasterCard  launched  the 
nent  industry's  first  Virtual  Private  Network  (VPN)  three  years 
it  turned  to  AT&T  for  an  IP  VPN  with  bandwidth  on  demand.  The 
;ble  system  now  operates  in  61  countries,  allowing  MasterCard 
hbers  to  expand  network  capacity  during  peak-season  loads.  No 
per  what  size  your  business,  when  transactions  soar,  AT&T  keeps 
;n  moving  right  along. 
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out  how  VPN  can  speed  up  your  business.  Call  1  888  258-0588  or  visitwww.att.com/business/vpn 


Villareal,  who  wanted  to  break  into 
the  art  world  as  badly  as  Sacco  sought 
the  restaurant  scene.  The  first  to  make 
it,  they  pledged  over  many  glasses  of 
Veuve  Clicquot  after  work,  would  help 
the  other.  After  Villareal  founded  a  cu- 
ratorial consultancy,  she  introduced 
Sacco  to  her  clients.  A  few  put  up  the 
$1.2  million  Sacco  needed  to  open  Lot 
61.  (She  still  owns  40%.) 

Recession  or  no,  she  had  little  trou- 


ble raising  $1.4  million — half  equity, 
half  debt — for  Bungalow  8,  which 
opened  in  mid-April.  Sacco  is  relying  on 
word-of-mouth  advertising,  low  rent 
($28  a  square  foot  versus  $150  to  $225 
in  midtown  Manhattan)  and  the  use  of 
Lot  61's  kitchen,  six  blocks  away,  to  con- 
trol overhead.  She  aims  to  gross,  on  av- 
erage, $4,500  a  night,  not  counting  rev- 
enue from  private  parties  a  couple  of 
times  a  week.  Figuring  tables  will  turn 


over  1.5  times,  a  conservative  estima 
she  says,  she  needs  $50  a  check — o 
shared  order  of  scrambled  eggs  a 
caviar,  plus  drinks.  Patrons  may  want 
buy  $100  Bungalow  8  bathrobes  or  pi 
up  their  continental  breakfast  to  go 
available  after  2  a.m. 

One  early  indication  that  the  hij 
end  still  spends  is  that  several  w«; 
known  companies  have  booked  dinn 
for  40.  Prix  fixe:  $15,000  and  up. 


ROBQ-THERAPY 


gives  one  more  shake  and  1 
robot's  head  falls  off. 

"It  looks  like  we're  going 

Corinna  Lathan  is  making  devices  to  help  disabled  kids  have  a  little   ^eed ^dmtriai-strengtih  vl 

,  for  the  head,    says  Conn 

fun  while  they  re  doing  their  exercises.  Any  investors  out  there?       Lathan,  cofounder  of  Anthi 

Tronix,  the  College  Park,  N 
designer  of  the  robot.  Earlien 
the  day  cofounder  Jack  M.  V 
made  a  quick  trip  to  Rao 
Shack  to  replace  a  speaker  t 
short-circuited.  "Every  day 
technology  is  changing.  We 
constantly  improving  upon 
she  says. 

Once  the  technical  kin 
are  worked  out,  Lathan  ho] 
the  JesterBot  will  becom, 
standard  therapeutic  tool 
children  with  speech,  learn 
and  physical  disabilities- 
market  of  4.5  million  kids 
tween  the  ages  of  3  and 
AnthroTronix  has  taken  bs 
steps  to  that  goal.  So  far 
kids  have  worked  with 
robot  at  Mt.  Washington,  j 
cording  to  Dr.  Katharine  All 
a  medical  director  and  pe 
atric  physiatrist,  they  h. 
jPfffil  shown  "measurable  impro 
ments"  in  muscular  contro 
Here's  how  it  works.  A  clj 
puts  on  leg-  or  armbands  c 
WSMSSt  hat  embedded  with  ra 
transceivers  and  sensors.  By  wavin 
hand,  say,  or  nodding  her  head, 
sends  out  radio  signals  that  are  inl 
preted  by  a  central  processing  unii 
the  JesterBot,  which  mimics  her  acts 
(see  diagram,  p.  218).  Visual  feedbacl 
movements  creates  a  sense  of  play ; 


BY  NICOLE  RIDGWAY 

JULIAN  MADDOX'S  FACE  LIGHTS  UP 
as  he  puts  on  a  multicolored  hat. 
This  isn't  like  his  usual  visit  to  Mt. 
Washington  Pediatric  Hospital,  in 
Cheverly,  Md.,  where  the  6-year-old 
undergoes  weekly  physical  therapy  ses- 


sions for  cerebral  palsy.  Julian  sits  in  the 
waiting  room  nodding  his  head  for- 
ward then  pushing  it  back,  all  the  while 
giggling  and  clapping.  Each  time  he 
moves  his  head,  the  Muppet-like  robot 
on  the  floor  mimics  him  with  a 
whizzing  sound  and  a  jerky  nod.  Julian 
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Supporting  47  of  the.  world's  50  largest 
restitutions  takes  systems  with  a  certain  amount  of  power 


SUNGARD   Rely  on  our  strength  www.sungard.com 


control.  Using  this  "gestural  interface," 
the  robot  can  also  be  programmed  to 
guide  a  child  through  games  like  Simon 
Says.  During  exercises,  the  JesterBot  can 
gauge  a  child's  range  of  motion,  while 
electronically  reporting  the  results  of 
the  session  to  a  therapist  via  a  data  port 
hooked  up  to  a  PC.  Those  data  can  be 
accessed  online  at  any  time;  a  therapist 
need  not  be  on-site  to  prescribe  new 
exercises. 

Lathan,  who  has  a  master's  in  aero- 


nautics and  astronautics,  as  well  as  a 
Ph.D.  in  neuroscience — all  from  MIT — 
has  long  been  interested  in  rehab.  As  a 
professor  of  biomedical  engineering  at 
Catholic  University,  she  looked  into 
high-tech  and  telecom  applications  to 
help  disabled  children.  A  couple  of  re- 
search grants  from  the  U.S.  military 
and  the  Department  of  Education  pro- 
vided the  cash— $300,000  last  year— to 
launch  AnthroTronix  and  create  a 
rough  prototype  of  the  JesterBot  from 
recycled  pieces  of  remote-controlled 
toy  cars  and  garage-door  openers.  Hav- 
ing a  rent-subsidized  lab  and  office 
space  at  the  University  of  Maryland 
helped  Lathan  do  it  all  on  the  cheap. 
But  to  scale  up,  AnthroTronix  will 


need  at  least  $3.5  million  on  top  of  the 
$500,000  to  $1  million  in  R&D  contracts 
Lathan  expects  this  year.  That's  to  re- 
place the  robot's  piecemeal  electronics 
with  customized  chips,  battery  packs, 
transmitters  and  sensors,  as  well  as  to 
complete  testing  and  ramp  up  produc- 
tion. Holding  down  costs  will  be  a  chal- 
lenge. AnthroTronix  plans  to  hire  20 
salespeople  and  other  staffers  in  the 
next  year,  tripling  the  current  size  of  its 
staff  and  increasing  its  sales  and  mar- 


keting expenses  to  $2.6  million,  which 
includes  a  direct  marketing  campaign 
focused  on  private  and  public  educa- 
tional facilities  that  work  with  disabled 
children.  At  some  point,  Lathan,  33,  will 
try  to  find  reseller  agreements  to  dis- 
tribute her  products  to  patients,  parents 
and  special  education  teachers. 

Meantime,  there's  money  to  raise. 
To  that  end,  Lathan  hired  management 
consultant  Carl  Pompei,  onetime  chief 
executive  of  Mass  Microsystems,  a 
computer  peripherals  outfit,  which  he 
took  public  in  1989  and  sold  in  1993  to 
now-defunct  computer-storage  maker 
RamTek.  Pompei  drafted  the  com- 
pany's prospectus  for  a  $750,000  pri- 
vate placement.  He  is  already  planning 


a  second  round  of  funding. 

That  cash  could  help  Anthn 
Tronix  tap  into  a  rich  vein.  Given  ij 
dustry  data,  Lathan  estimates  that  to 
for  disabled  kids  make  up  a  high 
splintered  $2  billion  market.  Gian 
like  Mattel  and  Hasbro  have  avoid< 
this  niche  market  because  it's  so  R& 
intensive.  They  can  get  larger  nj 
profit  margins — as  high  as  10%- 
with  most  of  what  they  put  on  t« 
shelves;  Lathan  will  be  lucky  to  g 
1.6%.  Most  rehab  devices  are  made  1 
small,  independent  shops  that  have 
single  offering  to  address  a  specil 
need.  They  tend  to  be  simple  pro< 
ucts,  incorporating  an  on/off  switi 
that  a  disabled  child  can  easily  mani 
ulate;  they  usually  don't  allow  for 
full  range  of  muscle  movements 
JesterBot  does. 

Therapeutic  devices  are  expe 
sive — as  much  as  ten  times  the  price 
high-tech  toys  made  for  able-bodi' 
children.  To  cut  the  cost  of  the  JesterB 
to  around  $100  for  an  off-the-shelf  ve 
sion  (not  including  an  addition 
monthly  fee  for  JesterWeb  servic« 
Lathan  has  a  pending  licensing  agre 
ment  with  Toytech  Creations,  a  $3  m 
lion  (sales)  Savage,  Md. -based  man 
facturer,  to  produce  a  mass-mark 
version  of  the  robot  for  sale  in  toy-stc 
chains.  Working  closely  with  Jut 
Nathanson,  Toytech's  president,  Lath 
has  altered  certain  design  specs  of  tj 
JesterBot  so  they  can  be  made  wi 
standard  injection  molding  and  ele 
tronics  equipment. 

But  the  road  ahead  is  deeply  pock 
with  "ifs."  If  AnthroTronix  can  close 
first  private  placement  by  June,  it  m 
be  able  to  roll  out  the  first  JesterBots 
months  later.  If  the  company  can  th 
grab  a  targeted  6%  of  that  market  of  *\ 
million  disabled  kids — that's  270,0 
children  at  $50  wholesale  revenu 
each — Lathan  can  meet  a  twentyfc 
jump  in  her  production  costs  to  $8 
million,  and  total  operating  expenses 
$13.1  million. 

That's  a  lot  of  suppositions — staj 
ing  with  whether  Lathan  and  Vice  c 
figure  out  how  to  attach  the  head 
that  robot. 


Command  and  Control  

Using  special  software  and  sensors,  disabled  kids  can  exercise  with  JesterBot. 

Child  wears  hat,  wristbands  or 

legbands  with  sensors  and  transceivers  to 

send  motion  and  voice  data  to  JesterBot 
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jpu're  inspired  by  the  heavens.  We're  inspired  by  the  structural  rigidity. 

lie  important  thing  iS,  there's  inspiration.  Forget  the  breathtaking  scenery.  Get  into  a  Corvette* 
ivertible  and  you'll  discover  something  even  more  inspiring.  Namely,  the  way  it's  been  engineered  to  offer  an  unexpected  level  of  rigidity  in 
anvertible.  For  instance,  we  house  the  drivetrain  in  a  structural  tunnel.This  stiff  backbone  allows  the  suspension  to  deliver  precise  handling 
a  smooth  ride.  It's  a  difference  you'll  notice  immediately.  That  is,  if  you  can  peel  your  eyes  away  from  that  night  sky.  corvette.com 
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BY  ERIKA  BROWN 

WINSTON  AND 
Sandy  Sin  are 
Thomas  Wu's 
kind  of  customers.  When 
the  couple  tried  to  start  a 
bowling  shoe  import  busi- 
ness five  years  ago,  they 
couldn't  even  get  an  ap- 
pointment with  a  loan  of- 
ficer at  Wells  Fargo  or 
Bank  of  America.  On 
paper  the  Sins  looked 
risky:  They  spoke  little 
English,  had  been  in  the 
U.S.  for  just  a  year  and  had 
no  credit  history,  much 
less  a  single  customer  for 
the  shoes. 

Not  a  problem  for  Wu, 
chief  executive  of  San 
Francisco-based  United 
Commercial  Bank.  "I  try 
to  understand  the  charac- 
ter of  the  borrower,"  he 
says.  In  an  hourlong  inter- 
view in  Cantonese,  one  of 
his  loan  officers  learned 
details  that  did  not  show  up  on  the  stan- 
dard loan  application:  Winston  had  run 
a  shoe  business  in  Tianjin,  China;  the 
Sins  had  no  credit  history  because  they 
bought  their  San  Francisco  house  with 
cash.  UCB  approved  a  $54,000  line  of 
credit  at  7.75%  interest.  It  was  a  smart 
loan — the  Sins'  company  now  has  more 
than  $500,000  in  annual  sales  and  has 
never  missed  a  payment. 

UCB  (assets:  $2.6  billion)  is  driven  by 
old-fashioned  community  lending.  It  tar- 
gets new  Chinese  immigrants,  75%  of 
whom  have  no  credit  history.  The  bank 
can  afford  to  offer  competitive  rates  be- 
cause its  default  rate,  at  0.02%,  is  one- 
tenth  that  of  the  national  average.  UCB's 
outreach  often  results  in  repeat  business. 
"Once  you  start  a  banking  relationship 
with  a  new  immigrant,"  says  Wu,  "you 
have  a  customer  for  life." 

Wu,  42,  knows  this  firsthand.  A  re- 
spected banker  in  Hong  Kong,  he  came 
to  the  U.S.  a  decade  ago  as  an  executive 
with  what  is  now  UCB.  But  because  he 
had  no  credit  history  here,  three  local 


STRIKE! 


Tommy  Wu  plays  a  different  game  from  bigger  banks, 
targeting  immigrants  who  can't  get  loans  elsewhere. 

banks  turned  down  his  application  for  a 
mortgage.  To  Wu,  the  obstacles  looked 
like  an  opportunity.  "If  I  couldn't  get  a 
loan  as  a  sophisticated  banker,  what 
about  everybody  else?"  he  recalls. 

At  his  instigation  UCB  launched  the 
Easy  Key  home  loan  program,  aimed  at 
accelerating  the  borrowing  process  by 
getting  to  know  the  client  beyond  what's 


►  By  the  Numbers 


East  Meets  West 

Asians  are  among  Ihe  fastest-growing 
populations  in  California— and  an 
increasingly  profitable  target  for  banks. 

The  number  of 
Asian-Americans  living  in  California. 

The  average  savings 
of  a  Chinese-American. 

California's  share  of  the  annual 
number  of  new  Chinese  immigrants 
in  the  U.S. 

Sources:  U.S.  Census  Bureau;  UCB. 


Team  players:  Wu  helped 
Sandy  Sin  get  her  bowling 
shoe  business  rolling. 

on  paper.  That  some 
times  includes  makin 
calls  to  former  employ 
ers  in  Hong  Kong.  Th 
bank  approaches  new 
arrived  immigrants.  UC 
provides  the  Chines 
Newcomers  Service  Cer 
ter  with  information  e? 
plaining  how  to  file  for 
Social  Security  numbe 
get  a  driver's  license,  pa 
taxes,  find  schools — an 
of  course,  open  an  an 
count  with  UCB. 

The  bank  aims  to  1 
as  Chinese  as  possible,  q 
fering  banking  by  phoni 
Internet  and  ATM  in  tl| 
major  dialects  and  Enj 
lish.  Sunday  is  the  busie 
day  of  the  week  at  UCB 
Grant  Street  branch 
Chinatown,  where  telle 
speak  Cantonese  or  Mai 
darin.  Loan  officers  serve  oolong  te 
During  the  Chinese  New  Year  the  ban 
offers  dim  sum  and  suckling  pig. 

Three  years  ago — in  pursuit  of  bi 
ger  profits — Wu  raised  $170  million  in 
management  buyout  of  UCB,  changii 
the  bank's  charter  from  an  S&L  to  con 
mercial  status,  then  taking  it  public  agaii 
(Commercial  loans  now  make  up  93 
of  its  business.)  Last  year  the  bank's  ; 
branches,  all  in  California,  original 
$675  million  in  commercial  loans  an 
$50  million  in  home  loans.  Since  tl 
changeover,  return  on  assets  has  jump 
from  0.5%  to  1.02%.  UCB's  shares,  whi 
trade  on  the  Nasdaq,  were  recently  $4 
with  a  trailing  P/E  of  15.4,  compared  wi 
about  20  for  comparably  sized  ban! 
(Wu's  original  $500,000  investment 
the  buyout  is  worth  $9.9  million.) 

Wu  has  his  eye  on  other  markets  wi 
large  Chinese  populations — New  Yo 
and  Seattle  for  starters.  "I  always  tell  r 
employees  and  customers,"  he  sa] 
"  'There  is  nothing  you  can't  accompli 
in  this  world.'" 


220     FORBES"  May  14,  2001 


"YEARS  AGO,  KINKO'S  MOSTLY  MADE  COPIES.  AND  I  MOSTLY 
)ID  THE  HUSTLE.  YOU  SHOULD  SEE  WHAT  WE'RE  DOING  NOW." 


iat's  right.  I  traded  in  my  lime-green  leisure  suit  for  a  dark-blue  apron  and  never  looked  back.  Meanwhile,  Kinko's  became  the 
id  of  place  committed  to  handling  all  of  your  document  needs  with  top-notch  quality.  And  now  we've  added  all  kinds  of  new 

services,  like  printing  signs,  posters  and  banners.  Commercial  Account 

Managers  that  give  you  document  solutions 

Projected  Sales 

customized  for  your  business.  Digital  Photo 
Centers,  where  you  can  use  our  KODAK 
Picture  Maker  to  make  photo-quality  prints 
from  traditional  and  digital  photos,  and 
where  America  Online  members  can  down- 
load and  print  directly  from  their  "You've 
Got  Pictures""  online  photo  accounts.  And  most  every  Kinko's  has 
a  FedEx    drop  box  with  one  of  the  latest  pickup  times  around. 
So  stop  by  Kinko's  today.  Where  the  only  hustle  I'll  do  is  to  make 
sure  you  get  whatever  you  need  done 
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Product 
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Growth 
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Giving  Wall  Street 
The  Cold  Shoulder 

Sick  of  faithless  investors  and  arrogant  analysts,  Stephen  Luczo  did  the  unheard  of 
in  Silicon  Valley:  He  took  a  tech  giant  private.  Now  others  may  follow  his  lead. 


BY  SCOTT  WOOLLEY 

WITH  THE  TECH 
market  in  full  re- 
treat and  once- 
golden  options 
packages  ren- 
dered all  but 
worthless,  it  isn't 
much  fun  to  be  a  chief  executive 
in  Silicon  Valley  these  days.  So  how 
is  it  that  Seagate  Chief  Stephen  Luczo 
is  having  a  ball — and  doing  all  he  can 
to  avoid  gloating  at  every  Nasdaq 
stumble? 

Luczo  completed  a  $20  billion  buy- 
out of  the  world's  biggest  disk-drive 
maker  in  November,  a  deal  that  drew 
gasps  in  the  Valley,  where  going  public 
is  a  hallowed  rite  of  passage  and  staying 
public  is  a  matter  of  course.  No  other 
high-tech  manufacturer  close  to  Sea- 
gate's size  is  privately  held. 

Today  Luczo  revels  in  his  new- 
found freedom.  He  no  longer  has  to 
spend  one-third  of  his  time  placating 
public  shareholders  and  Wall  Street 
shills;  instead  he  spends  more  time 
talking  to  customers,  suppliers  and 
employees.  The  disk-drive  industry  re- 
mains volatile,  but  Seagate  no  longer 
frets  about  the  predations  of  class  ac- 
tion lawyers  such  as  William  Lerach. 
He  sued  Seagate  three  separate  times 


after  major  dips  in  its  stock,  drawing 
blood  twice.  Gone,  too,  is  the  tempta- 
tion to  overreach  to  put  up  the  quar- 
terly sales  and  profit  numbers  Wall 
Street  demands,  which  Luczo  says 
often  conflicted  directly  with  planning 
for  the  long  term.  "Do  I  feel  lucky  to 
have  gone  private?  Yeah,  every  day," 
he  says. 

Five  months  after  the  deal  closed, 
Seagate's  flight  to  privacy  seems  less 
outrageous — and  offers  a  blueprint  for 
other  underappreciated  tech  shops 
that  might  do  well  to  consider  follow- 
ing suit.  Dozens  of  high-tech  stalwarts 
are  suffering  from  plummeting  valua- 
tions despite  record  profits  (see  table, 
p.  224).  Now  Silver  Lake  Partners,  the 
$2.3  billion  buyout  fund  behind  the 
Seagate  deal,  is  on  the  prowl  for  more 
deals.  With  every  downward  tick  of  the 
stock  market,  going  private  takes  on 
added  allure. 

"People  are  going  to  watch  the  Sea- 
gate experience  and  see  how  they  fare 
as  a  private  company,"  says  Edward 
Zander,  president  of  Sun  Microsys- 
tems, a  big  Seagate  customer.  "Sitting 
around  watching  the  Nasdaq  these 
days,  being  private  starts  to  sound 
pretty  good."  Behemoths  like  Sun  are 
unlikely  candidates  for  buyouts — they 
are  too  pricey,  even  now — but  com- 


modity suppliers  "down 
the  food  chain  a  few 
notches"  could  find  it  ap- 
pealing, he  says. 

Luczo  had  long 
jousted  with  Wall  Street 
over  the  lukewarm  valua- 
tion it  slapped  on  Seagate. 
He  bitterly  recalls  kow- 
towing to  analysts  and 
investors,  only  to  be 
patronized  and  mocked 
in  return.  He  had  tried 
urging  doubters  to  do 
some  simple  math:  Sea- 
gate owned  128  million 
shares  of  software  maker 
Veritas — yet  the  value  of 
that  stake  was  often  much 
higher  than  Seagate's  en- 
tire market  cap. 

Here  was  a  firm  with 
$6.4  billion  in  sales  and 
50,000  employees,  yet  it 
was  being  valued  at 
somewhere  between  zero  and  negati' 
$5  billion.  "We  were  being  really  voc 
about  that,  saying  'Hey,  you're  missii 
something,'"  Luczo  says.  "But  an" 
body  who  criticized  them  was  mat 
fun  of."  One  buyside  analy 
at  a  Goldman  Sachs  conference  co 
nered  Luczo  after  a  speech  ar 
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irned:  "Don't  lecture  Wall  Street." 

Luczo,  a  44-year-old  former  in- 
stment  banker,  had  long  dreamed 
a  Wall  Street  divorce  but  had  always 
smissed  it.  The  few  big  tech  firms 
at  are  private,  such  as  ViewSonic, 
>S  Institute  and  Trilogy  Software, 
dn't  go  through  a  buyout;  they  sim- 


DO  I  FEEL  LUCKY 
TO  HAVE  GONE 
PRIVATE? 
YEAH,  EVERY  DAY' 


 BUYOUTS 

Happily  minding  his  own 
business:  Seagate's  Luczo. 

ply  grew  up  that  way.  He 
knew  1980s-style  buyouts 
typically  were  laden  with 
debt,  with  the  massive  lever- 
age used  to  magnify  equity 
investors'  potential  returns. 

But  high-tech  businesses 
have  limited  collateral  to  offer 
creditors,  because  a  sizable 
chunk  of  their  value  is  the  en- 
gineers who  go  home  every 
night.  Seagate  had  factories 
and  capital  assets  carried  on 
the  books  at  $1.6  billion,  but 
its  sporadic  cash  flows  were 
guaranteed  to  frighten  off 
lenders.  Its  income  from  op- 
erations (net  before  interest, 
taxes  and  depreciation)  gy- 
rated from  a  $690  million  loss 
in  1998  to  a  $260  million  gain 
in  1999,  then  back  down  to  a 
$560  million  loss  in  2000. 

Early  last  year,  an  unex- 
pected call  came  from  David 
Roux,  a  managing  director  at 
Silver  Lake  Partners.  Roux 
and  Luczo  quickly  devised  a 
deal  to  take  Seagate  private, 
but  with  much  less  debt  in 
the  mix.  Going  easy  on  the 
debt  isn't  a  bad  thing,  Roux 
says,  because  technology 
firms  tend  to  grow  so  much 
faster  than  the  rest  of  the 
economy. 

"You  can  buy  a  company 
that  makes  canned  peas, 
growing  with  the  rest  of  the 
economy  at  3%,  leverage  it 
four-to-one  [$4  of  debt  for 
each  $1  of  equity]  and  maybe 
get  a  15%  return.  Or  you  can 
just  buy  a  company  growing  at  15%," 
Roux  says. 

In  March  2000  they  unveiled  the 
complex  deal,  and  in  November  they 
completed  it.  Seagate  shareholders  got 
0.45  shares  of  Veritas  plus  $8.55  in  cash 
for  each  Seagate  share.  The  Veritas 
holding  was  worth  about  $18  billion  at 
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the  time,  and  that  portion  of  the  deal 
was  a  tax-free  swap;  that  stake  is  now 
down  to  $8.2  billion. 

The  result:  Silver  Lake  ended  up 
paying  $2  billion  for  the  disk-drive  busi- 
ness. It  funded  the  deal  with  a  1-to-l 
mix  of  debt  and  equity,  com- 
pared with  4-to-l  for  a  stan- 
dard leveraged  buyout.  Luczo 
kicked  in  $5  million  of  his  own 
to  raise  his  stake  to  3.5%. 

A  passel  of  former  share- 
holders felt  forced  to  cash  out 
at  an  unfairly  low  price.  Seven- 
teen suits  were  filed  soon  after 
the  LBO  was  announced.  Ulti- 
mately a  judge  consolidated 
them,  and  the  Silver  Lake  buy- 
out group  settled  the  case  for  a 
pittance — $50  million. 


Silver  Lake  has  done  a  few  smaller 
tech  buyouts  using  virtually  no  debt, 
including  Island,  the  big  electronic 
stock-trading  network.  It  is  looking  for 
more  targets  to  take  private,  figuring 
now  is  a  great  time  to  be  a  value  in- 


Silver  Lake's  David  Roux  hunts  for  value 
amidst  the  high-tech  wreckage. 

vestor  in  technology. 

"Not  everybody  should  look  at  te 
as  an  investment  you  buy  at  50  tin 
revenue  and  sell  at  100  times  revenu 
Roux  says.  "The  heart  of  tech  is  mi 
of  giant  global  companies  where  1 
technologies  are  quite  advanced,  l 
the  businesses  are  mostly  matur 
Roux  used  that  very  argument  wh 
Silver  Lake  was  raising  its  investm< 
kitty  from  tech  titans  including  I 
Gates,  Larry  Ellison,  Michael  Dell  a 
Intel  cofounder  Gordon  Moore. 

The  question  is  whether  Seagate  v 
pay  off  for  Silver  Lake.  Had  it  waite< 
few  more  months  into  the  Nasdaq  sli 
the  buyout  firm  could  have  grabb 
Seagate  for  substantially  less.  Ri 
drivemakers  Western  Digital  and  Mi 
tor  are  off  30%  and  35%,  respective 
since  the  buyout  was  announced. 

For  all  their  talk  of  loving  t 
private  market,  Silver  Lake's  exit  str 
egy  almost  surely  will  be  a  return 
the  public  market  that  Stephen  Luc 
has  just  spurned.  The  current  sto 
slump  could  delay  that  outcome 
several  years — which  is  fine  by  t 
Seagate  chief. 

"We  have  owners  who  understa 
our  long-term  strategic  needs,"  Luc 
says.  But  occasionally,  out  of  nerve 
habit,  he  asks  his  assistant  to  check 
Seagate's  stock  price;  there  isn't  ol 
Other  times  he  ponders  just  how  low 
stock  would  have  sunk  in  the  curre 
market.  "But  I  just  count  my  blessing 
Luczo  avers.  "I  never  gloat." 


High-Tech  Buyout  Bait? 


The  market  has  scorned  some  profitable  outfits  with  strong  cash  flows.  Will  they  go  private? 


Ticker 

Company 

Recent 
price 

Enterprise 
multiple1 

P/E 

Sales 
($mil) 

Market 
value 
($mil) 

Enterprise 
value2 
($mil) 

Operatin 
income 
($mil) 

KEM 

Kemet 

$18.32 

2.7 

5. 

$1,326 

$1,593 

$1,503 

$563 

SNOK 

SanDisk 

22.99 

2.8 

6 

602 

1,551 

1,445 

508 

FCS 

Fairchild  Semiconductor  Intl 

14.65 

3.5 

5 

1,783 

1,455 

1,759 

507 

CMOS 

Credence  Systems 

21.27 

3.7 

8 

701 

1,116 

998 

273 

CY 

Cypress  Semiconductor 

17.55 

3.7 

9 

1,288 

2,205 

2,225 

600 

AMD 

Advanced  Micro  Devices 

23.00 

4.2 

8 

4,644 

7,225 

7,931 

1,891 

CTS 

CTS 

20.50 

4.3 

7 

867 

570 

744 

175 

'Enterprise  value  divided  by  operating  income.  Based  on  figures  for  the  last  12  months.  2Market  value  plus  debt,  minus  cash, 
before  interest,  taxes  and  depreciation. 


'Earninj 


224     FORBES-  May  14,  2001 


COMPAQ. 


invent 


EMC2 

where  information  lives 


wSun 

microsystems 

take  it  to  the  n"1 


The  companies 

that  know 

high-tech  best 

run  Oracle. 


ORACLE* 

SOFTWARE  POWERS  THE  INTERNET™ 


Copyright  ©2001  Oracle  Corporation  All  rights  reserved  Oracle  is  a  registered  trademark,  and  Software  Powers  the  Internet  is  a  trademark  or  registered  trademark  of  Oracle  Corporation  Other  names  may  be  trademarks  of  their  respective  owners 
Sun,  Sun  Microsystems,  the  Sun  Logo  are  trademarks  or  registered  trademarks  of  Sun  Microsystems.  Inc  in  the  United  States  and  other  countries 


Your  idea  will  never  fly 


You  haven't  thought  it 


Shield  Sham 

The  cell  phone  cancer  scare  has 
spawned  protective  devices  for  the  wary. 
Never  mind  whether  they  actually  work. 


BY  DIRK  SMILLIE 

HERE'S  SOME  REASSURING  MED- 
ical  news:  Recent  studies  in  the 
New  England  Journal  of  Medicine 
and  the  Journal  of  the  American  Medical 
Association  have  found  no  connection 
whatsoever  between  cell  phone  radia- 
tion and  brain  cancer. 

That  hasn't  stopped  inheritors  of 
P.T.  Barnum's  mantle.  A  cottage  in- 
dustry has  sprung  up  to  sell  little  doo- 
dads that  supposedly  shield  callers 
from  cellular  radiation.  Known  by 
vaguely  familiar  names  like 
SafeTShield,  Wave  Shield, 
Cellularguard  and  Wave 
Scrambler,  these  fear-fueled 
gadgets  are  selling  nicely  in 
stores  like  Lowe's  Home 
Improvement  Warehouse, 
Duane  Reade  and  Ace  Hard- 
ware in  the  U.S. 

Last  month  SV1,  the  Boca 
Raton,  Fla. -based  maker  of 
the  SafeTShield,  signed  a  deal 
with  7-Eleven  to  sell  it  at 
5,200  stores.  The  factory  will 
be  able  to  produce  3  million 
units  a  month  at  capacity. 

Jittery  cell  phone  fiends 
around  the  world  are  getting 
snookered,  too.  The  Wave 
Shield  has  sold  more  than 
100,000  units  in  Asia.  Cellu- 
larguard, a  Tomkins  Cove, 
N.Y.  maker,  has  moved 
160,000  in  ten  months.  Most 
of  its  international  sales 
come  from  Latin  America 
and  the  U.K.  Users  in  Puerto 
Rico  bought  8,000  Cellular- 
guards  in  February. 

Too  bad  the  sales  pitch 
is  largely  bunk.  The  Good 
Housekeeping  Institute 
found  little  benefit  in  lab  tests 


of  several  shields.  Now 
the  Federal  Trade  Com- 
mission and  the  New 
York  State  attorney  gen- 
eral are  questioning 
whether  such  products 
do  what  their  makers 
claim. 

The  shields  come  in  as  many 
shapes  and  models  as  cell  phones 
themselves.  Most  are  button-size  discs 
that  attach  to  the  earpiece  of  a  phone. 
Others  resemble  a  black,  beaded  thim- 
ble that  fits  snugly  over  an  antenna. 
Typically  they  are  made  of  a  metallic 
weave  that  can  include  carbon,  lead 
and  potassium. 

These  tchotchkes  are  tiny,  but  their 
profit  margins  are  huge.  Cellularguard 
Chief  Scott  Coloney  says  his  per-shield 
cost  is  80  cents.  It  retails  for  $15. 


FIVE  SHIELDS  TESTED  DID  LITTLE 


Many  shieldmakers  claim  to  elim 
nate  nearly  all  handset  radiation- 
dubious  assertion  because  that  wou, 
effectively  squelch  the  phone's  rad: 
signal.  Yet  the  press  is  buying  th 
rhetoric  without  much  scrutiny.  In  D 
cember  Time  passed  along  the  clai 
that  WaveZorb's  small  patch  of  carbc 
cloth  "soaks  up  nearly  99%  of  m 
crowave  radiation." 

Independent  tests  suggest  othe 
wise.  In  November  the  Good  Hous 
keeping  Institute  put  five  differe: 
shields  through  the  same  procedu 
used  by  the  Federal  Communicatioi 
Commission  to  measure  radiatk 
from  cell  phones. 

A  handset  was  strapped  to  the  sit 
of  a  plastic  head  filled  with  gel  to  sinr 
late  the  density  of  the  brain.  A  senst 
inside  the  goop  created  a  three-dime: 
sional  map  of  radiatic 
hotspots.  Result:  All  fr 
shields  did  virtually  nothii 
to  lower  a  cell  phone's  radi 
tion  exposure  to  the  brai 
says  Donald  Mays,  the  insi 
tute's  technical  director. 

Shieldmakers  say  tl 
Good  Housekeeping  slap 
unfair.  "It's  a  bull —  stuc 
They  didn't  test  our  shie 
the  way  we  tested  it,"  sa 
Sheldon  Kalnitsky,  chief  e 
ecutive  of  Interact  Comm 
nications,  which  makes  Wa 
Shield. 

Point  taken.  The  packa 
ing  for  Wave  Shield  says 
product  blocks  a  tiny  cha 
nel  of  radio  emissions  to  t 
ear.  The  company's  ov 
tests,  sanctioned  by  the  D 
partment  of  Health — tl 
one  in  Russia — showed  th 
radiation  around  the  e 
canal  was  indeed  dramal 
cally  lowered. 

But  the  companies'  W 
sites  don't  leave  well  enouj 
alone.  A  graphic  on  the  Safe' 
Shield  site  shows  a  huge  cloi 
of  radiation  funneling  in 
the  shield  device,  with  tl 
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brain  largely  unradiated  on  the  other 
side.  This  diagram  is  so  misleading  the 
manufacturer  has  added  the  label:  "Not 
clinically  or  medically  correct." 

The  Cellularguard  site  likens  its 
product  to  the  lead  apron  that  dentists 
drape  over  patients  during  X  rays. 
"That's  a  completely  false  analogy,"  says 
John  E.  Moulder,  a  radiation  biologist 


at  the  Medical  College  of  Wisconsin 
who  has  been  a  consultant  to  the  cell 
phone  industry.  While  an  apron  covers 
one-third  of  the  body,  the  Cellular- 
guard  shield  blocks  but  a  fraction  of  ra- 
diation hitting  the  brain. 

Even  Wave  Shield's  Kalnitsky  ad- 
mits his  rivals  are  making  some  outra- 
geous claims:  "A  lot  of  these  products 


have  no  merit  at  all." 

That,  however,  doesn't  seem 
matter.  Cellularguard's  Coloney  pi 
to  roll  out  the  ultimate  cell  phi 
block:  a  $30  baseball  cap  made  < 
metallic  weave  said  to  thwart  supp 
edly  harmful  radiation.  Cool — t 
way,  the  gullible  can  at  least  pro 
their  faces  from  harmful  sun  rays. 


COMPUTERS 


Blade 
Runner 

Never  mind  the  vision 
of  a  PC  on  every  desk. 
ClearCube  stuffs  them 
in  a  back  room,  right 
where  they  belong. 


BY  DANIEL  FISHER 

CORPORATE  TECHIES  HAVE 
watched  helplessly  as  per- 
sonal computers  prolifer- 
ated and  diverted  their  control 
to  millions  of  individuals  with 
desktops.  Like  all  popular  up- 
risings, this  one  has  spawned  a 
counterrevolution.  The  techies 
are  fighting  back. 

A  chief  architect  of  this 
counterstrike  is  a  former  IBM  re- 
searcher named  Andrew  Heller, 
the  54-year-old  engineer  who 
oversaw  development  of  the 
RS/6000  workstation  in  the 
mid-1980s.  His  new  firm, 
ClearCube  Technology  in 
Austin,  Tex.,  wants  to  replace  the 
desktop  PC  with  a  new  contraption  he 
calls  "the  blade." 

The  stripped-down  5'/4-inch-by- 
21 -inch  motherboard,  one  for  each  PC, 
rests  in  a  3-inch-wide  slot  on  a  storage 
rack.  Each  rack  holds  up  to  96  blades 
and  can  run  in  a  back  office,  out  of 
sight.  All  that  sits  on  the  user's  desk  is  a 
screen,  keyboard  and  a  box  the  size  of  a 
paperback  book,  with  four  ports.  The 


ClearCube's 
Andrew  Heller 
may  have  cured 
PC  separation 
anxiety. 


price  is  competitive:  A  blade 
with  a  750-MHz  Pentium  III 
and  a  10-gigabyte  hard  drive 
costs  $1,200  when  businesses 
buy  100  or  more. 

The  rack  of  blades  lets  technology 
managers  monitor  usage  and  control  it 
remotely.  Data  are  more  secure,  since 
operators  can  remotely  turn  off  disk 
drives  should  they  fear  an  employee  is 
about  to  empty  the  corporate  database. 

ClearCube  says  maintenance  costs 
are  lower,  too.  With  96  blades  per  rack, 
tech  managers  can  keep  a  few  spares 


available  and  instantly  switch  a  user  c 
to  a  new  PC  while  repairing  a  faulty  ( 
No  more  having  to  go  "cube  divi 
every  time  a  PC  crashes  under  soi 
body's  desk.  ClearCube  claims  it 
erase  the  estimated  $250  a  year  1 
firms  pay  to  support  each  desktop 
slice  up  to  40%  off  the  $150,000  a 
in  labor  costs  now  devoted  to  maint 
ing  every  100  conventional  PCs. 

Employees  don't  sacrifice  mi 
Since  there  is  no  mainframe-like  she 
processor,  they  can  compute  at 
using  common  Windows-based  ap 
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Just  because  you're  good  at  one  thing 
doesn't  mean  you're  good  at  everything. 


Shaquille  O'Neal  has  the  size,  the  agility  and 
J^.  the  determination  to  be  an  unstoppable  force, 
t  the  things  that  make  him  the  best  in  basketball 
n't  ensure  success  in  other  endeavors. 
The  same  applies  to  you.  Whether  you're  the  CEO  or 
e  head  of  IT,  you  know  managing  a  mission-critical 
=b  operation  is  a  complex  and  costly  undertaking  and 
t  one  you  want  to  do  alone. 
This  is  where  we  come  in.  We're  Digex,  and  managed 
=b  hosting  is  what  we  do.  In  fact,  Gartner  Group 
;t  listed  us  as  a  leader  in  the  industry* 
We  have  proven,  engineered  solutions  for  your 
re  infrastructure;  we've  set  the  benchmark  with 
andard  10-day  installs.  We  also  specialize  in 


complex  solutions  to  address  your  particular 
business  needs. 

Our  procedures  for  security,  change  management, 
and  disaster  recovery  have  been  validated  through  an 
Ernst  &  Young  review,  which  cleared  the  way  for  us  to 
achieve  SAS70  Type  II  recognition.** 

We  monitor  our  customers'  global  e-Business  from 
a  central  location  with  one  set  of  experts  who  oversee  all 
operations.  And,  perish  the  thought,  should  a  major 
catastrophe  occur,  we  can  and  will  transfer  all  monitoring 
operations  to  a  backup  data  center  in  minutes. 

All  of  which  should  be  reason  enough  to  visit  us  at 
digex.com/proven  or  call  1-800-455-2968  ext.  920. 
Now  is  a  good  time. 

i 

Where  managed  hosting  began. 
Where  managed  hosting  is  going. 


|ex,  Inc  All  trademarks,  tradenames  and  service  marks  mentioned  and/or  used  belong  to  their  respective 
)1.  "Procedures  reviewed  by  E&Y  relate  to  control  objectives  specified  in  the  SAS70  report 


cations.  "It's  the  best  of  both  worlds," 
Heller  says. 

Such  virtues  fueled  mid-1990s  hype 
over  the  NC,  the  network  computer  that 
was  dependent  on  a  distant  central 
server  for  its  computing  power  and 
data  storage.  Rivals  of  Microsoft  and 
Intel,  particularly  Oracle  Chairman 
Larry  Ellison,  saw  the  NC  as  a  way  to 
bust  the  "Wintel"  duopoly,  but  it  failed 
to  catch  on.  It  turned  out  people 
wanted  their  own  PCs  all  along. 

ClearCube  gives  them  one,  just  not 


Credit  Suisse  First  Boston.  It  targets 
telemarketers,  banks,  brokerage  firms 
and  other  shops  with  thousands  of  PCs 
and  huge  service  bills. 

The  idea  seems  simple  enough,  but 
the  underlying  technology  is  complex. 
Successfully  splitting  a  PCTnto  two 
pieces,  separated  by  as  much  as  600  feet 
of  cable,  presents  thorny  challenges. 
The  typical  PC  monitor  refreshes  its 
screen  images  85  times  a  second,  three 
times  as  fast  as  a  TV  screen.  Constandy 
supplying  the  screen  with  new  infor- 


and  Dell  into 
selling  "blades" 
like  ClearCube. 


"A  GUY  INGRAINED  IN  BOX  THINKING  JUST 


on  their  desk.  The  rack  approach  lets 
hundreds  of  employees  instantly  tap  a 
gigabit-per-second  Internet  connection 
because  all  their  blades  can  be  located 
just  a  few  feet  away  from  the  Net  link. 
That  can't  be  achieved  when  separate 
PCs  are  splayed  out  across  hundreds  of 
separate  desktops. 

ClearCube,  which  raised  $32  mil- 
lion from  Austin  Ventures  and  TVM, 
began  selling  its  blades  last  fall  and  has 
shipped  about  10,000  units  to  cus- 
tomers such  as  Starwood  Hotels  &  Re- 
sorts Worldwide,  Bank  of  America  and 


mation  requires  bandwidth  of  about 
2.5  billion  bits  per  second. 

That's  easy  on  a  typical  desktop  PC, 
where  computer  and  monitor  are  right 
next  to  each  other.  It  is  much  tougher 
when  PC  and  screen  are  two  football 
fields  apart.  Ethernet  signals  poke  along 
at  about  a  billion  bits  per  second,  and 
they  suddenly  slow  to  100  million  bits 
past  100  feet. 

In  1998  Heller  began  tinkering  with 
technology  that  would  allow  data  to  be 
sent  at  extremely  high  speeds  over  Ether- 
net networks.  He  learned  the  only  way  to 


boost  bandwidth  over  copper  with* 

using  far  more  costly  fiber  optics  is 

forgo  digital  technology  and  use  analog 

a  return  to  the  way  cable  TV  signals  h 

been  transmitted  for  decades.  Analog  < 

nals  carry  more  information  and  tra 

better  over  longer  distances  on  cop 

than  high-frequency  digital  signals. 

ClearCube  also  had  to  tinker  w 

the  design  of  the  common  Univet 

Serial  Bus  (USB)  port  that  link; 

mother-board  to  a  CD-ROM  drive 

printer  or  another  accessory.  With  cc 

ventional  USB  chi 
Chief  Executive     .  ,    , , 

Michael  Frost      the  PC  and  add-on  g 

tried  and  failed    must  be  less  than 

to  talk  Compaq    feet  apart  or  else 

dialogue  between  r 

croprocessor  and 

ripheral  breaks  dow 

At  600  feet  a  signal  takes  an  un 

ceptably  long  1.34  nanoseconds 

make  the  round-trip.  So  ClearCub 

engineers  designed  new  USB  chips  t 

use  a  buffer  to  store  a  few  seconds  of 

coming  data  at  a  time,  fooling  the 

vices  into  thinking  they  are  maintaj 

ing  a  constant  dialogue  when  actu; 

they  are  waiting  for  data  to  arri 

ClearCube  chips  also  split  USB  sigr 

into  two  channels,  allowing  devices 

pass  data  simultaneously  when  usus 

they  talk  one  at  a  time. 

ClearCube's     chief  executii 

Michael  Frost,  is  mystified  that  big 

makers  such  as  his  Texas  neighbc 

Dell  and  Compaq,  aren't  coming 

with  their  own  blades.  "We've  talkec 

a  lot  of  guys  at  Compaq  and  Dell,  a 

DOESN'T  GET  IT." 

it's  like  going  into  the  boardroom 
Day-Timers  with  the  first  PalmPilc 
he  says.  "A  guy  ingrained  in  box  thii 
ing  just  doesn't  get  it." 

Heller  understands  all  too  well, 
quit  IBM  after  mainframe  executi 
worried  that  his  powerful  RS/6C 
would  cut  into  their  sales.  "At  this  ti 
we're  a  fly  on  a  giant's  boot,  and 
only  way  to  get  rid  of  us  is  to  take  oi 
shotgun  and  blow  off  their  own  foe 
Heller  says.  "They  don't  want  to  do  t 
because  it's  painful,  so  they'll  avoid  i 
long  as  they  can." 
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Do  what  matters 


Jligital  Spin  By  John  C.  Dvorak 


Sunshine  in  the  Forecast 


GIVEN  THE  NASDAQ  COLLAPSE,  YOU'D  THINK  IN- 
vestors  would  pay  more  attention  to  an  industry 
growing  30%  a  year.  Sales  of  photovoltaic  panels, 
which  convert  sun  rays  into  electricity,  are  doing 
just  that,  and  are  expected  to  do  so  for  years  to 
come.  Yet  solar  power  continues  to  be  tarred  as  a  technology 
for  crackpots  and  free-love  hippies.  Perhaps  the  energy  crisis 
in  the  western  U.S.,  as  well  as  some  entrants  with  exciting 
new  technologies,  will  change  things. 

Photovoltaics  is  the  process  of  absorbing  photons  from 
the  sun  or  other  light  sources  and  turning  them  into  elec- 
trons. The  traditional  technologies  rely  on  silicon  wafers  cut 
from  crystals  and  notched  with  circuits  that  absorb  the  pho- 
tons. Until  recently  the  crystals  used  to  make  solar  receptors 
were  inferior  in  quality  to  those  used  for  PC  semiconductors. 

But  solar  power  would  be  much  more  efficient  with  the 
use  of  higher-quality  materials  and  the  common  chip  in- 
dustry practice  of  making  things  smaller,  denser  and 
cheaper.  Amonix,  a  new  Torrance,  Calif,  firm,  is  shrinking 
receptors  to  a  250th  of  their  standard  size  using  a  high-qual- 
ity substrate  made  of  complementary  metal  on  silicon,  or 
CMOS,  the  same  material  used  in  cell  phone  and  PC  chips. 
Amonix  then  uses  lenses  to  concentrate  sunlight  onto  these 
tiny  receptors.  Result:  Amonix's  cells  are  26%  efficient 
(meaning  74%  of  the  incoming  photons  are  lost)  compared 
with  the  industry  standard  of  12%  to  16%. 

"Amonix  probably  has  the  most  interesting  system  out 
there,"  says  Paul  Maycock,  editor  of  Photovoltaic  News. 
Amonix  just  finished  installing  a  $700,000, 100-kilowatt  sys- 
tem at  the  Glendale  Airport  in  Arizona.  Energy  will  initially 
cost  50  cents  per  kilowatt-hour,  twice  the  cost  of  oil-based 
power,  but  is  expected  to  drop  to  5  cents  after  the  state  fin- 
ishes a  1 -megawatt  solar  plant  sometime  next  year. 

An  emerging  technology  to  compete  with  wafer-based 
panels  is  thin-film  photovoltaics.  With  thin-film  technology 
you  coat  a  surface  such  as  stainless  steel  or  glass  with  a 
photoreceptor  such  as  amorphous  silicon  or  selenium. 
While  thin-films,  which  hold  on  to  between  6%  and  1 1%  of 
photons,  are  less  efficient  than  wafer  technology,  these  flexi- 
ble materials  can  be  incorporated  into  building  materials 
more  easily.  "You  can  shoot  a  bullet  through  one  of  these 
thin-film  panels  and  it  will  still  work,"  says  Richard  Bleiden, 
director  of  project  sales  for  United  Solar,  a  subsidiary  of  En- 
ergy' Conversion  Devices  in  Troy,  Mich. 

The  world's  biggest  thin-film  maker,  and  the  biggest 


solar-cell  manufacturer  p 
riod,  is  BP  Solar,  a  division 
BP  Amoco.  Its  photovoltai 
sales  this  year  should  ri 
about  $250  million.  Other  s 
rious  contenders  are  Shai 
and  Kyocera.  "BP  expects  n 
ture  buildings  to  incorpora 
photovoltaics  in  their  df 
signs,"  says  BP  Solar  Chief  E: 
ecutive  Harry  Shimp.  1 
prove  it,  the  oil  giant  is  addic 
photovoltaic  roofs  to  many 
its  new  gas  stations.  Astn 
Power,  a  publicly  tradfi 
photovoltaic  producer 
Newark,  Del.,  is  working  wi1 
builder  Shea  Homes  to  off 
solar  panels  on  new  homes. 

Today  most  buyers  are  c 
allocation  as  solar  costs  beg, 
to  fall.  Contractors  quote  abo 
15  cents  per  kilowatt-hour  fi 
homes  and  10  cents  for  indu 
try.  These  prices  are  low,  than 
to  subsidies  from  green  state 
Installed  panels  typically  cost  $  10  per  watt.  California  resider 
get  a  $3-per-watt  rebate.  A  6-kilowatt  panel,  costing  $60,000,  a 
produce  enough  juice  for  a  three-bedroom  home.  After  rebat 
the  price  drops  to  $42,000.  Annual  operating  costs  are  virtual 
nil,  and  a  panel  might  last  100  years,  says  Maycock. 

So  why  is  there  no  public  buzz?  These  huge  compani 
don't  break  out  their  numbers  for  photovoltaics,  and  tl 
companies  pushing  the  technology  are  too  small  to  notice 
My  theory?  People  still  equate  photovoltaics  with  tl 
hippy-dippy  1970s.  A  recent  New  York  Times  article  showe 
some  hippies  in  Ukiah,  Calif,  with  a  solar  panel  outside  the 
yurt-like  home  with  its  sod-covered  roof.  Presumably  tl 
solar  panel  was  used  to  power  a  lava  lamp.  "The  hippy  thii 
is  media  nonsense.  Most  buyers  are  smart  middle-  aii 
upper-middle-class  homeowners,"  says  contractor  Gai 
Gerber  of  Sun  Light  &  Power  in  Berkeley,  Calif. 

Buzz  or  no  buzz,  this  technology  is  solid  and  cheap.  Wi 
public  resistance  to  oil  exploration  and  nuclear  power,  phi 
tovoltaics  is  a  big  business  poised  to  get  bigger. 


People  still  equate 
solar  power  with 
the  hippy-dippy 
1970s.  But  this 
technology  is  solid, 
cheap  and  poised 
to  get  bigger. 


John  C.  Dvorak,  columnist  and  author,  is  host  of  Silicon  Spin,  a  daily  TV  show  on  ZDTV. 

Find  past  columns  at  www.forbes.com/dvorak  or  use  your  :CueCat  device  on  the  cue  code  (right)  to  take  you 

there  instantly. 


234     FORBES"  May  14,  2001 


Customers  will  try  anything  to  get  your  attention. 


H  E  L  P 

Hre  you  ready  to  hear  them? 

Customers  can  be  unpredictable.  One  minute,  they're  trying 
to  reach  you  via  email,  and  the  next  they  are  calling  you  on 
the  phone.  PRC  provides  end-to-end  customer  service  across 
virtually  any  channel  that  your  customer  chooses  -  including 
phone,  email,  chat  and  fax.  In  fact,  we've  been  doing  it  for 
nearly  20  years  for  some  of  the  biggest  names  in  business. 
Want  loyal  customers?  Hear  them  with  PRC. 


For  more  information,  call  888-Call-PRC  or  uisit  iiiiuiu.prcnet.com 


Precision  Response  Corporation 

The  leader  in  integrated  customer  care 


©  Precision  Response  Corporation,  2001 
PRC  is  a  division  of  USA  Networks,  Inc. 


Digital  Tool 


ines 


Microsoft  Office:  A  Bit  Less  Irritatin 


WHEN  MICROSOFT  BEGINS  DISSING  ONE  OF  ITS 
own  products,  you  can  bet  a  new  version  is 
on  the  way.  The  company's  recent  public 
mockery  of  the  cartoon  paper  clip  it  once 
characterized  as  a  breakthrough  is  its  arch 
way  of  announcing  that  Office  XP  will  be  available  by  the 
end  of  May — and  shaming  you  into  dumping  earlier  ver- 
sions as  antiquated  laughingstocks. 

Back  when  Office  2000  appeared,  I  advised  against  up- 
grading (FORBES,  Apr.  19,  1999),  since  improvements  were 
aimed  largely  at  corporate  Web-page  production.  This 
time  even  self-employed  Office  veterans  will  discover 
handy  new  features.  Enough  to  make  it  a  must?  Nope. 
The  unofficial  motto  for  Office  XP  should  be:  "Somewhat 
less  annoying." 

With  this  edition,  unlike  the  last  two,  no  file  formats  have 
changed.  That  means  you  can  swap  documents  with  users 
of  Office  2000  (and,  often,  Office  97)  with  impunity.  The 
improvements  affect  the  way  you  look  at  and  work  with 
documents,  rather  than  what  you  can  put  into  them. 

What  Microsoft  calls  the  Task  Pane  is  a  skinny  window 
that  pops  up  to  offer  interactive  information.  A  Reveal  For- 
matting pane  finally  gives  Office  something  WordPerfect  has 
had  for  years:  the  ability  to  show  exactly  what  keeps  making, 
say,  a  paragraph  pop  into  boldface  instead  of  the  italic  you 
intended.  Even  better  is  a  facility  that  lets  you  compare  the 


formatting  of  two  differed 
areas  and  home  in  on  di$ 
crepancies.  A  complementari 
Styles  and  Formatting  panj 
lets  you  make  format  change 
quickly. 

In  another  pane,  text  an 
graphics  represent  the  last  21 
items  copied  to  the  clipboarc 
making  it  easier  to  assemble 
document  from  disparatl 
chunks.  A  New  Documer 
pane  gives  you  several  optior 
for  starting  afresh,  but  ca 
add  an  annoying  extra  step  t 
the  process.  PowerPoir 
panes  for  slide  layout  and  de 
sign  are  probably  the  mo 
useful  of  the  lot.  But  panes  fc 
searching,  organizing  clip  ai 
and  translating  text  an 
markedly  less  successful,  an 
all  the  panes  often  pop  up  i 


Someday  Bill  Gates 
may  figure  out  how 
to  make  software 
that  doesn't  come 
with  built-in 
apologies.  Not  yet. 

unexpected  ways  that  can  be  pains. 

Smart  tags  are  new  little  handles  that  magically  turn  up  t 
assist  you.  Paste  text  into  a  document,  and  the  tag  can  form; 

the  text  to  look  like  tr 
document  you're  workir 
on,  the  one  it  came  fron 
or  something  else.  M 
crosoft  is  encouraging  pre 
grammers  to  write  custoi 
tags,  but  its  own  Excel  ta 
for  a  live  link  to  stoo 
quotes  can  destroy  da 
without  any  way  to  und 
the  damage 

Beloved  and  cursed  t 
collaborators  for  yean 
Word's  revision  tracking 
markedly  improved.  Yo 
can  now  view  a  marked-u 
document  in  several  diffe 
ent  ways,  including  or 
that  uses  simple  calloui 
instead  of  puzzling  unde 
lines  or  strike-through  te> 
But  Microsoft  did  not  r 
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THEY  CAME  HERE  FROM  A  PARALLEL  UNIVERSE.  THEY  NEEDED  SOFTWARE.. .  TO  GO! 

LOTUS  for  WIRELESS 

Log  Entry,  Day  25 :  Eureka!  We  have  found  Lotus  wireless  software.  With  it,  mobile  knowledge  workers 
can  access  corporate  applications  via  PDA,  cell  phone  or  other  wireless  devices.  This  lets  them  update  critical 
work  in  real  time  -  quite  advanced.  A  most  informative  whitepaper  can  be  found  at  lotus.com/visitwireless 


business  software 


IT'S  A  DIFFERENT  KIND  of  WORLD. 

YOU  NEED  A  DIFFERENT  KIND  of  SOFTWARE. 


pair  the  problem  that  keeps  color-coded  changes 
from  appearing  the  same  way  on  every  collabo- 
rator's machine.  Word's  new  word-count  window 
can't  update  itself  automatically. 

Several  long-standing  idiocies  have  been 
abolished.  If  you  return  to  Outlook  after  a  few 
days  off,  your  reminders  for  the  meetings  you've 
missed  can  now  be  dismissed  all  at  once  instead 
of  one  by  one.  The  cartoon  characters  have  at 
last  been  hidden.  Though  one  errant  click  will 
make  them  reappear,  it  takes  several  less  obvious 
steps  to  make  them  vanish  again.  My  candidate 
for  next-release  purgatory:  the  default  "adap- 
tive" menus,  whose  commands  appear  and  dis- 
appear in  truly  stupid  ways. 

After  a  brief  training  session,  the  newly 
added  voice  recognition  system  does  a  good  job 
of  understanding  what  you  say.  But  because  it 
can't  automatically  distinguish  dictation  from 
commands,  it  is  so  much  less  usable  than  its 
competitors  that  the  documentation  recom- 
mends using  mouse  and  keyboard  to  help. 

Much  of  that  documentation  resides  on  the 
Web  instead  of  your  machine,  and  it  is  so  in- 
complete that  I  discovered  only  by  accident  that 
you  can  erase  errors  vocally.  Those  errors  were 
particularly  plentiful  when  I  tried  dictating 
numbers  into  Excel.  A  text-to-speech  function 
that  can  read  data  aloud  for  proofreading  in  the 
voice  of  a  male  or  female  automaton  could  be 
generally  useful;  too  bad  it  works  only  in  Excel. 

As  usual  with  Microsoft 
products,  the  latest  version 
of  this  monster  boasts  fit 
and  finish  in  the  tradition 
of  Dr.  Frankenstein's  hand- 
iwork, with  visible  bolts 
and  stitches  and  a  lurching 
gait.  But  this  release  seems 
unusually  unstable.  Re- 
peated crashes  gave  me  the 

chance  to  try  two  new  features:  document  recovery,  which 
in  many  but  not  all  crash  situations  can  get  back  every  last 
keystroke,  and  error  reporting,  which  lets  you  send  info 
about  the  disaster  back  to  Microsoft. 

Bad  idea.  Microsoft  says  it  will  keep  your  information  con- 
fidential, but  proceeds  to  download  more  data  than  neces- 
sary to  dope  out  the  problem,  including  some  that  the  com- 
pany admits  may  identify  you,  as  well  as  random  fragments  of 
your  documents.  Microsoft  says  it  will  treat  all  the  data  anony- 
mously, but  for  now  participating  won't  even  get  you  help 
with  your  problem.  Considering  Microsoft's  miserable  record 


Cartoon-Free  Alternatives 

Once  upon  a  time  dozens  of  word  processors,  spreadsheets 
databases  competed  in  the  marketplace.  Today,  meat-and-potal 
office  applications  produce  real  gravy  for  Microsoft  alone. 
That  doesn't  mean  it's  the  only  option.  Corel's  just-released  Wc 
Perfect  Office  2002  and  Sun's  StarOffice  5.2  claim  tens  of  million; 
users  for  their  packages.  And  while  Microsoft  offers  versions  of  Of 
only  for  Windows  or  the  Mac,  StarOffice  supports  Linux,  Solaris  ; 
Windows  but  not  the  Mac.  An  older  version  of  WordPerfect  Office  r 
on  Linux;  the  new  one  runs  only  on  Windows.  StarOffice  is  avail; 
free  for  the  downloading  at  www.sun.com/software/star/staroffice/ 
WordPerfect  Office  upgrades  start  at  $159. 

StarOffice  is  essentially  the  clunker  I've  disliked  since  Sun  first 
quired  it  (FORBES,  Oct  4,  1999),  despite  bug  fixes  and  modest  imprc 
ments.  WordPerfect  Office  has  many  clever  features  like  a  "make  it 
option,  the  ability  to  save  files  in  the  popular  Portable  Document  F 
mat  (PDF)  and  a  very  good  thesaurus,  and  it  ships  with  a  copy  of  the 
cellent  Dragon  Naturally  Speaking  voice-recognition  software.  But  m 
of  its  features  are  even  more  awkward  than  Microsoft's. 

In  a  networked  world  dominated  by  Gatesians,  the  real  problem  v 
these  programs  is  their  awkward  handling  of  real-world  Microsoft-1 
mat  documents.  StarOffice  has  improved  here,  but  its  rendering  of  W 
and  PowerPoint  documents  was  consistently  imperfect  in  my  te 
WordPerfect  did  worse;  it  simply  refused  to  open  a  couple  of  Word  d 
uments  and  insisted  another  had  been  written  in  German. 

That's  one  big  reason  why  the  Office  suite  market  continues  to  be  1 
crosoft  iiber  alles.  And  why  Microsoft  continues  to  keep  the  details  ol 
document  formats  secret  in  order  to  maintain  its  dominance.  — S- 


Fit  and  finish  are  in 
Dr.  Frankenstein's 
mode,  with  visible 
bolts  and  stitches 
and  a  lurching  gait. 


on  security  and  privacy — including  some  things  it  still  ha: 
fixed  in  Office — you  probably  shouldn't  cooperate. 

Pricing  depends  on  which  combination  of  features  \ 
want,  but  the  cheapest  upgrade  version  costs  $239.  If  yoi 
been  loyal  to  Office  95  all  these  years  and  finally  decide  to 
grade  now,  Bill  Gates  has  a  deal  for  you:  Shell  out  for  a  "fj 
version  starting  at  $479.  And  all  retail  versions  have  a  mi 
dening  copy- protection  feature  that  forces  you  to  "activa 
the  software  via  Web  or  phone  before  the  5 1  st  time  you  us< 
To  get  a  third  activation  after  a  crash,  you  have  to  convi 
some  Microsoft  phone  clerk  you're  not  a  software  pirate. 

The  current  version  of  Office  2000  incorporates  a 
lated  set  of  patches  that  Microsoft  calls  Service  Pack  1  an 
call  Big  Bug  Fix.  If  you  must  have  the  new  features  of  Of] 
XP,  I  strongly  recommend  waiting  until  the  inevitable  w 
of  extermination  tools  arrives.  Maybe  by  2010  chief  softw 
architect  Bill  Gates  will  figure  out  a  way  to  give  us  rob 
software  that  doesn't  have  to  come  with  built-in  apolo§ 
and  multiple  ways  of  fixing  itself  and  the  damage  it  cau: 
But  I  bet  you  won't  have  to  wait  that  long  to  hear  him  c 
parage  Office  XP. 


Stephen  Manes  (steve@cranky.com)  is  the  cohost  o/Digital  Duo,  a  weekly  public  television  series. 
Find  past  columns  atwww.forbes.com/manes  or  use  your  :CueCat  device  on  the  cue  code 
(right)  to  take  you  there  instantly. 
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MONEY&INVESTING 


The  Buildings 
Everyone  Knows 


When  the  economy  sinks  and  vacancy  fears  rise,  the  smart  money 
heads  for  the  safety  of  trophy  skyscrapers.  How  to  join  in. 


BY  STEPHANE  FITCH 

IN  THE  EARLY  1990S  MILLIONS  WERE 
lost  on  New  York's  Rockefeller  Cen- 
ter, a  supposedly  unsinkable  office 
complex.  The  iconic  property  fell 
into  bankruptcy  despite  continued 
strong  tenant  appeal.  Home  to  such 
sturdy  attractions  as  Radio  City  Music 
Hall  and  the  Today  show,  the  6.2  mil- 
lion-square-foot property  had  a  6%  va- 
cancy rate  at  a  time  when  midtown 
Manhattan  suffered  triple  that  overall. 

In  fact  Rock  Center's  problem 
stemmed  from  its  very  allure:  A  bedaz- 
zled Mitsubishi  Estate  took  on  too 
much  debt  in  1989  to  buy  a  controlling 
interest  in  the  place,  which  even  its 


solid  rent  rolls  couldn't  service.  With- 
out the  ill-advised  leverage,  Rockefeller 
Center  would  have  done  fine  during  the 
last  economic  slowdown. 

Trophy  holdings  are  the  most  re- 
silient in  tough  climates — a  point  in- 
vestors might  keep  in  mind  as  the  econ- 
omy softens  and  office-space  demand 
with  it.  The  trophy  quotient  is  some- 
thing shareholders  in  real  estate  compa- 
nies should  home  in  on.  We've  listed 
five  prominent  real  estate  companies 
with  significant  trophy  positions,  which 
should  be  good  ballast  in  a  recession 
and  should  do  very  well  once  the  out- 
look brightens  (see  table). 

No  matter  what,  companies  want  to 


A  Bevy  of  the  Best  Addresses 


These  real  estate  companies,  whose  stocks  are  down  a  bit  or  flat  this  year,  own  big  amounts 
of  trophy  office  space.  That  will  help  in  hard  times  and  boost  them  when  things  get  better. 

Recent 

Company  price 

Trophy/ 
total  holdings1 

Trophy  properties 

Boston  Properties  $38 

20% 

Prudential  Center  (Boston),  Embarcadero  Center  (San  Francisco) 

Brookfield  Properties  17 

30 

World  Financial  Center  (New  York),  BCE  Place  (Toronto) 

Equity  Office  Properties  27 

5 

SunAmerica  Center  (Los  Angeles),  Bank  of  America  Center  (Seattle) 

TrizecHahn  15 

13 

Sears  Tower  (Chicago),  Allen  Center  (Houston) 

Vornado  Realty  35 

16 

Merchandise  Mart  (Chicago) 

1  Trophy  holding(s)  as  a  percentage  of  total  space,  measured  in  square  feet.  Sources:  Bloomberg  Financial  Markets:  company  reports. 

lease  space  in  Chicago's  Sear 
Tower,  San  Francisco's  Embar 
cadero  Center  and  Boston's  Pru 
dential  Center.  Magnate  Mortime 
Zuckerman,  whose  Boston  Propertie 
owns  Embarcadero  and  Pru  Center, 
likens  a  trophy  tower  to  a  consumer 
product  brand  name  with  marketin; 
magic.  Top-notch  tenants  will  pa- 
higher  prices  for  it. 

The  Deloitte  &  Touche  accountin; 
firm,  for  instance,  rents  several  floors  o 
lower  Manhattan's  World  Financia 
Center  when  it  certainly  could  fino 
cheaper  space  elsewhere.  Space  in  tb 
riverfront  office  palace  now  goes  fo 
$59  a  foot  annually,  versus  $50  and  les 
in  nearby  buildings.  "There's  no  bette 
property  for  recruiting  and  retainin; 
our  employees"  than  the  WFC,  say 
Steven  Silverstein,  head  of  real  estate  fo 
Deloitte. 

How  can  you  tell  what's 
trophy?  "Trophy  buildings  ar 
the  ones  the  out-of-towner 
have  heard  of,"  says  lames  Sulli 
van,  senior  analyst  at  Greet 
Street  Advisors,  the  real  estate  re 
search  outfit.  They're  the  stand 
outs  among  an  area's  so-callec 
Class  A  buildings — which  ar 
the  shiniest  and  best-appointec 
addresses  making  up  arouno 
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20%  of  the  local  office  inventory.  The 
trophies'  distinguishing  mark  is  fame. 

In  recessions  trophies  will  lower 
their  rents  somewhat  when  leases  come 
up  for  renewal  or  for  new  tenants. 
"Even  Mercedes  has  to  offer  rebates 
when  car  sales  slow  down,"  says  Jacque 
Ducharme,  head  of  the  Julien  J.  Studley 
office  brokerage.  In  the  early  1990s'  real 
estate  crash,  Rockefeller  Center  lowered 
rates  from  $40  per  square  foot  to  the 
low  $30s. 

Still,  leases  (usually  for  ten  years) 
don't  tend  to  expire  all  at  once.  And 
given  trophies'  charac- 
teristically deep-pock- 
eted tenants,  few 
bounce  the  rent  check 
in  a  downturn  and  get 
forced  out  for  nonpay- 
ment. "These  buildings 
are  much  less  prone  to 
falling  during  hard 
times,"  says  Zucker- 
man,  "and  much 
quicker  to  rise  when 
times  are  good." 

While  the  current 
economic  slowdown 
hasn't  yet  affected  office 
real  estate  in  a  big  way, 
the  vacancy  contrasts 
between  trophies  and 
other  properties  are 
vivid.  "In  this  business 
vacancies  are  every- 
thing," says  Douglas 
Shorenstein,  who  with 
his  father,  Walter,  owns 
several  trophies  pri- 
vately. Office  vacancies  in  the  Chicago 
Loop  generally  are  running  at  13%, 
while  the  Class  A  rate  is  7.2%  and  the 
Sears  Tower's  just  3%,  according  to  In- 
signia/ESG  and  Cushman  &  Wakefield. 
The  story  is  the  same  in  lower  Manhat- 
tan, with  its  5.1%  overall  rate,  2.7%  for 
Class  A  and  0.7%  for  the  World  Finan- 
cial Center.  In  San  Francisco  the  num- 
bers are  6.5%  in  toto,  5.4%  for  Class  A 
and  1 .4%  for  the  Embarcadero  Center. 

A  comfort  for  investors  is  that  the 
office  market  shouldn't  take  as  big  a  hit 
as  it  did  a  decade  ago.  Most  landlords 
have  avoided  crippling  debt.  And  devel- 


opers have  been  reined  in:  Since  1997 
only  300  million  square  feet  of  new  of- 
fice space  has  gone  up  nationwide, 
helping  hold  vacancies  below  10%,  says 
CIBC  World  Markets.  Contrast  that  to 
the  late  1980s  when  723  million  square 
feet  of  offices  went  up  in  five  years,  and 
vacancies  languished  at  1 8%  to  20%. 

Finally  big  publicly  traded  compa- 
nies, many  of  them  real  estate  invest- 
ment trusts,  have  come  to  own  more 
and  more  trophy  properties.  Unlike  the 
foreign  buyers  and  tax-dodge-happy 
syndicates  of  the  1980s,  today's  land- 


Bruce  Flatt  and  Richard  Clark  with  a  northern  landmark,  Toronto's  BCE  Place. 

lords  are  watched  hawkishly  by  analysts, 
portfolio  managers  and  directors. 

Historically,  marquee  office  proper- 
ties are  owned  by  private  investors  or 
institutions,  as  with  Rockefeller  Center. 
Still  there  are  now  a  wealth  of  opportu- 
nities for  the  public  to  own  them.  Most 
on  our  list  are  trading  at  prices  below 
the  companies'  net  asset  values.  This 
year  the  National  Association  of  REITs 
office  index  is  down  by  6%,  as  Wall 
Street  anticipates  a  slump  that  will  hurt 
rent  rolls;  that  is  almost  identical  to  the 
S&P  500's  2001  losses.  Last  year  the  of- 
fice index  enjoyed  a  35%  rise  while  the 


S&P  fell  9%.  Some  high-class  lai 
lords— like  Toronto's  TrizecHahn — 
not  REITs  but  trade  publicly. 

Trizec  owns  the  Sears  Tower.  L 
Rockefeller  Center,  the  3.5-millk: 
square-foot,  110-story  Chicago  lar 
mark  had  its  headaches  a  decade  aga 
although  not  just  from  overlevera 
Sears,  Roebuck  abandoned  it  for  less 
pensive  quarters  in  the  suburbs  af 
1990,  meaning  the  building  had  to 
lots  of  empty  space  during  a  recessi 
Its  market  value  fell  from  $850  mill 
to  $450  million.  Today  the  Sears  To\ 
is  worth  more  tl 
$850  million  again 
accounts  for  roug 
10%  of  TrizecHah 
assets.  The  comp 
also  boasts  trophies 
Houston's  Allen  Cen 
An  unusual  opp 
tunity  is  embed 
in  TrizecHahn's  stc 
says  Green  Street  Ac 
sors.  The  shares 
trading  at  $15,  giv 
the  company  a  st< 
market  value  of  $ 
billion,  a  33%  disco 
to  the  company's  $ 
billion  in  net  as: 
(arrived  at  by  subtr; 
ing  TrizecHahn's  ! 
billion  in  debt  and 
bilities  from  the  $ 
billion  estimated  lie 
dation  value  of 
properties).  The  t 
count  on  TrizecHal 
stock  is  only  partly  warranted,  j 
company  had  been  investing  in  ofn 
properties  like  eastern  European  sh 
ping  malls  and  Hollywood  entert; 
ment  complexes  (FORBES,  Dec.  13,  i 
and  Apr.  2,  2001).  But  this  year  Ch| 
man  Peter  Munk  has  hired  a  new  c  I 
executive,  General  Electric  vete  I 
Christopher  Mackenzie,  to  returnl  I 
company  to  its  office  roots.  "Wl 
been  distracted,"  says  Mackenzie. 

The  stock,  with  a  2.3%  divid 
yield,  is  priced  at  an  affordable  12  ti 
its  $1.27  a  share  in  funds  from  op 
tions  (earnings  before  depreciation 
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NTT 

Do  Co  Mo 


En  route  to  a 
borderless  worlds 


Beyond  The  Mobile  Frontier 


Hutchison  3G 


Omagine  an  advanced  worldwide  mobile  network  that  brings  everyone,  everywhere  the  freedom  and 
convenience  of  borderless  mobile  multimedia  communications. 
Through  strategic  alliances  with  industry  leaders  AT&T  Wireless  and  America  Online,  Inc.  in  the  U.S., 
Hutchison  Telephone  Company  Limited  and  KG  Telecommunications  Co.,  Ltd.  in  Asia,  KPN  Mobile  N.V.  and 
Hutchison  3G  UK  Holdings  Limited  in  Europe,  and  Tele  Sudeste  Celular  Participates  S.A.  in  South  America, 
NTT  DoCoMo  is  well  on  the  way  to  making  this  dream  a  reality. 

Our  phenomenal  i-mode  service  in  Japan  already  provides  over  21  million  cellular  users*  with 
economical,  one-touch  access  to  the  Internet.  And  our  May  2001  debut  of  the  world's  first  3G  (third- 
generation)  mobile  communications  services  -  known  as  FOMA**  and  empowered  by  W-CDMA  (Wideband 
Code  Division  Multiple  Access)  -  will  enable  these  users  to  enjoy  Super  high-speed  mobile  transmission 
of  multimedia  content  as  well. 

We  are  confident  that  our  win-win  relationships  will  one  day  lead  to  borderless  multimedia  services  - 
and  a  brighter,  more  convenient  future  for  everyone. 

*As  of  March,  2001 .   **FOMA  (Freedom  Of  Mobile  multimedia  Access)  is  the  name  used  in  Japan  for  NTT  DoCoMo  W-CDMA  services. 


borderless  world. 


NTT  DoCoMo,  Inc. 


www.nttdocomo.com 


after  needed  capital  expenditure). 
Mackenzie  says  by  2003  his  FFO  will  rise 
above  $2.50  a  share. 

Boston  Properties,  a  REIT  run  by 
publisher  and  pundit 
Zuckerman  and  long- 
time partner  Edward 
Linde,  scooped  up  its 
two  best-known  hold- 
ings— Boston's  Pru 
Center  with  2.1  million 
square  feet  and  a  52- 
story  main  tower,  and 
San  Francisco's  3.9-mil- 
lion-square-foot  Em- 
barcadero  Center — in 
the  1990s.  Boston  Prop- 
erties' FFO  will  climb 
from  an  estimated  $3.04 
a  share  this  year  to  $3.46 
in  2002,  according  to 
Green  Street.  The  REIT's 
$38  stock,  with  a  5.6% 
yield,  is  at  an  8%  dis- 
count to  its  $41-a-share 
net  asset  value. 

Toronto-based 
Brookfield  Properties,  in 
addition  to  New  York's 
WFC,  has  Denver's  Re- 
public Plaza  and  Toronto's  BCE  Place; 
together  they  account  for  a  third  of  the 
35  million  square  feet  of  office  space  it 
controls.  If  you're  looking  for  a  pure 
possible  play  on  name  properties,  this 

STRATEGIES  


$17  stock,  traded  in  New  York  and 
Toronto,  comes  closest.  Yield:  a  modest 
1.6%,  because  it  isn't  a  REIT. 

Brookfield's  strategy  is  simple 


Christopher  Mackenzie  and  the  Sears  Tower,  with  Sears  long  since  out  of  the  picture 

enough.  "Buy  nothing  but  the  most  ad- 
vanced, well-located  properties  with 
the  best  access  to  transportation,"  says 
Chief  Executive  Bruce  Flatt.  Brookfield 
is  not  a  growth  stock;  it  has  turned 


down  legions  of  chances  to  buy  lesser 
skyscrapers  that  could  pad  rent  in- 
come. Yet  its  FFO  has  risen  quicker  than 
those  of  more  acquisitive  REITs  want- 
ing commodity-type 
office  space. 

Brookfield  is  the 
happy  recipient  of  first- 
rate  properties  cast  off 
from  the  early  1990s' 
biggest  casualty,  the 
Reichmann  family's 
Olympia  &  York  em- 
pire. Richard  Clark, 
Brookfield's  U.S.  chief, 
is  a  former  Reichmann 
lieutenant.  The  sweet 
part  is  Brookfield  in- 
herited O&Y's  tax-loss 
credits,  which  should 
last  it  through  2006.  It 
trades  at  eight  times  the 
likely  2001  FFO. 

Chicagoan  Samue 
Zell's  Equity  Office 
Properties  Trust  has  the 
lowest  trophy  exposure 
(5%)  on  our  list.  That 
should  improve.  While 
Zell  specializes  in  non- 
ritzy  buildings,  he  has  tried  to  move 
more  into  trophies,  bidding  (unsuc 
cessfully)  for  Pru  Center  and  San  Fran- 
cisco's Bank  of  America  Tower.  Pricey 
but  they're  worth  the  money. 


When  the  Pros  Roll  Dice 

A  statistical  tool  used  by  scientists  is  the  hot  new  thing  in 
financial  planning.  But  don't  bet  the  house  on  it. 


BY  IRA  CARNAHAN 

IN  MARCFI  BILL  LEHMAN,  THE  65- 
year-old  owner  of  a  Westfield,  N.J. 
dental-lab  equipment  maker,  went  to 
see  a  new  financial  planner  and  got 
some  disturbing  news.  The  seven-figure 
nest  egg  he  had  amassed  for  retirement 
and  as  an  inheritance  for  his  kids  might 
not  go  as  far  as  other  planners  had  told 
him  it  would. 

The  difference?  Lehman's  previous 


planners  had  simply  projected  that  his 
portfolio  would  earn  8%  a  year,  year 
after  year.  His  new  adviser,  Chatham, 
N.J.  fee-only  planner  Christopher  Cor- 
daro,  looked  at  a  whole  probability 
curve  of  possible  outcomes.  Now 
Lehman  learned  there  was  a  20% 
chance  that  spending  the  $240,000  a 
year  he  planned  would  leave  him 
broke  at  the  age  of  85.  "It  opened  my 
eyes,"  says  Lehman.  "It  said,  wait  a  sec- 


ond, everybody  else  is  giving  you  pi< 
in  the  sky." 

How  do  you  calculate  the  probabil 
ity  of  a  particular  outcome  20  years  into 
retirement?  By  having  a  computer  rol 
dice,  hundreds  or  thousands  of  times 
Each  run-through  uses  different  num 
bers  for  returns  from  the  differeni 
classes  of  assets  for  each  year  in  the  pro 
jection.  The  software  is  based  on  simu 
lation  techniques  used  at  Los  Alamos  t< 
design  atom  bombs  and  goes  by  thi 
name  "Monte  Carlo  simulation." 

Monte  Carlo  is  all  the  rage  amon 
investment  managers  and  is  offere< 
to  individual  investors  on  the  We 
at  such   sites   as  troweprice.corr 
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ROBJN  NOTICED  THE  PKOBLEM 
ALMOST  IMMEDIATELY 


While  some  solutions  are  readily  apparent,  others  require  deeper  insight. 
vVith  capital  markets  experience  across  all  industries,  First  Union  Securities 
las  guided  hundreds  of  growing  companies  through  complex  strategic 
decisions  with  unmatched  private  equity  investing,  advisory  services  and 
:apital-raising  solutions.  Our  ideas  can  help  you  achieve  your  goals. 

SECURITIES 

A  powerful  ally. 

ion  Securities  is  the  trade  name  under  which  First  Union  Corporation  conducts  its  investment  banking,  securities  and  capital  markets  businesses  through  its  bank  and 
:k  subsidiaries,  including  FIRST  UNION  SECURITIES,  INC.  ("FUSI"),  member  NASD,  NYSE  and  SIPC,  and  the  institutional  finance  divisions  of  First  Union  National  Bank 
').  M&A  advisory,  equity  and  debt  underwriting  are  provided  by  FUSE  Principal  investing  is  provided  by  First  Union  Corporation  ("FTU").  ©2001  First  Union  Corp. 


financeware.com  and  finan- 
cialengines.com.  The  Financial  Engines 
version  is  now  available  to  15  million 
investors,  primarily  through  deals 
with  401  (k)  plan  administrators.  It 
will  be  offered  to  all  of  Vanguard's 
7  million  customers  later  this  year. 
Financial  Engines  founder  William 
Sharpe  likes  to  brag  he's  making 
retirement  planning  a  "science." 

But  while  Monte  Carlo  is  a  big 
improvement  over  the  old  8%-a- 
year  forecast  method,  it  isn't  al- 
ways the  success  it  was  for  Bill 
Lehman.  Too  often,  it's  oversold, 
misused,  or  simply  misunder- 
stood, by  planners  and  investors 
alike.  Monte  Carlo's  scientific 
pedigree  obscures  the  fact  that  the 
humans  running  the  program 
make  certain  key  assumptions  be- 
fore running  the  simulations.  They 
forecast  average  returns  for  each  asset 
class  (large-cap  stocks,  small  caps,  for- 
eign bonds,  etc.);  specify  the  variability 
of  returns  for  each  class;  and  plug  in  the 


degree  of  correlation  between  different 
pairs  of  asset  classes  (e.g.  large-cap 
stocks  behave  more  like  small  caps  than 


like  foreign  bonds). 

An  investor  may  not  even  realize 
these  assumptions  have  been  made,  let 
alone  agree  with  them.  Example:  Fi- 


nancial Engines  assumes  that  large-cj 
U.S.  stocks  will  earn  an  average 
10.6%  a  year  over  the  long  run;  T.  Rov 
Price  assumes  a  return  of  9%.  R 
someone  planning  for  retiremei 
that's  a  big  difference.  A  $500,01 
investment  compounded  for 
years  at  9%  is  $6.6  million; 
10.6%  it's  $10.3  million. 

Suppose  you  find  Financial  E 
gines'  10.6%  return  for  large-c 
stocks  a  reasonable  assumption 
today.  What  about  a  year  ag 
when  the  S&P  500  was  ridil 
higher?  If  you  were  investing  < 
your  money  at  that  point,  wot} 
you  have  expected  10.6%  goi 
forward?  Maybe  not.  But  Finand 
Engines  expected  a  slightly  high 
return — 1 1%. 

Similarly,  a  year  ago,  Financ 
Engines  expected  a  long-run  i 
turn  of  11.4%  for  small-cap  stocl 
Today,  with  the  Nasdaq  off  by  half 
forecasts  a  marginally  lower  10.9% 
understand  how  Financial  Engir 
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The  next  breakthrough  in  imageRUNNER. 

The  remarkable  innovation  of  Canon  imageRUNNER.  The  unrivaled  heritage  of  Canon  c 
Now  both  are  available  in  one  revolutionary  solution.  Introducing  the  amazing 
Color  imageRUNNER  C2050.  A  fully-connected,  21  page-per-minute  wonder  that  exp 
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MONEY  &  INVESTING  STRATEGIES 


les  up  with  its  numbers,  it  helps  to 
»w  how  founder  Sharpe,  a  Nobel 
:e  winner,  views  the  market.  He's  a 
ling  proponent  of  the  view  that 
"kets  are  mostly  efficient  and  price 
:t  classes  correctly.  So  in  its  esti- 
tes  last  year,  Financial  Engines 
n't  account  for  the  possibility  that 
market  was  in  a  specula- 
bubble.  Later,  as  interest 
:s  fell,  it  lowered  its  ex- 
ted  returns.  T.  Rowe  Price, 
:ontrast,  has  raised  its  ex- 
tations  for  annual  small- 
market  returns  from  10% 
:ar  ago  to  11%  today.  It  is 
dng  the  plausible  assumption  that 
d  returns  are  more  likely  coming 
lower  starting  prices. 
Unfortunately,  it  isn't  always  easy  to 
et  out  and  compare  such  assump- 
is  from  model  to  model.  While 
owe  Price  reveals  all  its  assumptions 
a  single  Web  page,  Financial  En- 
;s'  site  deals  mostly  in  generalities. 
Another  problem  with  the  Monte 


Carlo  method:  Some  software  pro- 
grams cut  corners,  conducting  too  few 
simulations.  That  can  give  you  a  false 
sense  of  security.  That's  because  some 
combinations,  such  as  a  decadelong 
bust,  won't  pop  up  very  often  in  a  short 
string  of  dice  throws,  yet  could  occur  in 
real  life.  Look  at  Japan. 


MONTE  CARLO  PREDICTIONS 
AREN'T  OF  MUCH  USE  WHEN  AN 
INVESTOR  PANICS  AND  SELLS. 


Consider  the  dangers  of  a  cross- 
country flight,  says  University  of 
Chicago  finance  professor  John 
Cochrane.  "With  the  Monte  Carlo 
strategy,  we  send  100  artificial  people  to 
fly  on  the  plane,  and  they  all  get  there 
and  we  say,  'Oh,  it's  a  perfectly  sure 
thing.  No  planes  ever  crash.'  You  want 
to  do  the  Monte  Carlo  enough  times  so 
that  you  get  a  sense  that  planes  do  crash 


now  and  then." 

Monte  Carlo  software  seldom  pro- 
vides error  estimates,  complains 
Michele  Gambera,  a  statistical  expert 
with  Morningstar.  "When  you  read  a 
poll  in  a  newspaper,  it  says  the  error  is 
plus  or  minus  4%,"  Gambera  says. 
"You  should  get  a  similar  error  estimate 
when  you  are  thinking  about 
your  retirement." 

There's  one  more  problem 
with  Monte  Carlo,  which  isn't 
unique  to  the  method:  In  the 
real  world,  investors  often 
„  panic  and  sell — at  exactly  the 
wrong  point.  But  the  proba- 
bilities the  Monte  Carlo  models  spit  out 
assume  you  stick  with  your  current 
asset  allocation  for  decades. 

Monte  Carlo  is  a  useful  tool — if  you 
know  its  limitations.  It  paints  a  more 
realistic  picture  than  simpler  tech- 
niques, says  Melbourne,  Fla.  financial 
planner  Daniel  Moisand.  But,  he  adds, 
"It's  just  a  piece  of  software.  It  doesn't 
think  or  exercise  any  judgment."  F 
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Canon  color. 

color  capabilities  across  your  network,  so  you  can  create  professional-quality,  finished 
nents  —  in  full  color  or  black-and-white  —  right  from  the  desktop.  At  Canon,  we're  giving 
le  the  know-how  to  bring  office  documents  to  a  colorful  new  level. 
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Tune  Up  Your  Estate  Now 

Don't  wait  for  the  estate  tax  law  to  be  rewritten.  Instead  do  some  low-cost  planning 
and  make  sure  your  will  is  worded  so  a  tax  cut  won't  backfire. 


BY  VICTORIA  MURPHY 

A 55-YEAR-OLD  NASHVILLE 
dentist  came  to  attorney 
Bryan  Howard  recendy  for  an 
estate  plan  checkup.  The  den- 
tist's will  provided  that  his 
two  children  from  his  first  marriage 
would  inherit  the  amount  exempted 
from  estate  taxes,  with  the  balance  of  his 
$2  million  estate  going  into  a  trust  for 
his  second  wife.  When  she  died,  what 
was  left  in  the  trust  would  go  to  the  kids. 
Howard  immediately  saw  a  problem: 
What  if  Congress  raised  the  exemption 
from  estate  and  gift  taxes  from  its  cur- 
rent $675,000  to  $2  million  and  the  man 
got  hit  by  a  bus  the  next  day?  The  chil- 
dren would  get  the  entire  estate  and  the 
wife  nothing.  He  revised  the  document 
to  provide  that  the  kids  would  get  the 
exemption  amount — but  only  up  to 
50%  of  the  value  of  the  estate. 

With  the  future  of  the  death  tax 
uncertain,  it's  tempting  to  delay  es- 
tate planning.  Tempting,  but  poten- 
tially dangerous.  Instead,  use  a  low- 
cost,  low-risk  approach.  Take  care  of 
the  basics  immediately  and  make  sure 
that  an  estate-tax  cut 
will  not  backfire  on 
your  heirs.  Don't  un- 
dertake any  exotic 
wealth-transfer  tech- 
niques that  involve 
paying  gift  taxes 
now — you  won't  get  a 
refund  if  the  estate  tax 
is  repealed.  (If  you 
have  an  eight-figure 
net  worth,  do  consider 
the  exotic  technique 
described  in  the  box.) 

With  so  many  folks 
delaying  their  estate 
planning,  you  may  be 
able  to  cut  a  deal  with 
your  lawyer.  Alexandria, 
Va.  estate  lawyer  John  F. 


Rodgers  is  telling  clients  who 
pay  for  an  estate  plan  now  that 
he'll  discount  future  fees  75% 
for  any  amendments  that  are 
forced  by  estate-tax  law 
changes.  Better  still  if  you  can 
negotiate  a  discount  on  today's 
legal  work. 

If  you've  already  got  the  ba- 
sics in  place — a  will,  life  insur- 
ance, a  bypass  trust  to  preserve 
both  spouses'  exemptions — 
pull  out  your  documents  and 
read  them.  Look  carefully  for 
any  provisions  that  could  back- 
fire if  the  law  changes  and  you 
meet  your  maker  before  you 
meet  with  your  estate  lawyer. 

A  common  trap,  which  the 
Nashville  dentist  had  fallen 
into,  is  the  mechanical  linking 
of  a  plan  to  the  exemption 
amount,  now  scheduled  to 
rise  slowly  to  $1  million  by  2006. 
While  the  estate  tax  probably  won't 
be  eliminated  anytime  soon,  the  ex- 
emption is  likely  to  be  raised  sub- 
stantially. Also  watch  for  trusts  tied 


to  the  SI. 06  million  exemption  on 
"generation  skipping"  tax.  A  ba( 
worded  document  could  leave  yo 
grandchildren  rich  while  your  ch 
dren  can't  pay  their  mortgages. 


The  Walton  GRAT 


I 


f  you  are  very  prosperous,  consider  using  a 
new  variation  on  the  Grantor  Retained  Annu- 
ity Trust.  These  trusts  involve  wealth  transfer 
while  you  are  alive,  which  means  paying  gift  tax. 
But  the  upfront  tax  bill  can  be  made  very,  very 
small,  says  Bernard  Kent  of  Pricewaterhouse- 
Coopers  in  Detroit. 

The  new  GRAT  is  named  after  a  member  of 
the  billionaire  family  that  owns  a  large  piece  of 
Wal-Mart.  It  works  like  this:  Harry  puts  $20  mil- 
lion of  stock  in  the  trust  and  directs  that  for  five 
years  the  trust  pay  him  (or  his  estate,  should  he 
die)  an  annual  annuity  equal  to  24%  of  the 
stock's  starting  value.  What's  left  at  the  end 
goes  to  the  kids.  If  the  stock  goes  nowhere,  the 
whole  pot  will  revert  to  Harry.  But  if  it  takes  off. 


the  kids  will  get  millions— almost  free  of  gift  t 
How?  The  tax  code  calculates  the  value 
Harry's  gift  to  the  kids  by  assuming  the  stc 
will  earn  only  6%  a  year.  That  makes  the  pres 
value  of  the  kids'  remainder  interest  a  negligi 
$9,778.  (The  24%  was  chosen  precisely  to 
sorb,  over  five  years,  just  about  all  of  an  acco 
compounding  at  6%.) 

What  makes  this  a  "Walton"  GRAT?  In  a  trz 
tional  GRAT  the  annuity  stops  if  Dad  dies  bef 
five  years  are  up,  and  this  possibility  makes 
gift  to  the  kids  worth  $256,424  (if  Harry  is  5 
The  IRS  issued  a  rule  blocking  GRATs  that  shr 
the  gift's  value  by  allowing  for  a  payment  of 
annuity  to  Harry's  estate.  Audrey  Walton  cl 
lenged  the  IRS'  position,  and  13  U.S.  Tax  Cc 
judges  threw  out  the  rule  in  December.  Nc 
There  is  some  risk  the  IRS  will  appeal  the  Wal 
case  and  win.  —I 
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20,000  MEGAWATTS 


[ANOTHER  REASON  PSEG  HAS  WALL  STREET'S  ATTENTION] 


As  the  demand  for  power  grows  nationwide,  we're  moving  quickly  to 


become  one  of  the  nation's  largest  independent  power  producers 


with  the  capability  of  generating  over  20,000  megawatts.  You  see,  it's 


all  part  of  our  aggressive  three-year  expansion  plan.  One  that's  also 


generating  a  good  deal  of  interest  on  Wall  Street. 


PSEG 


We  make  things  work  for  you. 


JAflNEY  &  INVESTING   STUUK  l-UUUb 


Where  Optimism  Prevails 

Security  analysts  have  already  chopped  their  2001  forecasts  on  the  S&P  500  to  the  poinl 
where  a  2.3%  loss  is  expected  this  year  instead  of  a  12%  gain  that  was  expected  six  mont 
ago.  But  for  a  handful  of  U.S.  companies,  analysts  are  raising  their  estimates. 

addition,  all  these  companies  beat  tr 
consensus  forecasts  in  their  latest 
ported  quarter.  They  aren't  particuk 
cheap,  with  prices  averaging  22  times  f 
ward  earnings.  But  note  that  the  mar 
isn't  cheap,  either:  At  1243,  the  S&I 
trading  at  23  times  the  Thomson  e 
mate  for  earnings  in  2001 . 

Last  year  defense  contractor  Lo 
heed  Martin  posted  revenue  of  S25  I 
lion  and  a  net  loss  of  $424  milli< 
mostly  from  nonrecurring  charges. 1 
von  Rumohr,  an  analyst  at  SG  Cov 
Securities,  says  the  company  is  really 
the  mend.  Under  Robert  J.  Stevens,  p 
moted  last  year  from  chief  financial 
ficer  to  president,  Lockheed  has 
$1.2  billion  in  annual  operating  cosl 
Lockheed  has  sold  off  a  divis 
making  military  aerospace  electronic : 
terns  for  $1.67  billion  and  one  produc 
military  and  commercial  electronic  d 
trols  for  $510  million.  These  sales  hel] 
the  company  reduce  its  debt  by  $3 
lion  during  2000,  to  $8.5  billion.  Von 
mohr  has  raised  his  2001  earnings  fc 
cast  by  12%,  to  $1.40  a  share.  The  st 
trades  at  25  times  this  forecast. 


Rising  Earnings  in  Falling  Times 

Analysts  have  reduced  earnings  forecasts  on  almost  half  of  the  5,400  U.S.  and  Canadian  companies  tracked  by  Thomst 
Financial/IBES,  but  have  increased  forecasts  for  these  ten  companies  by  an  average  of  16%  over  the  last  three  months. 


EPS 

change 

Projected 

Sales 

MarkE 

Recent 

in  2001 

P/E 

EPS 

2000 

value 

Company 

price 

20001 

20O1E2 

estimates3 

2001E 

growth4 

($mH) 

($mil 

Countrywide  Credit  Industries 

$42.95 

$314 

$3.86 

95  b 

11 

12% 

$2,056 

$5,05 

Dillard's 

16.68 

1.06 

1.43 

22 

12 

9 

8,818 

1,42 

Lockheed  Martin 

34.97 

-1.06 

1.37 

9 

26 

12 

25,329 

15,11 

Nabors  Industries 

55.05 

0.89 

2.42 

24 

23  . 

53 

1,409 

8,07 

Progressive 

113.00 

0.62 

4.47 

10 

25 

12 

6,771 

8,30 

Reebok  International 

23.74 

1.40 

1.70 

8 

14 

12 

2,865 

1,36 

Reliant  Energy 

49.21 

2.68 

3.32 

13 

15 

10 

29,339 

14,52 

Scientific-Atlanta 

63.05 

0.95 

1.72 

5 

37 

18 

1,715 

10,48 

Thermo  Electron 

22.75 

0.36 

0.95 

19 

24 

14 

2,281 

4,14 

Winn-Dixie  Stores 

30.97 

-1.57 

0.99 

41 

31 

7 

13,698 

4,32 

Prices  as  of  Apr.  20.  Earnings  from  continuing  operations.  2Based  on  consensus  forecasts.  'Over  the  last  three  months.  ■'Annualized;  projected  over  next  three  to  five  years. 
Sources:  Bloomberg  Financial  Markets;  FT  Interactive  Data.  Market  Guide  and  Thomson  Financial/IBES  via  FactSet  Research  Systems. 
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BY  JODY  YEN 

WALL  STREET'S  Ex- 
perts are  pretty  busy 
these  days  plugging 
new  numbers  into  their 
spreadsheets — lower  ones. 
In  fact,  Thomson  Finan- 
cial/IBES, which  tabulates 
earnings  and  revenue  esti- 
mates from  6,400  analysts 
on  5,400  U.S.  and  Canadian 
corporations,  reports  that 
over  the  past  three  months 
analysts  have  reduced  their 
consensus  2001  earnings 
projections  on  2,248  U.S. 
and  Canadian  companies.  We  asked 
Thomson  to  help  us  find  some  note- 
worthy exceptions  to  this  trend. 

One  example:  Jacksonville,  Fla.-based 
food  retailer  Winn-Dixie  Stores,  which 
appears  to  be  on  the  rebound  after  sev- 
eral years  of  difficulties.  A  year  ago  the 
company  announced  a  restructuring 
plan  that  included  closing  1 16  unprof- 
itable stores,  2  manufacturing  plants  and 
1  warehouse.  The  company  also  laid  off 
11,000  workers,  cut  $400  million  in  an- 


nual costs  and  retrofitted  650  stores. 

In  the  past  three  months  analysts 
raised  their  2001  forecast  for  Winn-Dixie 
by  41%  to  99  cents  a  share.  Jonathan 
Ziegler,  an  analyst  at  Deutsche  Banc  Alex. 
Brown,  toured  the  balance  sheet  and  four 
of  the  new  stores  and  came  away  im- 
pressed. Winn-Dixie  could  earn  $1.54  a 
share  for  fiscal  year  2002,  he  says. 

The  table  lists  ten  stocks  whose  2001 
consensus  forecasts  have  increased  5% 
or  more  over  the  past  three  months.  In 
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Your  Northwestern  Mutual  Financial 
Network  Representative  can  play  a 
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Hog  Heaven 


DEMAND  FOR  HARLEY- DAVIDSON  MOTORCYCLES  REMAINS  SO  HIGH  THAT 
would-be  rebels  have  to  wait  three  months  before  they  can  roll  like  Peter  Fonda 
and  Dennis  Hopper  in  Easy  Rider.  But  while  waiting  to  pay  up  to  $23,000  for  a 

new  bike,  they  can 
stock  up  on  loads  of 
Harley  novelties,  from 
cigarette  lighters  to  dog 
collars. 

Harley's  (NYSE: 
HDI)  cult  status  has  left 
it  untouched  by  the 
economy's  woes.  First- 
quarter  earnings  were 
up  26%  over  last  year's 
comparable  period  to 
$92  million,  on  $767 
million  in  sales,  which 
rose  13%.  For  2000, 
earnings  zoomed  31% 
and  sales  18%.  As  Ford, 
General  Motors  and 
DaimlerChrysler  are  cutting  output,  Harley  is  boosting  its  2001  production  tar- 
get by  2,000  bikes  to  229,000. 

At  $45,  the  stock  is  at  a  high  38  times  trailing  earnings.  But  Kenneth  Winans, 
head  of  San  Francisco  investment  boutique  Winans  International,  argues  that 
Harley's  continued  strength  will  keep  it  speeding.         — Christopher  Helman 


Harley's  riding  high  on  order  backlogs  for  its  brawny  bikes. 


Cap-Ex  Hex 

KLA-TENCOR  IS  THE  DOMINANT  MAKER 
of  inspection  equipment  that  allows 
semiconductor  manufacturers  to  detect 
microscopic  defects.  As  chips  get 
smaller,  the  need  for  the  equipment  be- 
comes more  imperative.  That  may 
make  KLA-Tencor  (Nasdaq:  KLAC)  a 
great  company:  Sales  rose  28%  to  $529 
million,  while  earnings  were  up  25%  to 
$91  million. 

But  now  is  the  worst'time  to  buy  the 
stock,  says  David  Webb  of  Shaker  In- 
vestments. Chip  demand  is  down.  In- 
dustry titan  Intel  saw  first-quarter  sales 
drop  16%,  for  example.  How  long, 
Webb  asks,  will  it  be  until  chipmakers' 
capital-spending  cutbacks  hit  KLA? 

At  $52,  KLA-Tencor  is  trading  at  24 
times  trailing  earnings.  That  valuation 
is  where  the  company  usually  trades 
when  the  chip  cycle  is  strong,  Webb 


says.  Inventories  are  up  a  worrisome 
75%  from  this  time  last  year.  Short  the 
stock  and  cover  at  $28. — Daniel  Kruger 

Plugged  In 

U.S.  ELECTRONICS  RETAILERS  LIKE 
Radio  Shack  and  Circuit  City  have  been 
laggard  performers,  but  in  Canada 
there's  less  saturation.  That's  why 
money  manager  P.J.  Solit  of  Potomac 
Capital  Partners  sees  great  value  in  In- 
tertan,  which  operates  800  Radio  Shack 
stores  in  Canada.  Sales  at  Intertan  were 
up  9%  in  February  (on  a  same-store 
comparison)  and  12%  in  March.  In  the 
U.S.,  however,  Radio  Shack  has  lowered 
its  forecast  to  4%-to-6%  for  the  rest  of 
the  year. 

But  the  best  part  of  buying  into 
Toronto-based  Intertan  (NYSE:  ITN)  is 
its  potential  as  an  arbitrage  play.  The 
company  is  said  to  be  shopping  itself 


around  and  should  command  a  high 
multiple  than  its  Australian  subsidiai 
which  recently  sold  for  $58  million  oi 
times  operating  earnings  (net  befo 
interest,  taxes  and  depreciation). 

Interested  parties  include  the  U. 
Radio  Shack  (from  which  Intertan  sp 
off  in  1986),  Best  Buy  and  Canadi; 
Tire.  Solit  thinks  investors  could  re; 
up  to  $21  a  share,  a  61%  premium  to 
$13  price,  which  is  16  times  earnings. 

— Leigh  Gallagh 

Black  Gold 

SPEAKING  OF  ARB  OPPORTUNITY 
there's  a  dandy  one  in  Phillips  Petr 
leum,  says  Charles  Maxwell,  senior  e 
ergy  analyst  at  Weeden  &  Co.  "Tl 
wolves  are  circling,"  he  says — larger 
companies  like  ExxonMobil  and  Ro> 
Dutch  Shell.  Among  second-tier  ener 
outfits,  Maxwell  finds  Phillips  (NYSE: 
the  most  enticing  acquisition  target. 
Reason:  a  superior  asset  bas 


Which  acquirer  will  drive  off  with  Phillips? 

Maxwell  estimates  Phillips'  oil  and  g 
reserves  are  worth  twice  its  $15  billi< 
market  cap.  At  Occidental,  reserves  a 
worth  25%  more  than  its  market  cap; 
ExxonMobil,  50%  less.  Phillips,  tradL 
at  $58,  has  an  affordable  P/E  of  8.  C 
prices  should  fall  next  year,  which  woi 
be  good  for  Phillips'  stock  pric 
Maxwell  says.  Still,  waiting  to  bi 
cheaper  may  lose  you  a  merg 
premium.  — Michael  Male 

Find  past  Streetwalkers  at  www.forbes.com/ 
streetwalker  or  use  your  -.CueCat  device  on  the 
ate  code  below  to  take  you  there  instantly. 
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Europe's  Business 

Island  Earns 
Global  Approval 


Strategically  located  with  convenient 
regional  and  international  air  links 

Excellent  telecommunications  -  direct 
dialling  to  over  200  countries 

Numerous  and  attractive  tax  incentives 
including  31  double  tax  treaties 

Highly  qualified  bilingual  staff  and  very 
competitive  operating  costs 

A  pleasant  environment  including  one 
of  the  lowest  crime  rates  in  Europe 


If  you  want  to  know  more  about  Cyprus  contact  \t/  CENTRAL  BANK  OF  CYPRUS,  International  Division 
POBox  25529  CY- 1  395  Nicosia  Cyprus  Tel:  +  357  2  71 4225  (8.00  am.  -  2.00  p.m.  Cyprus  time)  Fax:  +  357  2  378 1 64 
E-mail:  idoe@centralbank.gov.cy    Web:  http://www.centralbank.gov.cy 


hYernational.  a  Swiss  association 


When  you 
know  local  tax 
laws,  you  advise 
local  clients. 


When  you 
know  local  tax 
laws  in  159 
countries? 


Then  you  advise 
global  clients. 


You've  overcome  critical  obstacles  during  your  global  expansion.  And  now,  we  can  help  you  overcome  one  more:  synchrq 
the  particulars  of  hundreds  of  local  tax  jurisdictions  with  your  global  tax  strategy.  At  KPMG.  teams  of  dedicated  internatio 
specialists,  steeped  in  the  tax  laws  of  key  regions  around  the  globe,  provide  a  centralized  resource  for  country-specific  i 
Working  hand  in  hand  with  local  members  of  KPMG  International  and  your  company,  they  make  sure  all  of  the  global  an 
pieces  of  your  tax  strategy  work  as  one.  To  find  out  how  we  can  help  your  company  operate  more  efficiently  on  the  globa 
call  Jeffrey  M.  Stein, Vice  Chairman.Tax  Services,  at  1-877-ASK-KPMG. 
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FORECASTS 


fHE  OVERALL  MARKET 


— Barra  AII-U.S.  Index  of  10,000  stocks 
—200-day  moving  average 

Market  value:  $14.5  trillion 


Forbes  Internet  Index 


30.0 


Sources:  Barra  Inc.;  Bloomberg  Financial  Markets. 
■93  '94  '95  '96 


Forbes  40  Index  (total  return)  19.4 
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FORECASTING  GLOBAL  MARKETS 


Year 


EPS  change  Expected 
Estimated      versus  year-to-year 
P/E      3  months  ago  EPS  growth 


S&P500 

2001  23 

-9.2%  -2% 

2002  19 

-6.4  18 

MSCI  World-ex  U.S.4 

2001  20 

-4.8  9 

2002  18 

-4.1  14 

Thomson  Financial  estimate  revision  index 

2001  2002 

S&P500 

0.55  0.45 

MSCI  World-ex  U.S.4 

0.58  0.63 

Rising  estimates 

Falling  estimates 

Brazil 

China 

Italy 

Peru 

Russia 

Greece 
Netherlands 
New  Zealand 
Taiwan 
Turkey 

Source:  Thomson  Financial/IBES. 


NTEREST  RATES 


istimates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
3ridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  Apr.  20. 

ACTUAL   2001  ESTIMATE 


2000 

Latest 

Mean 

4-wk  chg 

0-year  Treasury  yield  (%) 

5.46 

5.80 

5.43 

-0.6 

1-month  Treasury  yield  (%) 

5.90 

3.76 

4.67 

-4.5 

sdeia 

_ast  action:  Apr.  18,  2001,  -50  basis  points.  Current  rate:  4.5%. 
>Jext  Federal  Reserve  meeting:  May  15,  2001. 


SPECIAL  STOCK  FOCUS  ,  

,merican  oil  and  gas  producers  should  ben- 
fit  from  higher  crude  oil  prices  and  the  Ad- 
linistration's  commitment  to  foster  explo- 
ation.  Analysts  reporting  to  Thomson 
inancial/IBES  expect  an  average  47%  in- 
rease  in  2001  earnings  for  the  companies 
elow.  None  trades  at  a  2001  estimated  P/E  of 
lore  than  12.  Cheapest:  Newfield  Exploration 
nd  Stone  Energy  carry  estimated  P/Es  of  7 


ompany 


Recent 
price 


2001e 


EPS  P/E 


knadarko  Petroleum  $63.15 

$5.80  11 

kpache  60.72 

7.16  8 

Arlington  Resources  47.15 

4.15  11 

Jross  Timbers  Oil       24  85 

3.05  8 

lewfield  Exploration  34.09 

4.60  7 

Icean  Energy           17  87 

1.94  9 

Stone  Energy  47.11 

6.83  7 

stimate. 

Ources:  Thomson  Financial/IBES  and  FT  Interactive  Data 
a  FactSet  Research  Systems. 


Joseph  Kalinowski,  equity  strategist  at 
Thomson  Financial/IBES,  reports  that 
the  S&P  technology  sector's  ratio  of  in- 
creased estimates  to  decreased  esti- 
mates for  the  next  four  quarters  is  at  its 
lowest  point  since  1985. 
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Index 


Recent     4  wks  ago 


Value 

41.6 

34.1 

Companies 

321 

326 

Valuations 

Stock  price/sales 

2 

2 

Market  value  ($bil) 

$370 

$300 

Sales/employee  (Sthou) 

$155 

$181 

12-month  sales  growth 

99% 

141% 

2001  estimates 

Sales  total  ($bil) 

$91.8 

$96.8 

Stock  price/sales 

1 

1 

P/E 

59 

41 

Sources:  Forbes;  Market  Guide  and  Thomson 
Financial/IBES  via  FactSet  Research  Systems. 


WHAT  THE  FUNDS  ARE  BUYING  AND  SELLING 


Buying 


Price 

EPS7 

Price 

EPS7 

BHC  Communications 

$132.75 

NA 

EntreMed 

$17.50 

$-2.76 

Flagstar  Bancorp 

22.79 

$3.09 

Navigant  Consulting 

7.48 

0.45 

Paxson  Communications 

11.37 

-3.07 

Rollins 

18.35 

0.10 

Tetra  Technologies 

21.50 

1.11 

Santa  Fe  Intl 

34.31 

1.70 

Titanium  Metals 

10.35 

-0.57 

Trex 

24.85 

1.67 

Selling 


NA:  Not  available.  ?Year  2001  estimate.  Sources,  ldayo.com;  Thomson  Financial/IBES  via  FactSet  Research  Systems. 

'The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and 
ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  Total  return  of  more 
than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  3Total  return  of  more  than  300  large- 
capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  4A  dollar- 
denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  Capitalization- 
weighted  index  of  all  U.S. -based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and  software  companies. 
Base  value  12/31/98  =  100.  Index  ratios  and  growth  rates  are  medians. 


www.forbes.com  for  updates  on  many  of  these  items,  quotes  on  over  9,000  securities  and  stock  and  mutual  fund 
arts.  Or  use  your  :CueCat  device  on  the  cue  code  ( right)  to  take  you  there  instantly. 
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The  II  Q  Frnnnmu  ACTUAL 

2001  ESTIMATE 

 , 

2000  Latest 

Mean      4-wk  chg 

Automobile  sales1  (mil) 

1  7  R              1  7  C  •  mar 

16.2  0.3% 

Capacity  utilization  y  /o) 

QO  R  r             7Q  A  mar 
OU.O  1             /  j.H  IHdl 

79  4  -0.4 

new  nousing  siaris  \rnuu/ 

1  "iQT          1  578*  o  mar 

i,  J  JO                   1,J'  U      |J  Mlal 

1.533  -0.2 

Retail  sales3  ($bil) 

2,427  r      2.453*  p  mar 

2,410  -0.4 

Trade  balance'  <$til) 

-369         -374*  p  feb 

-419  3.4 

Unemployment  rate5  (%) 

4.0          4.3  mar 

4.5  1.3 

Gross  domestic  product  (%  chg) 

5.0           1.06  4Q 

2.2  -11.2 

Inflation 

nil  mi  t wil  . 

CPI  services  (unadjusted )(%  chg) 

3.9           4.4*  mar 

3.4  2.8 

CPI  total  (unadjusted )  (%  chg) 

3.4           2.9*  mar 

2.9  2.5 

Prices 

CRB-Bridge  spot  indexes 

223.99  226.94 

226.11  -0.1 

Gold  per  troy  ounce  ($) 

272.00  264.80 

273.16  -2.9 

Oil/bbl  W  Texas  Intermediate  ($) 

26.83  27.28 

26.36  -0.7 

Currency 

German  marks  per  dollar 

2.08  2.17 

2.10  1.0 

Yen  per  dollar 

114  123 

123  3.5 

Dollars  per  euro 

0.94  0.90 

0.93  -2.1 

ECONOMY  WATCH 


According  to  Instinet,  Treasury  yields 
good  leading  indicators  of  gross  dom 
tic  product.  When  the  spread  betwi 
10-year  notes  and  1-year  bills  excei 
95  basis  points,  there  is  often 
increase  in  GDP  growth  in  the  next  qi 
ter,  and  vice  versa.  The  spread  stoor. 
90  basis  points  at  the  end  of  March ; 
is  currently  144.  If  this  trend  holds,  G 
growth  should  be  higher  in  the  Ji 
quarter  than  in  the  one  just  ended. 

Closeup:  Treasury  yield  spreads  


Spread  of  10-year  notes  to 
1-year  bills  in  basis  points 


2000 


12 

c 

f 


2001 


1Q     2Q      3Q      40  1Q 

Data  as  of  Apr  20  Source:  Instinet  Research 
www.lnstinetResearchWorks  com 


EARNINGS  SURPRISES 


StarMine,  based  in  San  Francisco,  reports  that  many  clothing 
retailers  will  likely  miss  their  consensus  first-quarter  earnings 
estimates.  StarMine's  SmartEstimate  for  the  Gap  is  a  penny 
below  the  consensus  forecast  of  II  cents  a  share.  The  Men's 
Wearhouse  is  expected  to  fall  short  of  its  consensus  of  34 
cents  a  share  by  2  cents.  For  their  current  fiscal  year  ending 
next  January,  Men's  Wearhouse  carries  a  SmartEstimate  of  just 
$2.27  a  share  versus  the  IBES  estimate  of  $2.38. 


Company 

Price 

IBES 

consensus 
estimate7 

StarMine  Expected 
Smart-  report 
Estimate7  date 

Positive  Expected  Surprises  or  Revisions 

Atwood  Oceanics 

$39.81 

$0.438 

$0.458 

5/3/01 

Evergreen  Resources 

39.10 

0.78 

0.80 

5/2/01 

Granite  Construction 

25.00 

0.05 

0.07 

5/9/01 

Louis  Dreyfus  Natural  Gas 

35.70 

1.45 

1  56 

5/1/01 

Tektronix 

27.83 

0.379 

0  38; 

6/22/01 

Tidewater 

43.76 

0.489 

0.499 

5/1/01 

Negative  Exoected  Surorises  or  Revisions 

Adscripts  Healthcare  Solutions 

5.03 

-0.24 

-0.28 

4/30/01 

FedEx 

43.50 

0.753 

0.709 

6/28/01 

Gap 

25.78 

0.11 

0.10 

5/17/01 

Lowe's  Cos 

58.31 

0.55 

0.54 

5/15/01 

Men's  Wearhouse 

23.73 

0.34 

0.32 

5/18/01 

QLogic 

42.39 

0.28s 

0.269 

5/10/01 

Forbes  Index:  Current:  316.8. 2-wk  chg:  -H5 
MUTUAL  FUND  SPECIAL  FOCUS  


Over  the  last  year  the  S&P  Barra  Small  Cap  Value  index  returnee 
6%  versus  a  12%  decline  in  the  S&P  500.  The  small  cap  value  fu 
below  averaged  returns  of  26%  during  the  same  period. 

As 


Fund 

3  years11 

1  year 

YTD 

($ 

CRM  Small  Cap  Value 

2.4% 

34.5% 

9.0% 

Delafield 

3.3 

31.0 

11.1 

Heartland  Value 

4.3 

23.2 

10.8 

Royce  Micro-Cap 

7.0 

16.6 

6.8 

Third  Avenue  Small-Cap  Value 

7.2 

272 

7.7 

Through  Apr.  19.  Annualized. 
Sources.  Upper  Inc.:  Morningstar 

NOTEWORTHY  NEW  ISSUE  IN  REGISTRATION 


Data  as  of  Apr.  20.  "Fiscal  first  quarter.  8Fiscal  second  quarter.  9Fiscal  fourth  quarter. 
Sources:  StarMine:  Thomson  Financial/IBES  and  FT  Interactive  Data  via  FactSet 
Research  Systems. 


"In  the  current  IPO  market,  deals  have  to  be  really  stror 
to  see  the  light  of  day,"  says  George  Nichols,  IPO  analy 
with  Morningstar.  As  examples,  Nichols  points  to  Accei 
ture,  Kraft  Foods  and  Prudential  Financial,  all  slated 
start  trading  later  this  year.  Likely  to  go  public  early  in  Mi 
is  United  Surgical  Partners,  which  operates  surgery  cei 
ters  and  hospitals  in  the  U.S.  and  Europe  and  hopes 
raise  $100  million  in  equity  capital.  United  Surgical  w? 
started  in  1998  and  posted  $194  million  in  revenues  la 
year.  Nichols  warns,  however,  that  the  firm's  $200  millic 
in  long-term  debt  might  scare  off  investors,  particular 
given  its  slender  operating  profits  of  $10  million. 

*I2  months,  p:  preliminary,  r  revised.  Autos,  light  and  heavy  trucks,  includes  imports.  Soi 
Ward's  Automotive  Yearbook  Total  single  and  multiple  family,  seasonally  unadjusted  3ExcIl 
auto  sales,  seasonally  adjusted  Total  goods  and  services,  seasonally  adjusted  'Percent  of 
civilian  labor  force,  Quarterly  change,  annualized  Source:  Bridge  Information  Systems. 
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COOKIE  CUTTERS  ARE  GREAT  FOR  COOKIES,  NOT  FOR  BUSINESSES.  At  The  Principal®, 
we  understand  that  no  two  businesses  have  exactly  the  same  financial  needs.  That's  why  we  use 
a  step-by-step  process  to  analyze  your  current  situation  and  arrive  at  smart  solutions.  Just  what 
you'd  expect  from  a  company  with  over  120  years'  financial  experience.  No  wonder  more  companies 
choose  us  for  their  401(k)  plans. *  And  we  can  handle  everything  from  employee  benefits  to 
estate  planning.  Give  us  a  call  today  at  1-800-986-3343  (ext.  80080)  for  a 
plan  you  can  really  sink  your  teeth  into. 


Financial 

WE  UNDERSTAND   WHAT  YOU'RE  WORKING  FOR"1     W  Group 

www.principal.com 


ncipal  Life  Insurance  Company,  Des  Moines, 
nancial  Services  Corporation  (Member  SIPC). 


id  services  offered  through  Principal  Life  Insurance  Company  (The  Principal*),  its  subsidiaries  a 
il/May  2000,  based  upon  total  plans  served  in  1999  by  insurance  companies,  banks  and  investmt 


I  funds  distributed  through 


Introducing  Acura  MDX.  It  wasn't  about  finding  shortcuts.  We  designed  the  240-hp  Ml 
one  mission.  To  deliver  more.  More  power,  performance  and  flexibility  than  just  about  any  other  luxury  SUV  in  i 
So,  if  you're  climbing  dirt  roads  along  Half  Moon  Bay,  you'll  appreciate  a  leather-appointed  interior,  split  fo 


HOW. 


id  available  in-dash  6-disc  CD  changer.  And  thanks  to  our  revolutionary  VTM-4m  electronic  4-wheel-drive 
you'll  have  the  gumption  to  take  on  almost  anything.  There's  a  whole  world  out  there.  Get  acquainted. 

ng  the  SUV  to   a  place  it's  never  been  before  (8ACURA 


For  more  information,  call  l-HOQ-l'Q-ACURA  or  lake  a  lri/>  to  acura.com. 
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Portfolio  Strategy  By  KennethL 

Fall  Till  the  Fall 


I 


T  IS  STILL  A  LONG  WAY  TO  THIS  BEAR  MARKET'S  BOTTOM. 
I  stick  by  my  forecast  of  an  S&P  500  bottom  below  860 
(it's  now  1240)  and  a  Nasdaq  nadir  of  about  1200  (from 
2080  currently).  Why?  Sentiment  hasn't  turned  dour 
enough  yet.  My  forecasting  methodology  is  based  on  the 
broad  consensus  of  market  pros,  but  not  in  a  way  they  may 
like:  Whatever  they  say  will  happen  simply  won't  happen. 

This  may  sound  odd,  but  it  rests  on  pure  finance  theory 
and  is  empirically  wonderful.  Both  in  theory  and  in  practice, 
the  market  is  a  discounter  of 
all  known  information.  Every- 
thing people  read  about  in  the 
print  media,  see  on  TV  and 
talk  about  with  their  friends  is 
the  basis  of  investment  deci- 
sions. The  trouble  is,  you  can't 
make  excess  returns  based  on 
what  everyone  knows. 

If  you  try,  you  will  some- 
times be  lucky,  more  often  un- 
lucky, and  overall  do  worse  than  if  you  had  done  nothing. 
Making  excess  returns  requires  knowing  something  others 
don't  know.  Not  easy.  Well,  what  about  the  leading-edge 
pros?  They  generally  have  much  more  access  to  information 
than  does  a  normal  person.  Hence  the  total  information 
held  by  top  pros  is  a  concise,  effective  proxy  for  all  known 
information.  Thus  their  views  are  already  discounted  and 
therefore  cannot  occur.  That  doesn't  tell  you  what  the  mar- 
ket will  do,  yet  it  gives  you  a  huge  leg  up  on  figuring  it  out. 

In  my  Apr.  3,  2000  column,  "Break  Their  Crystal  Balls" 
(which  you  can  find  at  www.forbes.com/fisher — go  to  my 
2000  archives),  I  showed  you  how  my  approach  works. 

Basically,  I  plot  where  pros  forecast  the  market  to  be  for 
the  coming  year.  Their  calls  tend  to  cluster  in  bunches,  so  I 
eliminate  those  forecasts  and  try  to  figure  out  which  of  the 
"holes" — where  no  one  picked — will  turn  out  to  be  right. 
This  isn't  easy:  In  1999  forecasts  were  all  over  the  place,  and 
you  ended  up  with  four  small  holes;  in  2000  you  had  to  deal 
with  six  possible  outcomes. 

But  as  2001  began  there  were  only  two  possibilities.  De- 
cember's professional  forecasts  stretched  all  the  way  from  a 
7%  to  a  40%  S&P  gain.  In  other  words  2001  's  outcome  could 
only  come  in  above  or  below  that  7%-to-40%  range,  not 
within  it.  So  I  knew  my  bear  market  forecast  would  be  just 
about  the  world's  best — or  the  worst.  By  now  you  have  fig- 


> 

There's  still  too 

much  optimism  for 

the  market  to  be 

anywhere  near  a 
bottom. 

ured  out  the  S&P  won't  end  this  year  up  40%-plus. 

What  happened  to  professional  sentiment  in  last  yea 
fourth  quarter  is  enormously  telling.  I  collect  and  upda 
professional  forecasts  by  resurveying  them  during  the  yei 
In  the  fourth  quarter,  as  stocks  plunged,  forecasters  becaj 
much  more  optimistic.  The  fourth  quarter's  positive  shift! 
professional  sentiment  for  Nasdaq,  for  example,  was  t| 
biggest  such  shift  I've  ever  measured  in  any  single  mark 
This  is  all  very  bearish. 

If  we  were  simply  goii 
through  a  temporary  bui 
market  correction,  forecasts 
overall  would  become  mc 
pessimistic  and  advocate  ii 
creased  caution.  Not  this  tin 
Their  behavior  was  t) 
very  sign  of  a  bull  marl 
having  turned  to  a  bear  ma 
ket.  Increased  optimism  in  t 
face  of  a  strong  market  j< 
downward  means  the  pros  and  their  friends  spent  or  caus 
to  be  spent  every  bit  of  cash  they  could.  This  leaves  no  futi 
demand  to  push  stocks  up. 

Before  we  get  to  the  bottom,  all  that  optimism  will  he 
been  replaced — if  not  by  extreme  pessimism,  at  least 
what  we  had  before  last  year's  shift  to  increased  optimi: 
began.  That  must  happen  before  the  bottom  is  reached. 

As  stocks  fell  in  February,  March  and  early  April,  sen 
ment  did  deteriorate  as  you  might  expect,  but  not  nea 
enough.  Sentiment  is  still  more  bullish  than  it  was  last  sui 
mer.  To  erode  that  and  to  really  hit  the  bottom,  quite  a 
more  mayhem  must  ensue. 

En  route  there  will  also  be  some  short,  sharp  upws 
moves.  These  are  just  corrections  to  this  bear  market,  a 
temporary.  Don't  let  them  fool  you. 

It  remains  a  time  to  be  maximally  defensive.  I  describ 
what  I'm  doing  in  my  Mar.  19  column,  including  balanci 
stocks  against  short  sales  to  be  market  neutral  and  buyi 
index  puts  as  insurance.  Most  of  you  will  probably  be  b 
served  with  simple  cash  and  bonds.  If  you  want  puts,  I'd  n 
ommend  the  CBOE-traded  September  S&P  500  (ticker:  SPT-U 
with  a  strike  price  of  1175,  recently  priced  at  $3,740  for  c 
contract  protecting  $1 17,500  worth  of  stocks. 

The  time  to  get  back  in  will  come  soon  enough  but  is 
now.  Wait. 


Kenneth  L.  Fisher  is  a  Woodside,Calif.-biised  money  manager. 

Find  past  columns  at  www.forbes.com/fisher  or  use  your  -.CueCat  device  on  the  cue  code  ( right)  to  take  you 
there  instantly. 
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ETIREMENT 

INSURANCE 

MUTUAL  FUNDS 

TRUST  SERVICES 

TUITION  FINANCING 

The  Social  Choice  Equity  Fund  from 
TIAA-CREF  Mutual  Funds. 

When  money  isn't  the  only  green  you  care  about. 


If  you're  a  socially  concerned  investor,  the 
TIAA-CREF  Mutual  Funds'  Social  Choice  Equity 
Fund  is  a  natural  choice.  It  tracks  the  perform- 
ance of  the  S&P  500  while  screening  out 
companies  that  don't  meet  stringent  social 


One  of  the  MONEY  100 

Money®  Magazine's 
annual  list  of  the  best 
mutual  funds2 


criteria.  All  while  maintaining  a  "skimpy  0.27% 
expense  ratio"1  that  is  "an  enormous  edge  in  the 
pricey  social  funds  market."^ 

Whatever  your  investment  style,  TIAA-CREF 
Mutual  Funds  can  help  you  reach  your  goals 
in  an  environment  that's  free  of  loads  and  high 
expenses.3  And,  with  a  minimum  investment  of 
$250,  it's  easy  to  get  started. 

To  see  why  many  investors  consider  us  a 
prized  resource,  call  us  at  1  800  842-1924  or 
visit  us  online  at  www.tiaa-cref.org/mfs. 


ft  V, 


Ensuring  the  future  for 
those  who  shape  it. 


1  8  0  0  8  4  2  -  1  9  2  4   dept:  NER  www.tiaa-cref.org/mfs 


ire  complete  information  on  our  securities  products,  call  1  800  842-1924  for  prospectuses.  Read  them  carefully  before  you  invest.  1.  TIAA-CREF  expenses  reflect  the 
of  a  portion  of  the  Funds'  investment  management  fees,  guaranteed  until  July  1,  2003.  2.  Money  Magazine,  June  2000.  MONEY  100  and  Money  Magazine 
istered  trademarks  of  Time  Inc.,  used  with  permission.  3.  Certain  operating  fees  currently  apply.  •  TIAA-CREF  Individual  and  Institutional  Services,  Inc.  and  Teachers 
al  Investors  Services,  Inc.  distribute  securities  products.  •  Teachers  Insurance  and  Annuity  Association  (TIAA),  New  York,  NY  and  TIAA-CREF  Life  Insurance  Co.,  New  York, 
le  insurance  and  annuities.  •  TIAA-CREF  Trust  Company,  FSB  provides  trust  services.  •  Investment  products  are  not  FDIC  insured,  may  lose  value  and  are  not  bank 
nteed.  ©  2001  Teachers  Insurance  and  Annuity  Association  -  College  Retirement  Equities  Fund,  New  York,  NY  01/02 
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The  Patient  Investor  By  JohnW.  Rogers  * 


E-scape 


ONE  BIG  DISAPPEARING  ACT— THAT'S  THE  STATE  OF 
Internet  investing  today.  Gone  are  the  brand- 
building  ads  that  flooded  the  media.  Gone  are  the 
Gen-X  paper  millionaires.  Gone  is  the  West  Coast 
brain  drain.  Gone  are  the  companies  them- 
selves— from  Pets.com  to  Furniture.com,  from  Garden.com 
to  Hardware.com.  Silicon  Valley  pink-slip  parties  are  no 
longer  noteworthy,  even  for  value  disciples  like  me  who 
waited  so  long  for  vindication. 

Before  the  dot-com  death 
watch  began,  fuddy-duddy  es- 
tablished businesses  scram- 
bled to  get  hip  with  the  Net.  A 
lot  of  their  efforts  were  a  waste 
of  money.  But  the  old-style 
companies'  spending  was  mo- 
tivated out  of  genuine  fear 
that  the  Net  upstarts  were 
going  to  bury  them.  The  mar- 
ket sure  reflected  that  fear,  giv- 
ing the  wackiest  Net  outfits  standing  ovations  and  the  tradi- 
tional companies  sighs  of  pity. 

The  market's  about-face  lately  makes  time-tested  com- 
panies look  considerably  more  attractive.  With  Wall  Street 
doldrums  holding  everybody  down,  some  of  the  old  horses 
make  wonderful  investment  opportunities: 

With  Lee  Enterprises  (31,  LEE) — and  most  other  newspa- 
per companies,  for  that  matter — conventional  wisdom  has 
held  that  loyal  readers  would  want  to  shun  the  25-  to  50- 
cent  price  of  their  local  paper  in  favor  of  a  wealth  of  free 
content  at  their  fingertips.  And  advertisers,  which  provide 
three-tourths  of  the  newspaper  industry's  revenue,  would 
certainly  follow  and  ditch  newsprint  for  the  ubiquitous  Web 
banner  ads.  Because  of  those  notions,  over  the  last  five  years 
Lee's  stock  price  roller-coastered  from  $34  highs  to  $19  lows. 

With  time,  however,  it  became  abundantly  clear  that  Lee 
enjoys  a  huge  advantage:  The  newspaper  chain,  whose  prop- 
erties include  Iowa's  Quad-City  Times  and  North  Dakota's 
Bismarck  Tribune,  dominates  its  markets.  The  generic  con- 
tent of  Net  news  sources  can't  hope  to  compete.  Moreover, 
the  company  has  staked  out  a  Web  presence  that  comple- 
ments its  formidable  print  one.  And  Lee  earns  a  profit  from 
its  own  Internet  operations,  a  boast  that  hardly  any  other 
news  operation  can  make. 

American  Greetings  (11,  AM)  also  was  punished  by  Net- 


ia  hurt  lots 
ine  stocks, 
ey're  still 
hich  spells 
gains. 


mania,  not  to  mention  its  own  overreaction  to  the  phenor: 
enon.  The  stock  fell  dizzyingly  from  $52  on  July  10,  1998 
$9  on  Dec.  22,  2000.  The  second-largest  card  company  (b 
hind  privately  held  Hallmark)  suffered  from  the  prevailii 
view  that  people  would  abandon  store-bought  cards  ai 
send  only  free  electronic  greetings  via  computer.  Mayl 
someday,  but  meanwhile  folks  like  to  browse  through  t. 
racks  and  mail  their  loved  ones  printed-paper  sentiments 
In  a  misbegotten  effort  to  win  back  Wall  Street  affe 
tions,  American  Greetings  tj 
lied  huge  losses  from  hasty  i 
vestments  in  an  Intern 
subsidiary  meant  to  stave  c 
the  e-competition.  At  least  tj 
Net  sector's  fall  has  enabl< 
American  Greetings  to  acqui 
Egreetings  and  thereby  elirr 
nate  one  online  rival.  Despi 
all,  sales  grew  in  the  jxii 
ended  fiscal  year  by  16%, 
$2.5  billion.  Although  the  company's  stock  price  has  begi 
to  rebound  since  then,  its  price/earnings  multiple  of  s 
times  trailing  earnings  makes  American  Greetings  a  bargai 
E-tailing  also  was  supposed  to  reign  over  consum 
products,  like  toys.  And  that  wasn't  good  news  for  Toys  "i 
Us  (26,  TOY).  With  online  purchases  surging  in  the  la 
1990s,  many  market  pundits  warned  that  Americans  wou 
abandon  Main  Street  shopping.  Why  leave  your  house 
buy  anything  ever  again?  Well,  maybe  you  want  to  see  it 
person  and  touch  it.  Perhaps  going  to  the  mall  gives  yc 
something  to  do.  Sure  enough,  Toys'  most  recent  fiscal  yej 
ended  in  January,  showed  strong  earnings  growth. 

Now  Toys  "R"  Us  executives  have  the  luxury  of  teamij 
up  with  an  e-partner,  Amazon.com,  thereby  leveraging  the 
famous  brand  with  much  less  risk  to  their  own  earning 
Even  better,  once  Etoys  filed  for  bankruptcy,  Toys  "R"  1 
was  even  less  compelled  to  take  part  in  any  Internet  spen 
ing  war  to  maintain  market  share.  If  new  Chief  Executi 
John  Eyler  is  successful  in  returning  the  company  to  histoi 
profitability  levels,  this  company's  investors  should  be  r 
warded  with  some  nice  gains. 

In  assessing  the  current  state  of  today's  equity  marke 
many  mourn  the  end  of  the  Internet  investment  rush.  Th 
say  the  party's  over.  My  view  could  not  be  more  contrar) 
think  the  party  has  just  begun. 


John  W.  Rogers  Jr.  is  chairman  and  chief  executive  officer  of  Chicago-based  Ariel  Capital  Management,  Inc.,  the 
adviser  to  the  Ariel  Mutual  Funds.  Find  past  columns  at  www.forbes.com/rogers  or  use  your  :CueCat  device 
on  the  cue  code  (right)  to  take  you  there  instantly. 
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ulletproof  your  nest  egg! 

Increase  your  cash  income  up  to  100%! 


3rbes  introduces  the 

/isory  service  for  every 
estor  seeking  refuge  from 
ck  market  volatility. 

f  capital  preservation  and  maximum  income 
rimary  investment  goals,  you  may  already 
discovered  the  market-defying  advantages  of  - 

*  Investment  grade  and  high-yield  bonds. 

*  Convertible  preferred  stocks  and  bonds. 

*  Preferred  stocks. 

*or  many  savvy  investors  these  low-risk  income  securi- 
re  the  armor  that  protects  the  conservative  portion  of 
tfolio. 

kit  if  you  are  an  equity  investor  who's  feeling  battered 
e  recent  sell  off,  and  you  are  wondering  "what  now?". . . 
ips  it's  time  you  consider  putting  at  least  part  of  your 
olio  into  income  securities. 

^re  you  going  to  hang  in  and  hope  the  market  recovers? 
e  you  ready  to  trade  "hope"  for  the  certainty  that  your 
al  is... 

►  Safe  from  the  volatility  of  the  stock  market. 

*  Earning  up  to  100%  greater  income  than  it  would 
from  equity  stocks. 

►  Positioned  to  grow  by  14%. .  .18%. .  .even  20% 
or  more  a  year. 

nJow,  whether  you  know  a  preferred  from  a  convertible, 
?s  has  teamed  up  with  the  leading  authority  on  bonds, 
srtibles  and  preferred  stocks  to  offer  you  the  expert 
ince  you  need  to  take  full  advantage  of  these  specialized 
tments. 

^Jow,  whether  you  trade  on  line  or  want  more 
tise  than  your  broker  may  be  able  to  offer, 
an  have  timely,  portfolio-proven  advice 
he  recommendations  you  need  to  protect 
nest  egg  against  market  volatility  as  well  as 
ase  your  securities  income  by  up  to  100%. 

Is  NASDAQ  plummeted  50%,  Lehmann's 
lortfolio  of  high-yield  bonds  actually 
continued  to  pay  13.25%  cash  income! 

rhe  year  2001  promises  to  be  a  premier  year  for  income 
ities.  You'll  have  the  information  you  need  to  get 
;d  when  you  subscribe  to  Forbes/Lehmann  Income 
ities  Investor. 

rou're  interested  in  asset  protection 
d  reliable  income,  there's  no  better 
expert  than  Richard  Lehmann. 


Richard  Lehmann  has  been  a  recognized  authority 
on  income  securities  for  more  than  25  years.  He  is  a 
contributor  to  Forbes,  The  Financier  and  the  Municipal 
Finance  Journal.  He  is  frequently  quoted  in  the  Wall 
Street  Journal,  Barrons,  Money,  the  New  York  Times 
and  industry  publications  such  as  CFO  Magazine. 

FREE  Sample  Issue  and  Free  Bonus  Report: 

"5  Model  Portfolios  for  Income  Investors" 

Income  Securities  Investor  is  a  new  joint  effort  from 
Forbes  and  Richard  Lehmann  that  enables  you  to  match 
income  securities  to  your  risk/ reward  goals.  Compared  to 
the  volatile  stock  market,  all  of  our  model  portfolios  are  a 
safe  harbor,  even  if  you  maximize  your  income  by  selecting 
high-yield  bonds  of  12%  and  higher. 

In  each  monthly  issue,  you'll  find  the  specific  buy,  hold 
and  follow  up  information  you  need  to  execute  your  own 
program.  You'll  find  detailed  reasons  for  every  recommen- 
dation that  you  won't  get  from  most  brokers  or  bond  funds. 

The  best  and  easiest  way  to  decide  if  income  securities 
make  sense  for  you  is  to  accept  a  FREE  sample  issue.  If 
not  delighted,  you  can  cancel  and  you'll  have  lost  nothing. 
Otherwise  you  pay  just  $295  for  12  additional  issues,  a 
savings  of  $300  off  the  single  issue  cost.  As  a  paid  subscriber, 
you'll  also  receive  a  FREE  Bonus  Report,  "5  Model  Portfolios 
for  Income  Investors"  that  tells  you  how  to  match  income 
securities  to  your  risk/ reward  goals.  Act  now,  mail  the 
coupon  below  or  for  fastest  service . . . 

CALL  TOLL-FREE  1-800-765-3816 

r  "  ---i 

i  Forbes/Lehmann  Income  Securities  Investor 


□  YES!  Please  send  me  a  FREE  sample  issue  of  the  all-new, 
Forbes/Lehmann  Income  Securities  Investor  and  reserve  a  one  year 
Charter  Subscription  (12  additional  issues)  in  my  name  at  the  money 
saving  rate  of  $300  off  the  single  copy  cost.  If  not  delighted  1  will  return 
your  invoice  marked  cancel  and  that  will  end  the  matter.  Upon  receipt 
of  payment,  you'll  also  send  me  a  FREE  copy  of  the  bonus  report: 

5  Model  Portfolios  for  Income  Investors. 

I  prefer  to  pay  now  and  get  my  FREE  bonus  report. 
GUARANTEE:  full  refund  if  not  delighted  with  your  sample  issue. 
Pro-rated  refund  if  you  cancel  later  in  your  subscription. 

□  Check  enclosed  for  $295  payable  to: 

Forbes/Lehmann  Income  Securities  Investor 

□  Charge  my:  UVisa  □  MasterCard  DAmEx.  □  Diners  Club 


Card  i 


Expires 


Signature 


Bill  me  for  $295.  If  not  delighted  with  the  FREE  issue, 
invoice  marked  cancel. 


return  the 


Name 


Address 


City 


State 


Zip 


Mail  to  Forbes/Lehmann  Income  Securities  Investor 

P.O.  Box  5121,  Harlan  IA  51593-0621           JLKADC  2 
I  I 


Fixed-Income  Watch  By  Richard  Lehmann 

It's  a  Bond,  It's  a  Stock 


DO  YOU  THINK  THE  BEAR  MARKET  IS  OVER?  JUST 
getting  started?  Not  sure?  No  matter  how  you  an- 
swer this  question,  you  ought  to  consider  adding 
some  convertible  securities  to  your  portfolio.  As  a 
way  of  playing  volatile  and  uncertain  markets,  con- 
verts can't  be  beat.  Converts  are  made  for  markets  like  this. 

The  advantage  of  convertibles  is  that  they  pay  a  sub- 
stantial fixed  rate  of  return  while  at  the  same  time 
participating  in  some  of  the  upside  potential  of  the  under- 
lying common  stock.  If  the 
common  stock  goes  down,  so 
does  the  convert,  but  not  as 
far.  Its  fixed-income  value 
props  it  up. 

A  convertible,  whether  a 
bond  or  a  preferred  stock,  car- 
ries a  fixed  dividend  or  inter- 
est payment  and  can  be  con- 
verted into  common  stock, 
usually  at  the  holder's  option. 
Example:  A  $1,000, 6%  bond  is  floated  with  the  right  to  con- 
vert into  40  shares  of  the  issuer's  stock,  now  trading  at  $20. 
The  $200  spread  between  the  price  of  the  bond  and  the  $800 
value  of  the  common  shares  into  which  it  is  convertible  is 
called  a  conversion  premium.  You  might  gladly  pay  it,  for 
two  reasons.  One  is  that  the  bond  carries  a  nice  coupon. 
With  $60  of  interest  a  year,  you  earn  as  much  as  the  conver- 
sion premium  in  a  little  over  three  years,  assuming  the  com- 
mon has  no  dividend.  Thus,  if  the  stock  takes  off,  you  will  do 
as  well  as  someone  who  bought  40  shares. 

The  other  reason  for  liking  the  bond  is  that  it  has  some 
value  as  a  pure  bond  even  if  the  stock  falls  apart.  In  other 
words,  converts  have  a  price  floor  and  no  price  ceiling.  It's  a 
stock  when  the  stock  rises;  a  bond  or  preferred  when  the  un- 
derlying stock  drops  in  price. 

What  makes  converts  particularly  attractive  now  is  that 
the  bear  market  has  knocked  many  down  to  where  they  now 
trade  strictly  on  their  yield.  These  so-called  busted  convert- 
ibles give  you,  in  effect,  a  free  call  on  the  common  stock. 
With  busted  convertible  bonds,  the  potential  for  capital  ap- 
preciation exists  even  if  the  company's  stock  never  recovers. 
Because  these  busted  converts  trade  at  substantial  discounts 
from  their  face  value,  they  will  rise  closer  to  face  value  as 
they  approach  maturity. 

Before  jumping  in,  though,  make  sure  you  know  what 


! 


Converts  are  made 
for  markets  like 
this.  Share  in  the 

upside,  and  not  the 
full  downside. 


Frencl 


you  are  buying.  Converts  are  not  homogeneous.  The  con 
version  may  be  into  variable  amounts  of  stock,  may  b 
mandatory  after  a  fixed  period  of  time  and  may  not  even  b 
into  stock,  but  rather  stock  equivalents. 

Convertibles  with  such  features  go  by  such  acronyms  a 
Elks,  Perqs,  Aces,  Chips,  Traces,  Yeelds,  Sails  and  Strypes 
I'm  waiting  for  someone  to  figure  out  how  to  launch  sue 
sure-fire  names  as  Goldens  or  Winners.  Regardless,  stic 
to  plain-vanilla  converts  and  you  won't  require 

Ph.D.  in  convertibility  t\ 
understand  them. 

Here  are  four  converts  tha 
look  like  bargains  to  me: 

TXI  Capital  Trust  I  is  a  pre 
ferred,  paying  a  $2.75  annus 
dividend,  that  can  be  con 
verted  into  0.72  shares  c 
Texas  Industries.  At  a  recer 
$29,  it  yields  9.5%.  That's 
nice  return  in  its  own  right; 
means  that  you  get  a  long-term  call  on  TXI  common  jua 
about  for  free.  The  stock  would  have  to  go  up  a  lot  befot 
converting  would  pay,  but  who  knows?  The  stock  sold  we 
above  $50  in  1998. 

In  convertible  bonds  I  like  International  Rectifier 
4.25%  due  July  15,  2007.  At  a  price  of  91  ($910  per  $1,00 
bond),  this  chipmaker's  paper  yields  4.7%  currently,  or  6C. 
to  maturity.  It  converts  into  13.52  shares  of  common  stocl 
The  stock,  now  at  $51,  is  a  long  way  from  the  conversio 
price.  No  matter.  You  have  a  blessedly  long  time  to  conver 
A  lot  can  happen  in  six  years. 

Another  bond  offering  a  shot  at  eventual  recovery  in  til 
decimated  high-tech  arena  is  Cypress  Semiconductor's  4C  y 
issue  due  Feb.  1,  2005,  selling  at  $869  per  bond.  This  cor 
verts  into  21.62  shares  of  common,  shares  of  which  ha'v 
dropped  from  a  52-week  high  of  $58  to  today's  $22.  TU 
conversion  feature  is  way  out  of  the  money,  but  you  colle 
an  8.1%  yield  while  waiting  for  a  recovery. 

If  you  like  energy,  try  Western  Gas  Resources'  conver 
ible  preferred  selling  at  $51  to  yield  5.2%.  It  converts  to  lJ 
common  shares  now  worth  $36  each. 

This  is  only  a  sampling  of  the  good  stuff  available.  If  yc 
are  bullish  long  term  but  worried  about  the  market  over  tl 
next  year  or  two,  you  can  participate  in  a  resurgent  mark 
and  collect  a  healthy  yield  while  waiting. 


m 
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Richard  Lehmann  is  president  of  Income  Securities  Advisor  Inc.  and  publisher  of  the  Forbes/Lehmann  Income 
Securities  Investor  newsletter.  Find  past  columns  at  www.forbes.com/lehmann  or  use  your  :CueCat  device  on 
the  cue  code  (right)  to  take  you  there  instantly. 
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uxury  Properties  Now  Available  on  ruru££ 

www.Forbes.com/lifestyle/realestate/ 


Cetchum  Estate  $2,750,000 
ocated  near  Sun  Valley,  Idaho,  this  unique  11  bedroom  and  11  bath  estate  offers  spec- 
acular  views  of  Bald  Mountain  and  the  Wood  River  Valley.  The  9,000  sq.  ft.  house  can 
Stlitlso  be  converted  to  use  an  inn  for  an  additional  ($200,000). 

208)  726-3317  McCann-Daech-Fenton  Realtors,  LLC 


Park  Tower  Luxury  $2,650,000 
On  Chicago's  Gold  Coast,  this  North  Michigan  Avenue  condominium  offers  fantastic  views 
of  the  city  and  plenty  of  entertaining  space.  Highlights  include  an  expanded  foyer,  formal 
living  and  dining  rooms  and  a  master  bedroom  suite. 

(312)  944-8900  Koenig  &  Strey  GMAC  Real  Estate 


•  :rench  Chateau  Masterpiece  $6,995,000 
h  Dallas  situated  on  approximately  1.2  acres,  this  exquisite  5  bedroom  estate  features  5 
lull  baths  +  3  powder  baths,  formal  living  and  dining  rooms,  den,  wine  room,  media  room, 
j  studies,  game  room,  hobby  room,  5  car  garages,  pool  and  courtyard. 
214)  522-3838  Ellen  Terry  Realtors 


Malibu's  Finest  Estate  $31,000,000 
Spectacular  Mediterranean  on  approx.  7.5  acres  in  Encinal  Bluffs.  Featuring  grand  library, 
gourmet  kitchen  and  exercise  room.  8  bedrooms  and  13  baths.  Formal  rose  garden,  ten- 
nis court,  guest  house,  staff  quarters,  putting  green  &  large  covered  pavilion. 
(310)  858-5462  Hilton  &  Hyland 


'95  Fifth  Avenue  $22,000,000 
I  the  Pierre  Hotel,  with  full  services,  this  gracious  apartment  offers  both  an  elegant  layout 
I  nd  approx.  4,000  sq.  ft.  of  terraces.  Living  room,  formal  dining  room,  library,  master  bed- 
pom  suite  plus  two  additional  bedrooms  and  two  maids. 

212)  891-7053  Douglas  Elliman 


Oceanfront  Splendor  $15,300,000 
In  Palm  Beach,  this  breathtaking  beachfront  home  features  extraordinary  views  of  the 
Atlantic  from  every  room.  Floorplan  includes  a  master  suite  plus  5  guest  suites,  enter- 
taining space,  pool/spa  and  lanai. 

(561)  655-9081  Paulette  Koch  Real  Estate,  Inc 


.aurel  Hill  $4,000,000 
Ruilt  in  1740,  and  expanded  in  1930,  this  16-room  Colonial  is  spacious  yet  inviting. 

.ocated  in  Roxbury,  Conn.,  on  the  banks  of  the  Shepaug  River,  the  home  features  7 
nedrooms,  detailed  moldings  and  paneling  and  5  fireplaces  on  more  than  15  acres. 

860)  868-7313  Klemm  Real  Estate 


Historical  Sonoma  Residence  $3,900,000 
Beautiful  American  Colonial  Revival,  2-story  residence  built  in  1859.  Facade  is  high- 
lighted by  handsome  front  entryway  with  eight  Doric  columns.  Bow  windows  in  dining 
and  drawing  rooms,  east  and  west  facades.  On  2.82  acres. 
(703)  933-2110  Pacific  Union 


Search,  find  and  buy  luxury  properties  at  Forbes 


If  ZINA  MOUKHEIBER 
■      am      WITHIN    WEEKS  OF 
m   j^H   K  winning  regulatory 

B  approval  in  March 

HhF^A^b  for  schizo- 
phrenia  drug,  Pfizer 
I  n  Inc.  was  plying  doe- 

rs with  brochures  and  free  samples. 

Coral  Springs,  Fla.  psychiatrist 
)bert  Perovich  heard  the  pitch  for  the 
:w  product,  Geodon. 

Pfizer's  claim:  Our  drug  is  better 
an  the  market  leader,  Eli  Lilly  &  Co.'s 
^prexa,  because  it  causes  no  weight 
in,  while  25%  of  patients  on  the  Lilly 
ug  put  on  20  pounds  or  more.  Lilly 
untered  with  a  study  in  late  March 
owing  the  weight  gain  can  be  cut  in 
If  when  Zyprexa  is  taken  with  Lilly's 
:er  drug,  Axid.  Lilly  also  plays  up  the 
inor  risk  of  abnormal  heartbeats 
>sed  by  Pfizer's  Geodon,  which  was 
itially  rejected  by  regulators  because 
such  concerns. 

But  the  Coral  Springs  shrink  also 
ust  consider  Johnson  &  Johnson's 
sperdal — it  costs  only  $5  a  day,  half 


hallucinations  and  delusions. 

But  more  than  a  decade  after  the  first 
atypical  was  introduced,  it  isn't  clear 
how  effective  these  drugs  are — which 
ones  are  better  than  others,  or  even 
whether  they  are  better  at  silencing  the 
symptoms  than  were  their  predecessors, 
which  cost  only  a  dime  a  day.  The  drug- 
makers  have  sponsored  most  of  the  clin- 
ical trials,  and  somehow  each  firm's 
study  conveniently  finds  its  own  drug  is 
"better"  than  the  rest. 

"The  information  is  somewhat  ques- 
tionable in  terms  of  veracity  and  spun  in 
terms  that  are  advantageous  to  the  spon- 
sor," says  Jeffrey  Lieberman,  a  professor 
of  psychiatry  at  the  University  of  North 
Carolina  at  Chapel  Hill.  He  has  just  begun 
an  independent  comparative  study  that 
will  cover  1,800  patients  over  three  years. 

Given  the  dearth  of  independent 
data,  J&J,  Lilly  and  their  rivals  resort  to  a 
form  of  marketing  vitriol,  highlighting 
the  downside  of  competing  drugs. 
"Which  patient  developed  new-onset 
diabetes  with  his  atypical  antipsy- 
chotic?" asks  a  J&J  ad  on  page  A14  in 


phone  calls.  Zyprexa  controls  48%  of 
market  revenue,  while  J&j's  Risperdal 
leads  in  prescriptions.  Risperdal  had  8.5 
million,  compared  with  6.7  million  for 
Zyprexa,  says  researcher  IMS  Health. 

For  centuries  patients  gripped  by 
schizophrenia  (Greek  for  "split  mind," 
although  it  isn't  related  to  multiple  per- 
sonality disorder)  were  relegated  to  in- 
stitutions. In  modern  times,  schizo- 
phrenics were  sedated  heavily  and 
jolted  with  electric  shocks.  In  the  late 
1950s  scientists  linked  schizophrenia  to 
an  overload  of  dopamine  in  the  brain, 
so  they  devised  the  first  generation  of 
antipsychotics,  which  homed  in  on  a 
single  dopamine  receptor. 

This  receptor,  the  D2,  has  a  counter- 
part, the  D2  neurotransmitter,  and  the 
pairs  are  scattered  in  different  com- 
mand centers  of  the  brain.  D2  is  found 
in  the  frontal  cortex  (used  in  thinking), 
the  temporal  cortex  (speech  and  motor 
functions)  and  the  basal  ganglia,  which 
smooths  out  limb  movements.  Block- 
ing D2  reduced  dopamine  levels  and 
relieved  hallucinations,  but  it  also  crip- 


Conflicting  claims,  manipulated  data,  sniping  medical  ads 
>  this  any  way  for  drugmakers  to  treat  a  schizophrenic? 


e  cost  of  Lilly's  Zyprexa.  Pfizer  and 
lly  emphasize  the  J&I  drug's  unpleas- 
t  side  effect  of  stiffening  the  muscles 
II  high  doses.  And  Perovich  must  pore 
Ijrer  the  claims  for  antipsychotic  drugs 
■11  to  come:  Bristol-Myers'  aripipra- 
^le  and  Novartis'  Zomaril,  both  in 
lal  stage  testing. 

"This  is  confusing,"  the  psychiatrist 
mplains.  He  figures  he  will  keep  most 
his  patients  on  J&j's  Risperdal. 
Geodon  is  the  latest  entry  in  a  class 
wonder  drugs  known  as  atypical  an- 
)sychotics — atypical  because,  ostensi- 
y,  they  work  so  much  better  than  the 
der,  "typical"  antipsychotics  in  use  for 
cades.  The  newer  drugs  have  revolu- 
mized  treatment  of  schizophrenia, 
hich  seizes  people  in  their  teenage 
ars  and  causes  frightening  bouts  of 


the  March  2001  issue  of  the  American 
Journal  of  Psychiatry,  obliquely  tagging 
Lilly's  Zyprexa.  And  26  pages  later,  Lilly 
counters  with  an  ad  featuring  a  torso 
with  the  heart  exposed  and  attacks 
three  rival  drugs  by  name,  including 
Novartis'  Mellaril  and  Serentil,  for  po- 
tential heart  problems. 

For  drug  firms  the  stakes  are  high. 
Sales  of  antipsychotics  have  quadrupled 
to  $4  billion  in  four  years.  Only  half  of 
the  country's  2  million  schizophrenics 
are  on  medication.  This  year  Zyprexa, 
which  debuted  in  1996,  surpassed 
Prozac  as  Lilly's  top-seller,  with  nearly 
$2  billion  in  sales. 

Last  year  Lilly  spent  $21  million  to 
promote  Zyprexa — 13%  of  its  total  ad 
budget.  That  included  217,000  plugs  to 
docs  in  the  form  of  visits,  lunches  and 


pled  a  patient's  muscles  and  produced 
deadening,  zombie-like  effects. 

In  1990  Novartis  released  the  first 
atypical,  Clozaril.  Risperdal,  Zyprexa 
and  AstraZeneca's  Seroquel  followed  in 
the  next  seven  years.  They  blocked  the 
D2  receptor  just  enough  to  alleviate 
psychoses  without  obliterating  the  pa- 
tient. They  also  block  other  dopamine 
receptors  linked  to  different  neuro- 
transmitters such  as  those  for  serotonin 
and  glutamate. 

For  Risperdal  patient  James  Arm- 
strong, 57,  the  improvement  was  dra- 
matic. He  went  from  being  homeless  to 
helping  other  patients.  "I  call  them 
serenity  drugs,"  he  says. 

As  more  atypicals  arrived,  drug- 
makers  began  sniping  at  rivals,  some- 
times on  shaky  ground.  Pfizer's  Ge- 


FORBES-  May  14,  2001  267 


HEALTH 


odon  gets  hammered  for  causing  ab- 
normal heartbeats,  but  the  risk  is 
minute.  Pauses  after  heartbeats  are  at 
most  14  milliseconds  longer  than  the 
typical  pause  of  400  milliseconds;  but 
many  people  have  such  pauses  natu- 
rally and  fewer  than  2  in  1,000  Geodon 
patients  risk  developing  the  more  seri- 
ous problem  of  arrhythmia. 

In  1996  Lilly  sponsored  a  trial  of 
339  patients  over  28  weeks  to  compare 
Zyprexa  with  J&j's  Risperdal.  It  found 
19%  of  Zyprexa  patients  had  muscle 
rigidity,  versus  31%  for  Risperdal.  Lilly 
published  the  results  in  the  Journal  of 
Clinical  Psychopharmacology  in  1997. 

Two  years  later  J&J  presented  results 
of  its  own  trial,  asserting  "no  statisti- 
cally significant  differences"  between 
Risperdal  and  Zyprexa  in  muscle  move- 
ments. That  study  involved  407  pa- 
tients— tracked  for  all  of  eight  weeks. 

Some  outside  experts  say  both  trials 
are  flawed.  The  J&J -sponsored  study  was 
much  too  short,  making  it  hard  to  draw 
any  conclusions  about  the  long-term  ef- 
fects of  Risperdal,  says  Nina  Schooler,  di- 
rector of  psychiatric  research  at  Hillside 
Hospital  in  Glen  Oaks,  N.Y.  She  criticizes 
the  Lilly  test,  too — it  produced  worse  re- 
sults for  J&j's  Risperdal  because  it  used  a 
higher  dose  for  that  drug. 

"It  makes  it  appear  Risperdal  is  hav- 
ing a  less-adequate  effect,"  she  says. 

Schooler  also  faults  the  Lilly  study 
for  "data  dredging."  To  gauge  drug 
power,  researchers  segment  patients  into 
those  who  had  a  20%  reduction  in 
symptoms,  those  who  had  a  30%  re- 
duction and  so  on.  Lilly  played  up  the 
results  in  only  one  group — those  with  a 
full  40%  easing  of  symptoms — and  said 
a  "significantly  greater" 
number  of  Lilly  patients 
had  so  benefited.  The  fine 
print:  61  people  on  Lilly's 
Zyprexa  had  a  40%  im- 
provement; and  so  did  44 
on  J&j's  Risperdal. 

Moreover,  Zyprexa 
was  no  better  than  the  J&J 
drug  among  patients  in 
the  20%  group  and  the 
30%  group,  but  Lilly  did 
not  highlight  those  uninv 


Nervous  Breakdown 

Nerve  cells  can  go  awry  by  releasing  too 
many  or  too  few  neurotransmitter  chem- 
icals. New  antipsychotics  like  Zyprexa 
stop  hallucinations  by  blocking 
dopamine  receptors  in  brain 
regions  controlling  speech  and  mood, 
while  stimulating  dopamine  in  regions 
influencing  thinking  and  cognition. 


—  Dendrites 

Cell  body 
—  Nucleus 

Membrane  — 
Axon  


Direction  of 
nerve  impulse 


Axon  terminal - 
Vesicle — 

Synapse  -j 


Dopamine 
neurotransmitters 

ST 

V—  ZYPREXA 


Neurotransmitter  receptor 
Dendrite 

pressive  results.  "They  emphasize  those 
parts  of  the  data  that  are  most  favorable 
to  their  drug,"  Schooler  says. 

Some  doctors  question  whether  the 
new  drugs  are  that  much  better  than 
the  old  ones.  John  Geddes,  a  psychia- 
trist at  the  University  of  Oxford  in  the 
U.K.,  analyzed  all  52  studies,  most 


Leaders  in  Mind  Control 


Lilly's  anti- 
psychotic drug 
Zyprexa leads  in 
total  U.S.  sales, 
partly  because  it 
is  twice  as 
expensive  as 
Johnson  & 
Johnson's 
Risperdal,  which 
garners  more 
prescriptions. 

Source:  IMS  He?lth. 


2000  U.S.  Market  Share 


Sales 


Prescriptions 


Zyprexa 
Risperdal  28.0% 
35.7% 


sponsored  by  drugmakers,  and  foun 
little  evidence  that  the  atypicals  ai 
truly  superior.  "I  was  appalled  by  tr 
quality  of  the  trials,"  he  declares. 

In  comparing  their  products  wit 
the  old  leader — Haldol — Lilly,  J&J  art 
AstraZeneca  gave  patients  up  to  30  mi 
ligrams  a  day  of  the  old  drug — a  hi£ 
dose  that  forced  many  test  patients 
drop  out.  Yet  when  Geddes  model* 
the  effects  of  lower  Haldol  doses  of  5n 
to  lOmg,  the  old  drug  worked  just 
well  as  the  atypicals,  he  says. 

The  companies  also  tend  to  exclui 
alcohol  and  drug  abusers  and  tho 
with  suicidal  tendencies  from  trials- 
which  rules  out  more  than  half 
schizophrenia  patients.  "They  don't  r 
fleet  the  real  world,"  Geddes  says 

Given  the  contradictory  claims,  p 
tients  can  go  through  wild  variations 
prescriptions,  says  Steven  Shon,  me 
ical  director  of  the  Texas  mental  heal 
department.  He  found  that  every  tir 
patients  change  doctors  the  new  dc 
switch  them  to  a  different  medicatic 
even  though  the  diagnosis  is  the  san 
"Doctors  are  probably  influenced 
the  last  piece  of  literature  they  read," 
says,  "but  there's  no  evidence  to  sugg; 
that  one  drug  is  better  than  the  othei 
Now  the  feds  have  stepped  in.  T 
U.S.  is  spending  $42  million  for  a  ml 
sive  independent  trial  led  by  UM 
Lieberman.  In  January  the  National 
stitute  of  Mental  Health  started  enroll] 
1 ,800  patients  for  the  study,  which  \i 
randomly  compare  the  five  atypicals 
each  other  and  to  an  older  remedy — p 
phenazine.  It  may  well  determine  wh 
drug  is  best. 

"This  will  produce  a  thorougl 
unbiased  result,' 

  Lieberman.  He  plans 

unveil  results  in  th 
years.  Says  Alan  Brei 
who  runs  the  Zypn 
team  at  Lilly:  "We  h; 
confidence  in  our  dn 
and  in  the  studies  i 
we've  done.  We'll  hav« 
wait  and  see  how 
comes  out." 

The  same  goes 
everyone  else. 


I 
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Raider 
Of  the 
Lost  Egg 

|  Roy  Chapman  Andrews  charted  the 
Gobi  Desert,  hunted  dinosaur  eggs  and 
pioneered  corporate  sponsorship  of  expeditions. 


BY  SUSAN  ADAMS 

THE  YEAR  WAS  1920  AND  ROY  CHAPMAN 
Andrews,  one  of  America's  most  celebrated 
explorer-scientists,  had  an  audacious  proposal. 
Using  a  fleet  of  automobiles  supported  by  a 
camel  caravan,  he  would  lead  an  expedition  to 
the  Gobi  desert  in  an  attempt  to  reconstruct  the  entire  natural 
history  of  the  Central  Asian  plateau. 

The  cost  of  the  five-year  venture  was  $250,000  ($2.2 
million  in  today's  dollars),  of  which  only  $5,000  a  year  was 
to  come  from  Andrews'  employer,  the  American  Museum 
of  Natural  History  in  New  York.  For  the  rest,  he  undertook 
a  fundraising  odyssey  no  previous  explorer  had  attempted. 

He  started  with  J.P.  Morgan  Jr.,  who  became  excited  as 
soon  as  Andrews  unfurled  a  map  of  the  mostly  uncharted 


i 


Gobi  in  Morgan's  sumptuo 
art-filled  office.  "I'll  gam 
with  you,"  exclaimed  Morg 
as  he  pledged  $50,000.  A  la 
list  of  financial  titans,  inch 
ing  John  D.  Rockefeller,  Sidi 
M.  Colgate  and  Cleveland 
Dodge  donated  the  rema 
der.  "Making  their  money  1"  I 
been  an  adventure,"  obsen 
Andrews  shrewdly.  "PerJu 
they  relished  a  bit  of  advc 
ture  in  spending  it." 

For  a  full-blown  accouni 
Andrews'  adventures 
fundraising  and  fossil-hunti 
pick  up  a  copy  of  Dra^ 
Hunter   (Viking,  $30) 
Charles  Gallenkamp.  The 
ography,  due  in  booksto 
May  21,  reads  like  an  action  movie.  In  fact,  though  Geo 
Lucas  and  Steven  Spielberg  deny  it,  Gallenkamp  and  oth 
believe  the  character  Indiana  Jones  was  modeled  on  Andre 
The  tall,  handsome  explorer  certainly  looked  the  p 
with  his  piercing  blue  eyes,  Mannlicher  rifle  and  a  belt 
shells  flung  over  his  chest.  Among  the  many  treats  of  C 
lenkamp's  book  are  65  photos  of  Andrews  and  his  expe 
tions,  many  shot  by  Hollywood  cinematographer  Jan 
Shackelford,  who  accompanied  him  on  his  exploits. 

Post  World  War  I  America  was  captivated  by  the  darinj 
men  like  Charles  Lindbergh  and  Richard  Peary  Andrews 
no  less  bold.  The  Museum  of  Natural  History's  director,  He 
Fairfield  Osborn,  believed  northeastern  Asia  had  been  the  G 
den  of  Eden  for  mammalian  life,  and  Andrews  set  out  to  pr 


-\  Andrews  in  1913— 
.  »  >   before  his  fame  arrived. 


•'3 


It 


:.  In  five  expeditions  between  1920  and  1925,  he  and  his  team 
f  some  40  scientists  and  staff  probed  the  Gobi,  where  they 
ncovered  the  world's  greatest  treasure  trove  of  dinosaur  and 
arly  mammalian  remains. 

In  a  sweeping  basin  christened  Flaming  Cliffs  by  Andrews 
)r  its  spectacular  orange  sandstone  formations,  paleontolo- 
ist  George  Olsen  made  the  first  recorded  discovery  of  fos- 
lized  dinosaur  eggs.  Andrews  himself  identified  dozens  of 
>ssils  of  new  dinosaur  and  other  species,  including  the  Ve- 

ciraptor,  the  terrifying  meat-eater  made  famous  by  the  film 
urassic  Park.  He  also  uncovered  a  skull  of  the  world's  largest 
,  nd  mammal,  a  kind  of  giant  hornless  rhinoceros  now 
lown  as  Indricotherium. 
Along  the  way  Andrews  braved  severe  sandstorms,  blister- 

g  temperatures  of  up  to  120  degrees,  pit  vipers  and  maraud - 
•  g  bandits.  He  twice  narrowly  escaped  with  his  life  after  sol- 
}  ers  threatened  him  at  gunpoint.  Yet  he  thrived  in  the  wilds  of 
}  Mongolia.  It  was  civilization  that  caused  him  qualms.  During 
■■  stay  in  New  York  he  lamented,  "Once  more  we  are  undefin- 

le  units  in  a  vast  workaday  world,  bound  by  the  iron  chains 

convention  to  the  customs  of  civilized  men." 
By  1924  he  had  become  an  international  celebrity, 

itured  in  publications  like  Cosmopolitan  and  the 

turday  Evening  Post.  Lucrative  offers  came  his 

ly:  One  novelty  manufacturer  proposed  di- 

>saur-egg  paperweights  signed  by  An- 
lews.  William  Randolph  Hearst  offered 

50,000  for  exclusive  media  rights  to  his 


drews 
entified 


bzens  of  new 
nosaurs, 
eluding  the 
rrifying 
ilociraptor. 


expeditions.  Andrews,  wanting  to  preserve  his  reputation  as  a 
serious  scientist,  turned  them  down. 

But  he  said  yes  to  companies  that  wanted  to  trade  equip- 
ment and  supplies  for  publicity.  Pioneering  the  now  com- 
mon practice  of  corporate  sponsorship  of  scientific  ventures, 
he  accepted  the  Dodge  Brothers'  offer  to  supply  a  fleet  of  cars 
and  signed  similar  deals  from  the  makers  of  Eveready  flash- 
lights, Smith-Corona  typewriters,  MJB  coffee,  Royal  Cord 
tires  and  many  other  products.  To  critics  who  accused  him 
of  selling  out,  he  replied,  "We  simply  endorsed  publicly  prod- 
ucts which  had  proved  their  worth." 

By  1930  China's  anti-imperialist  sentiment  had  reached 
new  heights,  and  the  government  refused  to  grant  Andrews 
permission  for  further  Gobi  expeditions.  He  returned  to 
New  York  and,  in  1935,  at  age  51,  became  director  of  the 
Natural  History  Museum.  Shortly  thereafter  he  began 
broadcasting  a  radio  adventure  series,  and  fan  mail  poured 
in,  including  this  letter  from  an  18-year-old  girl:  "I  think  to 
be  loved  by  you  would  be  to  know  and  experience  the 
essence  of  the  love  of  all  men  in  one  being.  I  am  well  nigh 
fainting  with  the  imagery."  She  pleaded  that  he  meet  her  at 
the  Pierre  for  tea. 

By  1942  detractors  accused  Andrews  of  glo- 
rifying himself  while  shirking  the  museum's 
administrative  responsibilities  and  forced 
him  to  resign  as  director.  He  lin- 
gered on  in  lesser  capacities  and 
was  still  working  at  the  museum 
when  Gallenkamp — a  young  appren- 
tice— met  him  there  in  the  late  1940s. 
Gallenkamp  had  read  Andrews'  1943  au- 
tobiography Under  a  Lucky  Star  (now 
out  of  print),  became  an  archaeolo- 
gist himself  and  resolved 
someday  to  write  an  Andrews 
biography.  The  museum  granted  him  access 
to  its  files,  and  in  1986  Gallenkamp  finally 
got  down  to  work.  With  Dragon  Hunter  the 
onetime  apprentice,  now  71,  has  paid  full 
homage  to  his  old  boss'  fantastic  life.  F 

Corporate  caravan:  Cars  donated  by 
Dodge  made  possible  Andrews'  trek 
across  the  Gobi's  uncharted  wastes. 
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s  c  E  N  E  s  I  Loosening  one's  tie?  Dining  with  women?  Welcome  to  London's  new,  unstuffy  club. 


BY  MATTHEW  SWIBEL 

CONJURE  UP  AN  IMAGE  OF  A 
traditional  men's  club,  and  you 
think  of  a  dank,  wood-paneled 
room  where  half  the  members  are 
pushing  80  and  the  other  half  are  dead. 

So  what  were  300  young  executives, 
entertainers  and  otherwise  swinging 
Londoners  doing  last  month  at  Home 
House,  a  private  club  in  Portman 
Square?  They  came  for  an  Oscar  night 
party — R.E.M.  frontman  Michael  Stipe 
rubbing  elbows  with  Countess  Raine 
Spencer  (Princess  Diana's  stepmom) — 
guzzling  vino  until  sunrise. 

Long  live  the  newfangled  gentle- 
man's club,  a  sanctuary  where  fun 
holds  sway  and  doing  business  is  not 
discouraged — as  it  is  at  some  tradi- 


tional clubs  that  forbid  the  use  of  cell 
phones  or  the  display  of  business  docu- 
ments. At  Home  House,  heavy  hitters 
from  Merrill  Lynch  and  Credit  Suisse 
First  Boston  can  do  deals  with  Lon- 
don's technology  and  media  elite. 

Who  gets  in?  Pierce  Brosnan,  Brad 
Pitt,  Garry  Kasparov  and  Monaco's 
Prince  Albert  have  all  made  the  club 
their  home  away  from  home.  Material 
mom  Madonna  joined  in  1999.  Home 
House's  owner,  Brian  Clivaz,  explains 
the  membership  policy:  "We  discrimi- 
nate against  lack  of  wit  and  talent.  Bor- 
ing people  won't  get  in."  You  also  have 
to  be  able  to  pay  a  $1,400  initiation  fee 
and  dues  of  $120  a  month.  Anything 
else?  "Nudity  is  discouraged,  and 
youthful  style  required." 


So  what  do  all  these  glam,  nonbo 
ing  types  do  at  Home  House?  In  pa 
the  same  thing  clubmen  do  at  older, 
stodgier  institutions:  They  forgather 
a  gothic  marble-and-mahogany  bar 
drink.  Except  here,  three  Sony  fl; 
screen  televisions  broadcast  financ 
news  from  around  the  globe. 

Housed  in  a  40,000-square-fc 
mansion  located  in  an  unfashional 
section  of  Mayfair,  the  club  has  18  bt 
rooms  (some  with  $10,000  four-pos 
antique  beds),  priced  from  $400  a  nig 
A  bargain  compared  with  the  $900  h 
sters  pay  for  a  one-bedroom  suite  at  1 
trendy  Metropolitan  Hotel  on  Pe 
Lane.  Clivas  predicts  his  club  will  tur 
profit  this  year  on  revenues  of  some  3 
million.  Membership:  about  2,300. 
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S7f  you  live  to  play  the  game 


this  is  where  you  live. 


C7o  those  who  believe  perfection  can  only  he  attained  in  a  dream,  we  heg 
to  differ.  At  Las  Campanas,  Lyle  Anderson  has  designed  a  Santa  Fe 

community  that  includes  36  holes  of 

'  m     ^^^^w*!        9^  Lr  ^^^^ 

nf^mW       '^fljnniSii  "  J       Nicklaus  Signature  golf  a 

world  class  Equestrian  Center  and 
a  Spa  and  Tennis  Center.  To  complete  the  dream  you'll  also  find 
spectacular  views  of  the  Sangre  de  Cristo  mountains.  Homesites  from 
the  mid-$200,000's.  Finished  homes  from  the  mid-$700,000's. 
For  more  information  send  in  this  coupon,  call  us  or  visit  our  website. 

800-992-4250,  dept  FLLOl 
www.lascampanas.com 


LAS  CAMPANAS 

SANTA     F  E 


ERFECTION  BY  DESIGN 


Name 


Address 


City/ State/ Zip 


Phone 

Complete  and  mail  to: 
Las  Campana<  Santa  Fe 
218  Camino  La  Tierra 
Santa  Fe,  NM  87501 
or  fax  us  at  505-983-3610 


Obtain  the  property  report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  ot  this  property  This  is  not  an  offering  to  residents  of  any  state  where  prohibited  by  law.  Warning:  The  California  Department 
of  Real  Estate  has  not  inspected,  examined  or  qualified  this  offering  An  offering  statement  has  been  filed  with  the  New  York  Department  ol  State  and  a  copy  of  such  offering  statement  is  available,  upon  request,  Irom  tbe  subdivides  The  filing  of  the  verified  statement 
and  offering  statement  with  the  Department  of  State  does  not  constitute  approval  ol  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Department  of  State  or  any  officer  thereof,  or  that  the  Department  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering 
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Innocent  Abroad 

volunteering|A  writer  spends  a  week  on  a  humanitarian 
visit  to  Haiti  and  returns  with  a  lifetime's  worth  of  experiences. 


BY  LEIGH  GALLAGHER 

FLY    OVER    HISPANIOLA  AND 
you  get  a  study  of  wrenching 
contrasts.  The  lush  green  moun- 
tains and  beach  resorts  dotting  the 
coastline  of  the  Dominican  Republic, 
the  eastern  two-thirds  of  the  island, 
give  way  suddenly  to  brown  clear-cut 
hills  and  dry  ravines,  scarred  with  dirt 
roads  and  half-built  huts.  This  is  Haiti, 
a  country  synonymous  with  failure 
and  home  to  8  million  souls. 

I  had  come  to  do  some  good,  taking 
one  of  those  volunteer  vacations  that 
have  become  so  popular.  A  few  months 
back  a  friend,  a  surgery  resident  in 
Boston,  had  asked  if  I'd  be  interested  in 
a  weeklong  humanitarian  trip  to  Haiti, 
organized  by  Hands  Together,  a  private 
nonprofit  with  headquarters  in  Port-au- 
Prince  and  Springfield,  Mass.  Founded 
in  1986  by  "i  homas  Hagan,  a  Catholic 
priest  and  r  chaplain  of  Prince- 

ton Universi  -  v  oup  runs  on  a  bud- 
get of  $1.2  m  on  (from  Catholic 
parishes  and  pn\  -  donors)  and  sup- 
ports schools  and  a  medical  clinic  in 


The  two  faces  of  Haiti:  A  flaming-tire  barricade  set  by 
Aristide  supporters;  students  at  a  Hands  Together  school. 


Port-au-Prince  and  some  50  drinking 
and  irrigation  wells  in  the  desert  sur- 
rounding Gonai'ves,  a  city  on  the  north- 
ern end  of  the  claw  that  juts  out  into  the 
Windward  Passage. 

I  was  prepared  for  misery  on  a  scale 
I  had  never  encountered  before — sort 
of.  I'd  read  the  right  books  and  brushed 
up  on  my  Haitian  history,  a  200-year 
saga  of  liberation  and  violence.  I  knew 
about  the  wretched  conditions  of  Cite 
Soleil,  the  unintentionally  ironic  name 


of  the  capital's  slums.  I  had  been  in 
munized  against  tetanus,  diphtheria,  t 
phoid,  polio  and  hepatitis  A;  had  be< 
taking  malaria  pills  for  two  weeks;  h; 
mail-ordered  heavy-duty  insect  rep< 
lent  designed  for  the  military. 

By  the  time  I  left  Hait: 
week  later  I  realized  I  rea 
hadn't  been  prepared  f 
much  of  anything. 

We  arrived  in  the  midc 
of  civil  unrest,  an  almc 
daily  occurrence  in  Port-a 
Prince.  Supporters  of  Pre: 
dent  Jean-Bertrand  Aristi 
had  taken  to  the  streets,  d 
manding  the  resignation 
the  opposition  party's  leac 
and  torching  cars  and  bloc 
ing  streets  with  burni 
tires — a  clear  threat  of  "neci 
lacing,"  a  gruesome  form 
execution,  and  a  signal  to  si) 
inside.  When  we  arrived  at  t| 
Hands  Together  residence 
spacious,  gated  house  in  t 
middle-class  neighborho 
of  Delmas,  we  were  met 
our  armed  security  guard. 

Our  first  day  we  spent 
Cite  Soleil,  a  shantytown 
200,000  people.  Tiny  n« 
row  streets  lined  with  i 
shacks  make  up  neighb( 
hoods  with  names  li 
Brooklyn  and  Bel  A. 
There  is  no  plumbing, 
when  it  rains,  runoff  frc 
open    sewers  cascac 
down  the  streets,  burni 
your  nostrils  with  t 
stench. 

Hands  Together's  four  schools 
with  their  whitewashed  concrete  wa 
brightly  colored  murals  and  courtyai 
lined  with  trees — are  like  an  oasis.  1 
children  are  bright-eyed,  clean  and  u 
formed,  not  like  the  kids  we  saw  on  1 
streets  eating  from  piles  of  trash.  Tl 
ran  up  to  us  when  we  arrived,  huggi 
our  legs,  tugging  at  our  hands  a 
yelling,  "Blan!  Blan!"  (the  Creole  wc 
for  white,  blan  is  a  term  for  foreignei 
After  playing  games  and  serving  lur. 
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FJduPont  REGISTRY      Luxury  Vehicles  Now  Available  on  rUl  LJtrfr 

I  ^  t  A  Buyers  Gallerv  of  Fine  Automobiles 


A  Buyers  Gallery  of  Fine  Automobiles 

www.Forbes.com/lifestyle/vehicles/ 


995  FERRARI  F50  $775,000 

led  with  black  leather  and  red  inserts.  Only  146  original  miles.  Full  service 
acently  performed  by  authorized  dealer.  100%  perfect,  as  new  condition.  Comes 
omplete  with  all  the  original  F50  goodies:  F50  photo  album,  books,  tools,  lug- 
age,  special  driving  shoes,  the  works!  Luxury  tax  paid         Rosemont,  PA 


2001  BMW  M-3  $63,900 

Bright  red  with  gray  interior.  Comes  with  luxury  package,  CD  changer,  Zenon  head- 
lamps. The  automotive  enthusiasts  have  been  waiting  for  this  land  rocket  and 
now  it's  here.  Pompano  Beach,  FL 


)01  PANOZ  ESPERANTE  $79,868 

bw  in  stock.  Be  among  the  first  to  take  delivery  of  this  exciting  new  sports  car. 
ie  are  now  accepting  orders  for  early  delivery.  Soon  to  be  a  sell  out.  Nationwide 
■  livery  available.  Carmel,  IN 


2001  LAMBORGHINI  DIABLO  6.0  $299,000 

Yellow  with  black  interior,  top  of  the  line  $30,000  upgraded  stereo  system  that 
includes  a  rear  wing  video  camera  with  GPS  Navigation  system.  Truly  the  most  exot- 
ic car  ever  produced.  Save  thousands  in  luxury  tax.  Remainder  of  warranty 

Chicago,  IL 


31  PORSCHE  911  (996)  TWIN  TURBO  $149,900 

5  spectacular  example  is  finished  in  red  and  comes  with  all  the  luxury  ameni- 
including  Tiptronic  S  transmission,  lumbar  support,  supple  ieather,  headrest 
bs,  caps  and  much  more.  New  York,  NY 


2000  ROLLS-ROYCE  SILVER  SERAPH  $225,995 

Black  w/  Tan  int.  12  Cylinder  300mi.  Black  over  autumn  tan  hides,  special  steer- 
ing wheel,  sunroof,  veneered  door  panels,  2nd  phone  for  rear  passengers. 

Los  Angeles,  CA 


Search,  find  and  buy  luxury  vehicles  at 
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in  the  schools  we  headed  back  to  Del- 
mas  to  Mother  Teresa's  Missionary  Sis- 
ters of  Charity  orphanage.  A  malnour- 
ished little  girl  stopped  crying  the 
minute  I  picked  her  up — and  began  to 
weep  as  soon  as  I  tried  to  put  her  down 
for  a  feeding.  One  baby  boy  was  so 
weak  he  couldn't  hold  his  head  up 
when  I  fed  him  chicken  soup.  These 
were  the  "healthy"  ones.  In  another 
room  half  the  babies  were  on  IVs. 

The  next  day  I  witnessed  suffering 
unlike  anything  I'd  ever  seen.  At  the 
Missionary  Brothers  of  Charity  men's 
hospital  in  Cite  Soleil,  one  patient's  face 
was  badly  disfigured  as  a  result  of  un- 
treated cancer.  Another  man  suffered 
horribly  from  elephantiasis  of 
the  scrotum.  Nearly  all  had  tu- 
berculosis. While  the  doctors  in 
our  group  attended  to  the 
worst  cases,  all  I  could  offer  was 
company  and  conversation  in 
French,  but  they  were  happy  to 
have  it.  Patients  who  could 
barely  breathe  summoned  me 
over  to  ask  me  who  I  was  or  to 
tell  me  about  themselves.  One 
asked  if  he  could  have  three 
dollars.  A  teenage  boy  suffering 
from  AIDS,  with  open  sores  on 
his  feet,  asked  me  to  bring  him 
books  next  time  I  visited.  A 
young  woman  who  was  visiting 
her  brother  wanted  to  know  all 
about  my  life  in  New  York. 
Where  did  I  live?  Did  I  take 


up  on  street  corners  in  our  neighbor- 
hood. But  none  were  burning  and,  de- 
spite the  reports,  we  still  hadn't  seen 
any  protesters.  We  had  dinner  that 
night  with  an  American  volunteer  who 
made  light  of  our  fears.  Maureen 
Nielsen— a  gregarious  33-year-old 
Rochester,  N.Y.  native  with  a  booming 
voice  and  a  big  heart — first  came  to 
Haiti  under  peace  and  justice  missions 
with  the  U.S.  government  in  1992.  She 
stayed  for  three  years,  working  for  Aris- 
tide  at  one  point,  and  recently  returned 
to  live  and  work  at  an  orphanage  for 
girls.  She  spent  most  of  the  meal  talk- 
ing about  her  love  for  her  adopted 
country.  If  she  didn't  have  family  and 
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taxis?  Did  I  have  a  boyfriend? 

During  the  day  Cite  Soleil  is 
bustling  with  vendors  selling  black- 
market  goods,  women  balancing  bas- 
kets of  fruit  on  their  heads  and  children 
playing  in  the  streets.  But  it  ceases  to  be 
Sun  City  after  sunset.  There  is  no  elec- 
tricity; at  night  the  entire  3-square-mile 
slum  goes  dark. 

Around  us  violence  was  escalating. 
Sitting  in  the  living  room  on  our  sec- 
ond night,  we  heard  a  loud  pop.  Then 
another.  Gunshots.  The  guard  moved 
the  shotgun  from  the  table  to  his  lap. 
Far  away?  I  asked.  He  shook  his  head. 

The  following  morning,  on  our  way 
to  the  slums,  we  saw  stacks  of  tires  piled 

276     FORBES"  May  14,  2001 


While  the  doctors  attended  to 
the  worst  cases,  all  I  could  offer 
was  company  and  conversation. 


friends  in  the  U.S.,  she  claimed,  she 
would  never  go  back.  She  had  just  sent 
an  e-mail  to  Oprah  Winfrey  urging  her 
to  produce  a  spot  on  the  warmer  side  of 
Haiti.  The  American  press  focuses  only 
on  violence,  she  insisted.  "You're  a  jour- 
nalist," she  challenged,  turning  to  me. 
"Go  back  and  tell  the  real  Haiti  story." 

We  left  early  for  an  overnight  trip  to 
the  countryside  the  next  day.  Two  hours 
into  our  journey  up  the  cratered  dirt 
road  to  Gonai'ves,  we  were  halted  by  a 
group  of  thugs  who  had  used  logs  and 
sticks  as  a  makeshift  blockade.  They  de- 
manded money  to  let  us  pass — then  re- 
lented after  recognizing  our  van  from 


past  humanitarian  trips.  A  few  mil< 
later  we  saw  burning  tires  in  the  roa 
In  Gonaives  we  passed  the  remnants 
a  flaming  road  blockade  and  the  smo 
dering  shell  of  a  car  recently  torched. 

Coming  back  to  Port-au-Prince  tl 
next  evening  was  a  descent  into  eer 
darkness.  The  electricity  was  out  at  tl 
house;  a  blue  bug  light  burned  in  tl 
front  room.  Father  Tom  Hagan  ar 
two  doctors  who  had  stayed  behi 
were  waiting  outside  with  serious  fact 
Something  was  wrong. 

Maureen  Nielsen  was  dead.  Hou 
earlier,  in  broad  daylight,  a  robb 
had  shot  her  in  the  neck  on  a  bu 
street  less  than  a  mile  from  our  hou 
She  had  just  come  from 
bank  where  she  intended 
cash  a  check,  but  had  forge 
ten  her  passport.  She  had 
money  on  her. 

Over  a  dinner  of  rice  ai 
sos  pwa,  a  simple  bean  sau« 
Father  Tom  led  us  throu 
prayers  for  Maureen,  her 
sailant  and  the  people  of  Ha 
It  was  our  last  night.  We  h 
plans  to  visit  the  Hotel  Olo 
son,  a  hangout  made  famo 
by  Graham  Greene's  The  C 
medians.  But  we  were  in 
mood  to  go — and  were  afr 
to  leave  the  house  until  we  h 
to  the  next  day. 

Things  got  worse  after 
left.  While  attending  mass 
Cite  Soleil  our  group  hec 
gunfire.  Armed  thugs  threatened  1 
schools'  principals  and  surrounded 
van  in  an  attempt  to  steal  it.  No  one  v 
hurt,  but  Hands  Together  shut  down 
Cite  Soleil  operations.  In  protest,  3,( 
parents,  children  and  teachers  marcl 
to  the  presidential  palace.  Father  T« 
sat  down  with  an  Aristide  aide,  w 
pledged  to  send  security  and  to  jail  th 
responsible  for  the  violence.  The  schc 
reopened  ten  days  later.  But  if  the  thre 
persist,  Hands  Together  may  shift 
focus  from  the  slums  to  its  country* 
operations.  The  U.S.  embassy  says 
looking  into  Nielsen's  murder.  So  far 
suspects  are  in  custody. 
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Automotive 

1-800-TO-ACURA 
www.acura.com 

1.  Chevrolet:  Corvette 
www.chevrolet.com/corvette 

2.  Chevrolet:  Impala 
www.chevrolet.com\lmpala 

UJeep 
www.jeep.com 

3.  Lincoln  Navigator  (2001) 

1-800-688-8898 
www.lincolnvehicles.com 

Toyota  Motor  North  America 

www.toyota.com/tomorrow 

Business  to  Business 

4.  Kelly  Services 

1-888-GO-KELLY 
www.kellyservices.com 

5.  Sharp  Electronics  Corp. 

1-877-78-connect 
www.sharp-i'sa.com 

Consumer  Products/Services 

6.  Allen-Edmonds 

1-800-235-2348 
www.allenedmonds.com 

7.  Infiniti  (2001) 
1-800-706-9923 
www.infiniti.com 
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1-800-345-2210 
www.visitbh.com 
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www.hilton.com 
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www.peninsula.com 

Travel 
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www.AA.com 
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www.alcatel.com 
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www.agilent.com 
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www.lucent.com 

19.  Corning 
www.corning.com 

20.  Worldcom 
www.worldcom.com 

21.  Cingular 
www.cingular.com 
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22.  Puerto  Rico  Industrial  Development 
Company 

Business  Classified 

23.  Bighitters,  Inc. 

www.sports-casino-betting.com 

24.  Xirtrix  Gaming  Technologies 
1-888-999-4496 

25.  Delaware  Business  Inc. 
wwjv.e-incorporate.com 
1-800-423-2993 

26.  Equilio 
1-800-203-8119 
www.equilio.com 

27.  Publishers  Guild 
1^00-675-6144 

HSteven  Sears  CPAyAttorney 
1-714-544-0622 
www.searsatty.com 

28.  Worldwide  Business  Consultants 

1-800-733-2191 

29.  Out  of  the  Closet  Thrift  Stores 

www.outoftheclosetinc.com 

30.  Karakorum  Racing  Team 

1-800-745-9701 
www.krtol.com 

31.  Capital  Asset  Management 

www.assetprotection.com 
1-800-710-0002 
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BusinessClass 


Business  Opportunities 


'BUSINESS 
PARTNER 


•Registered  agent  services 
•U.S.  bank  accounts  opened 
•Nominee  director  services 
Delaware  Incorporation  Handbook 
Delaware  Business  Incorporators,  Inc. 
800.423.2993 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Profits. 
Complete  Training.  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675 


Legally  &.  Ethically 


Own  YOUR  Own 
OFFSHORE  BANK 

FREE  Report 

800-733-2191 


OFFSHORE 


❖Companies 
♦Banking 
♦Credit  Cards 

♦Privacy        Capital  Asset 

J  Management 
(800)710-0002      Pre*  Brochure 
Visa/MC/Amex  www.assetprotedion.com 


Own  Your  Own  Casino 

Let  us  set  you  up  as  the  owner  of 
your  own  licensed  online  casino. 

100%  turnkey,  no  computer 
experience  or  knowledge  required. 

Starting  at  $12,500. 
Call  888-999-4496 


Ex-lawyer  needs  associates  to  offer 
unique  financial  services  to  make 
clients  lawsuit-proof.  All  the  local 
appointments  you  can  handle. 
State-of-the-art  marketing  tools. 
Huge  demand.  Extremely  high 
income  with  lifetime  residuals  in 

multi-billion  dollar  market. 
Candidates  must  be  bondable, 
have  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 


THORO-BREDS 


AQUEDUCT/BELMONT/SARATOGA 

Partnerships  from  $5,500 
Karakorum  Racing  Team 

1-800-745-9701 

www.krtol.com 


WHY  DIDN'T  I  THINK  OF  THAT 


That's  the  response  we  hear  after  we 
explain  our  unique  and  exciting 
opportunity.  If  you're  looking  for  a 
simple  business  with  HIGH  INCOME 
POTENTIAL  and  absolutely  no 
downside,  let's  talk.  Investment 
required. 


Call  1-800-675-6144 


$  OVER  THREE  BILLION  $ 


WORTH  Of  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  lo  Small  Retail  Shops 
No  Cost  To  Review  Businesses 

To  Buy  or  Sell 
1-800-999-SALE • 1-972  980-9969 
www.gwbs.com 
GREAT  WESTERN  BUSINESS  SERVICES.  INC. 


NATIONWIDE 


Hair  Restoration 


The  Natural  Decision 


MEDICAL  HAIR 
RESTORATION" 

MORE  THAN  30  LOCATIONS  NATIONWIDE 

|  Call  for  a  Free  Video  &  Brochure 

11-888-889-7703 

nedicalhairrestorotion  com 


Capital  Available 


Guaranteed  Funding 


For  Startups  And 
Established  Businesses 


www 


worldwideangels 


com 


Vacation  Rentals 


Montana  Ranch 
Weekly  Vacation  Rentals 


Four  miles  Blue  Ribbon  Trout  stream 
Luxurious  one  and  two  bedroom  houses 

312-943-1119 

Website  at  www.TriangleranchMT.com 


Aviation 


CHALLENGER  600,  S/N  1012 


tfrW;  COMBS 


AIRCRAFT  SALE: 


(800)  822-6145- (214)  956-1011 


Charge  your  ad... 

VISA 


Forbes  Subscriber  Service... to  order,  change  address  or  other  customer  service,  call  1-800-888-9896 
For  information  and  rates  on  advertising  in  the  next 
Forbes  Business  Classified  Section  contact: 

Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only) 
Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


Wagering 


Franchising 


PAINTING 

S  BODYWORKS 

NOTHING  SUCCEEDS 
LIKE  SUCCESS! 


Be  a  part  of  MAACO'S  UNPRECEDENTED  track  mora1  oi  success.  Out  most  successful 
franchise  owners  joinetl  our  family  from  various  careers  in  sales,  management  and  business, 
with  no  previous  automotive  experience.  We  have  sites  available 
I  throughout  the  United  Stales.  Minimum  $65k  reguirei 

Our  concept  is  unchallenged 
We  have  over  28  years  of  experience  behind  us 
Oieck  out  the  success  of  our  owners,  and  take  a  real  look  at  MM(0! 

Visit  our  website  at 

www.fran<hise.maa<o.<om 

1-800-296-2226 


Win  Big!  All  Pro  and  College  Sports, 
Blackjack,  Roulette,  Slots,  Poker,  Baccarl, 
Ponies  and  more.  Come  break  the  bank! 


US,  U.K.  &  France 


GQUILIO 


never  limit  your  options 


www.equilio.com 


Shoes 


MEN:  BE  TALLER!! 


TIRED  OF  BEING  j 

SHORT'    TRY  j^^-^w 

OUR     HEIGH  I  f^i^fefcj^X. 

MEN  UP  TO  3" 

TALLER.  OVER  '  

100  STYLES  HIDDEN  HEIGHT  INCREASER 
IN  BUSINESS  SINCE  1939  MONEYBACK 
GUARANTEE  CALL  OR  WRITE  TODAY  FOR 
FREE  CATALOG 

www  clevatorshoes  com  rm 

ELEVATORS  "  U 

RICHLEE  SHOE  COMPANY,  DEPT.  FB15 
PO  BOX  3566.  FREDERICK.  MD  21705 


1-800-343-3810 


Charge  your  ad... 


Charitable  Organizations 


Help  support  Pediatric  AIDS  and  Breast 

Cancer  patients.  Cash  and  other  tax- 
deductible  donations  needed.  Non-profit, 
501  (c)(3)  charity.  Toll-free  (866)  250-1959 

www.outoltheclosetinc.com 

outoftheclosetfhriflstores@yahoo.com 


Out  of  the  Closet  Thrift  Stores 


Legal  Services 

ASSET  PROTECTION 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•Maximum  Privacy  •  Tax  Savings 
•  Estate  Planning  •  Global  Investments 


Steven  Sears,  CPA  •  Attorney  at  Law 

714-544-0622 » www.searsatty.com 


Forbes  Subscriber  Service. ..to  order,  change  address  or  other  customer  service,  call  1-800-888-9896 

For  information  and  rates  on  advertising  in  the  next 
Forbes  Business  Classified  Section  contact: 

Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only) 
Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


THOUGHTS 

On  the  Business  of  Life 


Because  dancing  and  loud  music  have  never  been  this  man's  dish,  I've  thumbed  down 
suggestions  to  try  Studio  54,  the  dazzling  den  of  din.  But  having  been  invited  to  54's 
reopening,  we  were  able  to  get  through  the  milling  sidewalk  mob  on  being  identified  as 
"working  press."  The  man  who  conceived  Studio  54,  Steve  Rubell,  really  is  some  sort  of  diabolical 
genius.  He's  had  all  of  supposedly  sophisticated  New  York  clamoring  on  the  sidewalk  to  get  into  a 
disco  that  can't  be  much  different  from  others  around  town.  — MALCOLM  S.  FORBES  ( 1 978 1 


Dancing  is  a  sweat  job. 

—FRED  ASTAIRE 


No  dancer  can  watch  Fred  Astaire 
and  not  know  that  we  all  should  have 
been  in  another  business. 

—MIKHAIL  BARYSHNIKOV 


Nothing  is  more  revealing 
than  movement. 

—MARTHA  GRAHAM 


In  my  ballets,  woman  is  first.  Men 
are  consorts.  God  made  men  to  sing 
the  praises  of  women.  They  are  not 
equal  to  men:  they  are  better. 

—GEORGE  BALANCHINE 


A  good  education  is  usually  harmful 
to  a  dancer.  A  good  calf  is  better 
than  a  good  head. 

—AGNES  DE  MILLE 


Dancers  aren't  pompous; 
they're  too  tired. 

—JOSE  LIMON 


Ballet's  image  of  perfection  is  fashioned 
amid  a  milieu  of  wracked  bodies,  fevered 
imaginations,  Balkan  intrigue  and 
sitlfurous  hatreds  where  anything 
is  likely,  and  dancers  know  it. 

— SHANA  ALEXANDER 


One  of  the  few  things  in  dance 
to  match  the  Royal  Ballet's  curtain 
calls  is  the  Royal  Ballet's  dancing. 

— CLIVE  BARNES 


Balanchine  has  trained  his  cat 
to  perform  brilliant  jetes  and  tours 
en  l'air;  he  says  that  at  last  he  has 
a  body  worth  choreographing  for. 

—BERNARD  TAPER 


He  who  cannot  dance 
puts  the  blame  on  the  floor. 

—HINDU  PROVERB 


To  shake  your  rump  is  to  be 
environmentally  aware. 

—DAVID  BYRNE 


The  Twist  was  a  guided  missile  launch 
from  the  ghetto  into  the  heart  of  subut 
bia.  The  Twist  succeeded,  as  politics,  n 
ligion  and  law  could  never  do,  in  writ; 
in  the  heart  and  soul  what  the  Supren 
Court  could  only  write  on  the  books. 

— ELDRIDGE  CLEAV 


As  a  student  of  American  culture,  I  an 
willing  to  argue  that  the  Twist  is  a  val 
manifestation  of  the  Age  of  Anxiety. 

—MARSHALL  FISHWI 


Dancing  begets  warmth,  which  is  the 
parent  of  wantonness. 

—HENRY  FIELDI 


A  Text... 

But  if  ye  bite  and  devour  one 
another,  take  heed  that  ye  be  not 
consumed  one  of  another. 

— GALATIANS  3 

Sent  in  by  Morgan  Pease,  Castleton,  1 
What's  your  favorite  text?  The  Forbes  Boo 
Quotations:  Thoughts  on  the  Business  of  Li 
given  to  senders  of  Bible  texts  used. 


More  than  1 4,000  "Thoughts,"  arranged  alphabetical 
subject,  are  available  in  a  900-page,  one-vol 
deluxe  edition,  Tfie  Forbes  Book  of  Quotations:  Tliougb 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  ship 
and  $1  per  item  for  handling  (add  applicable  sales 
To  order,  please  call  toll-free,  1-800-876-6556. 
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usincss  Analytics 


Any  business  insurer  knows  the 
importance  of  risk.  How  many 
know  the  importance  of  a  pencil? 


You've  lost  thousands  of  them  in  y 
lifetime.  But  this  one  is  special— for  the 
simple  reason  that,  as  you  use  it  to 
write  next  year's  plan  or  proposal,  you 
can  look  down  at  your  company's 
name  and  catch  a  quick  glimpse  of 
how  far  you've  come.  To  understand 
what  moves  business,  you  have  to  under- 
stand what  moves  business  people. 


INSURANCE  IN  TOUCH  WITH  BUSINESS 


For  more  information,  see  an  independent  agent  or  broker,  or  visit  www.cna.com 

CNA  is  a  service  mark  and  trade  name  of  the  CNA  Financial  Corporation.  Copyright  2000-2001 .  All  rights  reserved. 
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LEAUS. 


It  arrives  with  an 
aluminum-alloy 
convertible  hard- 
top that  disappears 
with  the  press  of 
a  button.  In  a  mere 
25  seconds,  no 
less.  It  flaunts  an 
impressive  4.3- . 
■  liter.  300-hp  V8 
engine  enhanced 
by  continuously 
\hriable  Valve 
Timing  with  intelli- 
gence (yvT^ri). 

Huge  18- inch  wheels, 
with  available  run- 
flat,  low -profile 
pcrjorniance  tires, 
grip  the  road  and 
can  be  driven  up 
to  100  miles  with 
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no  air  pressure' 
Vehicle  Skid  Control 
(VSG)and 
Traction  Control 
(TRAC)  help 
promote  confident 
performance  in 
unkind  conditions. 
It  boasts  an 
unparalleled, 
nine-speaker 
Mark  Levinson^ 
audio  system 
that  will  even 
adjust  to  whether 
the  top  is  up 
or  down:  low! 

- 

could  say  it  's  an 
automobile  that 
has  everything. 
Except  the 


jo/  top. 
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Lexus  reminds  you  to  wear  seatbelts,  secure  children  in  rear  seat,  obey  all  speed  laws  and  drive  responsibly.  For  more  information,  visit  our  Web  site  at  lexus.com  or  call  800-USA-lEXUS  1800-872-5398). 


Picking  a  stock  takes  more  than.  Seeing,  ft  takes  understanding.  VN  ho  is  this  company?  Where  are  thev 
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ng?  Janus  finds  meaning  in  the  reports,  data  and  figures.  Then  gets  behind  the  numbers.  Checks  out 
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Janus  Fund  2 


Janus  2.  a  new  diversified  moderate-risk  growth  fund  in  search 
of  the  world's  best  companies.  Launched:  December  29. 2000. 


the  leads.  Putting  together  the  big  picture  from  the  little  details  that  tell  the  story  of  a  company's  past. 
And  maybe  its  future.  When  it  comes  to  finding  opportunities  for  your  money,  Janus  cracks  the  code. 
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Say  good-bye  to  the  command- 
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Just  because  you're  good  at  one  thing 
doesn't  mean  you're  good  at  everything. 


Shaquille  O'Neal  was  virtually  a  unanimous 
selection  for  Most  Valuable  Player  in  the 
NBA.  But  the  skills  that  make  him  dominant  in  his  line 
of  work  don't  ensure  success  in  other  endeavors. 

The  same  applies  to  you.  Whether  you're  the  CEO 
or  COO,  chances  are  your  expertise  does  not  include 
managing  a  complex  Web  operation.  And  if  you're 
head  of  IT,  you  know  you  could  use  a  little  support. 

This  is  where  we  come  in.  We're  Digex,  and  managed 
Web  hosting  is  what  we  do.  In  fact,  Gartner 
Group  just  listed  us  as  a  leader  in  the  industry* 

Our  exclusive  Web  architecture  features 
proven,  engineered  solutions  for  your 


core  infrastructure.  We've  set  the  benchmark  with 
standard  10-day  installs.  We  also  specialize  in  complex 
solutions  to  address  your  particular  business  needs. 

Our  procedures  for  security,  change  management, 
and  disaster  recovery  have  been  validated  through  an 
Ernst  &  Young  review  which  cleared  the  way  for  us  to 
achieve  SAS70  Type  II  recognition.** 

Our  interactive  customer  portal  lets  you  monitor 
your  operations  at  all  times,  and  our  partnership 
with  WorldCom  provides  you  with  a  high-speed 
global  network. 

To  find  out  more,   please  visit  us  at 
digex.com/proven  or  call  1  -800-455-2968  ext.  920. 


Where  managed  hosting  began. 
Where  managed  hosting  is  going. 


May  2_U2D0i 


I  i 


56  Boardroom  Resolution 
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By  Andrew  M.  Seybold 
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or  company  that  we  missed?  Send  an  e-mail 
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By  Mail:  Forbes  Best  of  The  Web  magazine, 
90  Fifth  Avenue,  New  York,  N.Y.  10011 
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Outsourced  E-mail 
Promotions  Network 

Commerce  Network 
Member  Services 
Commerce  Solutions 


You  need  more  customers. .  . 

now  what?  h 


It's  time  to  take  advantage  of  the  e-centives®  Promotions  Network— the  easiest,  most 
cost-effective  way  to  reach  consumers  who  are  ready  to  buy. 

We'll  help  you  focus  your  marketing  efforts  and  increase  responses  to  your  promotions. 
How?  By  targeting  millions  of  savvy  shoppers  who  told  us  what  they  like.  Shoppers  who 
asked  to  receive  offers  via  personalized,  opt-in  e-mail  and  across  our  Network  sites— 
iVillage.com,  Excite.com,  USATODAY.com  and  more.  When  they're  ready,  shoppers 
redeem  their  offers  directly  through  you. 

Why  waste  time  or  money  chasing  a  shot  in  the  dark?  Our  sophisticated  technology  and 
client  services  team  will  make  sure  you're  always  on  target.  We'll  do  everything  for  you  — 
from  strategy  development  and  launch  to  tracking  and  reporting.  You  can't  miss! 

Reap  the  rewards  of  precision  marketing  with  consumers  who  won't  play  hard  to  get. 
Contact  the  e-centives  sales  team  today  at  1 -877-ECENTIVES  or  visit  us  online  at 
www.e-centives.com/corp. 


motions  Network  and  our  other  solutions,  visit  us  at  www.e-centives.com/corp  or  call  1.877.ECENTIVES. 


©  1999-2001  e-centives*,  Inc.  All  rights  reserved,  e-centives*  and  e-centives  logo  are  the  exclusive  trademarks  of  e-centives,  Inc. 
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Newsbits 
B2B  Directory 

Along  with  our  special 
coverage  of  partnering 
and  the  Magnetic  40 — 
the  best  companies  at  at- 
tracting and  managing 
strategic  alliances — we 
make  it  easy  to  find  the 
most  promising  B2B 
companies  on 
Forbes.com  the  Best  of 
The  Web  site. 

Go  to  www.forbes- 
best.com  and  click  on 
our  B2B  Directory  icon.  You'll  find  profiles  on  more  than  500  Web-based 
business-to-business  firms,  including  marketplaces,  enablers  and  ASPs. 

If  you'd  rather  use  the  Web  for  personal  matters,  our  Best  of  The  Web 
Directory  has  nearly  3,000  consumer  Web  site  reviews  ranging  from  sports 
and  brokers  to  home  buying  and  adventure  travel. 


Best  Bosses  for  the  Buck 


If  you're  a  shareholder  of  a  company,  there 
can  be  few  things  more  infuriating  than  the 
stock  price  go  down  while  the  chief  execu- 
tive's compensation  goes  up.  Yet  some  exec- 
utives are  underpaid  in  relation  to  the  value 
they  bring  to  their  companies. 

Forbes.com  looks  at  several  perfor- 
mance yardsticks  and  identifies  bosses  who 
do  the  most  for  the  least  reward. 

The  leader  in  terms  of  pure  numbers 
is  Warren  Buffett.  He  draws  a  salary  of  only  SI 00,000  per  year,  but  his 
one-third  stake  in  Berkshire  Hathaway  makes  him  one  of  the  world's 
richest  men.  Next  on  our  value  list  comes  K.S.  Adams  Jr.,  owner  of  the 
Tennessee  Titans  football  team  and  head  of  Houston-based  Adams 
Resources  &  Energy. 

For  the  complete  list,  visit  www.forbes.com/valueceos.  — Matthew  Herper 


New@Forbes.com 

Lifestyle  For  everything  you  want 
to  know  about  high-end  real 
estate,  collecting  and  luxury 
vehicles,  check  out 
www.forbes.com/lifestyles. 

People  Tracker  Keep  an  eye  on  the 
movers  and  shakers  who 
matter  to  you.  Create  free 
watch  lists  at  www.forbes.com/ 
peopletracker  and  get  updates 
on  compensation,  stock 
options  and  news. 
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MANAGEMENT  Unsigning  Bonus  It's 
a  strange  state  of  affairs  when 
companies  like  Intel  start  pay- 
ing people  not  to  come  work 
for  them.  Forbes.com's  Em- 
ployment Survey  reveals  the 
very  latest  trends  in  the  marke 
www.forbes.com/employment 

PEOPLE:  Pay  Fit  for  a  (Corporate) 
Prince  .An  interactive  version  ol 
our  annual  report  on  America' 
top  800  executives'  compensa- 
tion. www.forbes.com/ceos. 

VEHICLES  The  Greatest  Japanese 
Cars  of  All  Time  The  Japanese 
car  industry  isn't  as  old  as  that 
of  the  West,  but  in  less  than  40 
years  it  has  become  one  of  the 
world's  most  prolific. 
www.forbes.com/lifestyle/ 
vehicles. 
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TT  DoCoMo  in  focus 


i-mode  is  taking 
the  business  world  by  storm. 


he  i-mode  business  solution 

mode  has  literally  transformed  the  Japanese 
jllular  landscape,  creating  a  burgeoning  new 
larket  for  mobile  multimedia  services, 
articularly  in  the  business  world,  i-mode  based 
Dlutions  are  having  a  significant  impact  on  day- 
)-day  operations. 

listribution  industry 

ne  of  Japan's  leading  companies  in  the  field  of 
itegrated  distribution  services  has  turned  to 
mode  in  its  efforts  to  improve  customer 
Nations. 

Previously,  the  company  employed  vehicle- 
ased  communication  systems  that  were  expen- 
ve  to  replace,  limited  to  voice  transmission, 
nd  ineffective  when  drivers  left  the  vehicles, 
hese  factors  often  contributed  to  unacceptable 
elays  in  responding  to  customer  requests. 

i-mode  captured  the  company's  attention 
ecause  of  its  small  initial  investment,  superior 
lobility,  and  ability  to  transmit  both  images  and 
?xt.  Once  integrated  into  the  company's  infor- 
tation  system,  it  allowed  customer  centers  to 
Dmmunicate  directly  with  drivers  —  even  when 
way  from  their  vehicles.  Moreover,  precise 
jstomer  details  and  collection-and-delivery 
istructions  could  be  relayed  and  shared  with 
tmost  reliability  via  visual  data. 

A  resounding  success,  the  system  has  given 
le  company  an  edge  over  the  competition  in 
elivery  efficiency  and  customer  satisfaction.  It 


j-«JO£Js  JJJ  JSlpEIti  

NTT  DoCoMo's  i-mode  cellular  service  has  attracted 
over  22  million  subscribers  since  its  introduction  in 
Japan  in  February  1999,  accounting  for  over  60%  of 
the  company's  total  36  million  subscribers. 

With  the  press  of  a  button,  users  can  access  over 


has  also  sped  the  development  of  additional 
sales  functions  for  the  company's  truck  drivers. 

Anticipating  still  further  improvements  in  the 
quality  of  its  services,  the  company  is  now 
adding  new  i-mode  based  services  for  package 
inquiries,  delivery  completion  e-mail,  and 
delivery  receipt  certificate  requests. 


System  Configuration 


integrated  information  LAN 


-TJ 


Ofpl  □ 


Qlfpl  □ 


□  Q 


to-the-minute  information  is  directly  transmitted 
to  a  company  Web  site. 

Available  to  all  personnel  nationwide,  whether 
in  the  field  or  the  office,  the  company  site  helps 
keep  everyone  equally  informed  and  enables 
more  knowledgeable  decisions  ASAP.  According 
to  a  company  spokesman,  the  potent  combination 
of  i-mode  and  the  company  Web  site  is  painting  a 
more  accurate  picture  of  market  conditions  and 
contributing  to  the  company's  development  of  a 
more  effective  branding  strategy. 


i  *Tjl 
Top  menu 

O  Customer  Feedback 
%  Sales  reports 


Sales  industry 

A  major  sportswear  company  in  Japan  that 
operates  over  300  outlets  throughout  the 
archipelago  is  another  example  of  a  business 
that  has  benefited  from  i-mode. 

In  the  past,  the  company's  salespeople 
submitted  sales  reports  and  customer  feedback 
via  fax,  requiring  secretaries  at  the  head  office  to 
type  the  information  into  a  company  database. 
It  was  a  time-consuming  process  prone  to  errors 
and  delays. 

Since  April  of  last  year,  however,  over  600  of 
its  sales  coordinators  have  been  equipped  with 
compact  i-mode  phone  terminals  from  which  up- 


i-mode's  meteoric  rise  continues  unabated  By  the  8th  of  April,  the 
service  had  attracted  over  22  million  Japanese  subscribers. 


1,600  i-mode  menu  sites  and  40,000  voluntary  sites 
and  use  specialized  services  that  range  from  e-mail, 
online  shopping,  ticket  reservations  and  databases  to 
news,  entertainment  and  transactions  with  numerous 
Japanese  banks. 

i-mode  content  is  based  on  a  subset  of  HTML,  tne 
world's  de  facto  scripting  language.  This  makes 
conversion  from  Internet  content  a  remarkably  simple 
process  for  content  providers. 

DoCoMo  also  caters  to  user  demands  with  reason- 
able fees.  Through  the  advanced  packet  transmission 
system  of  NTT  DoCoMo,  users  are  charged  for  volume 
of  data  received,  rather  than  time  spent  online.  This 
promotes  longer,  more  frequent  visits.  In  fact,  over 
90%  of  i-mode  subscribers  are  active  users,  accessing 
an  average  of  1 1  sites  per  day. 

The  clarity  of  DoCoMo's  vision  has  been  critical  to 
i-mode's  success.  When  the  service  was  launched  in 
1999,  many  believed  there  was  little  room  for  growth 
in  Japan's  nearly  saturated  mobile  phone  market.  But 
DoCoMo's  confidence  that  data  traffic  would  open  up 
new  business  avenues  was  clearly  justified. 


Thanks  to  NTT  DoCoMo's  technological  leadership 
and  win-win  relationships  with  content  providers  and 
phone  vendors,  i-mode  keeps  evolving  by  leaps  and 
bounds.  New  Java  capabilities,  for  example,  allow 
users  to  download  applets,  receive  automatic  updates 
on  weather,  stock  prices,  company  appointments  and 
more.  When  the  high-speed  multimedia  power  of  3G 
arrives  —  through  FOMA,  the  world's  first  third- 
generation  mobile  service  —  there  will  be  no  end  to 
i-mode's  business  possibilities. 


Ttfephone  d>r«tcy<n 
ReiUuwii  guifltt 


i-mode  is  the  name  used  in  Japan  for  NTT  DoCoMo's  mobile  internet  service  FOMA  (Freedom  Of  Mobile  multimedia  Access)  is  the  name  used  in  Japan  for  NTT  DoCoMo  W-CDMA  services 


or  a  borderless  world 


NTT  DoCoMo,  Inc. 


www.nttdocomo.com 
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Is  Your  Company  Magnetic? 

Each  day  the  newspapers  are  filled  with  stories  of  the 
incredible  shrinkages  going  on  in  the  economy.  There 
are  firings  by  the  thousands.  Stocks  of  growth  compa- 
nies like  Cisco  have  been  decimated.  Capital  spending 
is  out  and  mergers  and  acquisitions  have  evaporated 
along  with  inflated  stock  prices.  What's  left  in  a  chief 
executive's  arsenal  for  growth? 

Partnering — joining  with  other  companies  to  share 
competencies,  collaborate  on  projects  and  save  money. 
Mature  companies  can  reinvent  themselves,  small  out- 
fits can  leapfrog  competitors  and  firms  of  all  sizes  can 
partner  to  enter  new  markets. 

Global  business  moves  at  a  much  faster  pace  today. 
Strategic  alliances  help  companies  keep  up.  They  are  not 
merely  an  alternative,  they  are  a  necessity.  The  Web  has 
awakened  big  companies  to  this  new  reality.  We  saw  the 
proof  last  year  when  stodgy  companies,  from  General 
Motors  to  Georgia-Pacific,  began  jumping  into  online 
consortiums.  In  2000  the  number  of  alliances  exploded 
to  more  than  10,200.  According  to  consultants,  more 
than  80%  of  top  executives  consider  strategic  alliances 
to  be  a  prime  vehicle  for  future  growth.  They  also  ex- 
pect alliances  to  account  for  25%  of  their  company's 
market  value  within  five  years. 

That's  the  good  news.  The  bad  news  is  that  most 
companies  in  the  U.S.  aren't  very  good  at  alliances.  It's 
kind  of  like  asking  an  airline  pilot  to  suddenly  become 
an  air  traffic  controller.  According  to  Accenture,  more 
than  half  of  all  alliances  fail  to  meet  partners'  initial  ex- 
pectations. That's  why  we  are  devoting  an  entire  issue 
of  Best  of  The  Web  to  strategic  alliances.  The  ability  to 
attract  partners  and  manage  alliances,  or  as  we  prefer 
to  call  it,  to  be  magnetic,  is  the  new  core  competency 
of  the  networked  age. 

In  BOTWs  Strategic  Alliance  Guide  you  will  learn 
how  big  companies  like  Coca-Cola,  Kmart  and  IBM  are  becoming  m< 
competitive  by  partnering.  Marital  Blisters  on  page  30  provides  y 
with  lessons  from  failed  alliances.  Find  out  the  realities  of  using  the  f 
as  a  collaboration  tool  in  Virtual  Teaming  on  page  48  and  in  Web  L 
on  page  54.  A  resource  guide  to  alliances  can  be  found  on  page  1 10. 

You  won't  find  many  other  journalists  focusing  on  this  subje 
The  juicy  headlines  go  to  bloody  takeover  battles  or  dot-com  dis 
ters.  Our  team  of  reporters  and  editors,  under  the  guidance  of  Sen 
Editor  Nikhil  Hutheesing,  interviewed  hundreds  of  experts  to  gen 
ate  the  Forbes  Magnetic  40.  The  profiles  start  on  page  64. 
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Fannie  Mae  helps  SQV6  home  buyers 

as  much  as  $30,000 
over  the  life  of  their  loans. 


(That  allows  the  Lee  family  to  move  into 
their  first  home,  and  start  Saving  money 

for  their  firstborn.) 


FannieMae 


Families  have  a  lot  of  plans  and  dreams  for  their  money.  And  buying  a  home 
is  a  big  one  on  the  list. 

So  at  Fannie  Mae,  we're  dedicating  our  energy  toward  lowering 
mortgage  costs  so  that  more  families  can  afford  homeownership 
and  still  have  some  money  left  for  other  important  things  in  life. 


vw.fanniemae.com 


And  we're  succeeding.  For  example,  we  help  lenders  offer 
mortgages  to  home  buyers  that  save  them  as  much  as  $30,000 
over  the  life  of  a  30-year  fixed-rate  conventional  loan. 

And  our  investment  in  technology  for  the  mortgage  industry,  such 
as  Desktop  Underwriter,®  is  helping  lenders  reduce  origination  costs 
by  as  much  as  $1,400  per  loan. 


Savings  like  that  add  up.  And  that's  important  to  us  because  there  are  a  lot  of 
families  out  there  with  big  plans  and  big  dreams.  And  fortunately,  now  they  are  affordable  dreams. 
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to  Katie,  Happy  Birthday.  How  old  are  you  Katie?  Happy  Birthday  t 

rou?  Happy  Birthday  to  Katie,  Happy  Birthday.  H 
^ppy  Birthday  to  Katie,  Happy  Birthday.  Ho 

Happy  Birthday.  How  old  are  you?  Happy  Birti 
day.  i«Hlay  to  Katie,  Happy  Birthday.  Happy  Birthday  to  K< 
i$ipHow  ofl^^^HKe?  Happy  Birthday  to  Katie,  Happy  Birthday,  h 
7  Happy  BirtffiH^^^^Kjappy  Birthday.  Happy  Birthday  to  Katie,  I 
iday  to  Katie,  H^^JH||y.  How  old  are  you  Katie?|Happy  Birthd; 


0  A  NINE  YEAR  OLD,  "OUT  OF  STOCK"  MEANS  "NO  BIRTHDAY  PRESENT." 


www.mic 


m/greatplains 


j  can  try  explaining  that  you  couldn't  get  her  toy  because  the  website's  storefront  wasn't  integrated  with  inventory, 
you  can  rely  on  Great  Plains  and  Microsoft-now  one  company-to  deliver  integrated  e-business  solutions. 
)re  than  140,000  customers  in  132  countries  already  do.  Visit  microsoft.com/greatplains  today. 

DOT  Great  Plains  Software  Inc.  All  rights  reserved.  Great  Plains  Software  Inc.  is  a  wholly-owned  subsidiary  of  Microsoft  Corporation. 
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Perspectives  By  James  W.  Michaels 


Don't  Buy,  Bond  Instead 


Partnering  is 
the  cheapest 
and  safest  way 
to  acquire  a 
competency 
you  lack. 


CHRYSLER  AND  DAIMLER-BENZ  MERGED  IN  1998 
to  the  blare  of  trumpets.  This  was  globalism 
made  fresh.  It  was  what  the  21st  century  was  all 
about.  But  Nemesis  was  soon  on  the  scene.  This 
year  the  Chrysler  division  will  lose  $2  billion  and 
lay  off  26,000  employees;  Daimler  has  problems  of  its  own. 
DaimlerChrysler  stock  has  lost  half  of  its  value,  dropping 
by  $50  billion. 

Who  blew  it?  Detrdit  blames  Stuttgart.  But  others  say 
Chrysler  was  already  an  accident  waiting  to  happen.  Either 
way  the  mess  has  given  megamergers  a  bad  name. 

The  example  probably 
wasn't  lost  on  Coca-Cola's 
board  last  year  when  it  de- 
cided not  to  buy  Quaker 
Oats.  Sticker  price  was  in- 
volved in  the  rejection:  At 
$16  billion  Quaker  was  too 
rich  for  Coke's  directors,  the 
astute  Warren  Buffett  among 
them.  But  the  board  was  cer- 
tainly also  aware  that  in  buy- 
ing another  company  you 
may  destroy  it. 

Happily,  mergers  and  acquisitions  aren't  the  only  way 
to  go  for  companies  trying  to  quicken  sluggish  growth. 
Strategic  alliances  can  work  as  well  or  better.  Never  mind 
the  pretentious  term — this  is  nothing  more  than  old- 
fashioned  partnering.  The  logic  of  partnering  is  becoming 
increasingly  obvious  among  Forbes  500  companies: 
Ericcson  and  Sony;  Ford  and  Navistar;  AT&T  and  NTT 
DoCoMo.  IBM  is  doing  so  many  strategic  alliances  it's  hard 
to  keep  track. 

Trying  to  create  a  competency  your  company  lacks  is 
costly,  time  consuming  and  often  doomed  to  failure.  Buy- 
ing it  via  M&A  is  expensive  and  tricky.  Partnering  is  the 
cheapest  and  safest  way:  no  dilution,  no  dangerous  lever- 
aging of  the  balance  sheet.  If  the  deal  doesn't  work,  dis- 
solve it.  In  this  issue  we  list  the  40  companies  that  top  their 
industries  in  partnership  skills.  This  is  a  quality  we  think 
will  take  them  far  in  the  next  few  years. 

Look  at  the  Coke/P&G  deal  again:  Procter  &  Gamble  is 
a  lot  stronger  than  the  company  Coke  was  going  to  buy. 
And  for  P&G,  Coke  was  a  dream  partner:  "We  couldn't 
compete  in  the  away-from-home  market — restaurants, 
ball  games,  delis  and  the  like,"  P&G  Chief  Executive  A.G. 
Laffey  told  Best  of  the  Web.  "We  needed  Coke  for  that." 

Technologically,  too,  strategic  alliances  are  the  wave  of 


the  future.  Partnering  on  tr 
current  scale  wouldn't  wor 
were  it  not  for  the  Interne 
which  can  connect  the  join 
venture  with  its  parents  in 
nearly  seamless  web.  Robe 
Timpson,  who  oversees  IBM 
dozens  of  strategic  alliances  i 
software,  manages  from  a  cor 
trol  center  where  he  has  rea 
time  access  to  his  dozens  of  a 
liances.  Seibel  Systems  repor 
lively  demand  for  its  partne 
ship  collaboration  software. 

With  the  spectacular  co 
lapse  last  year  of  the  do 
corns  and  ridiculously  overinflated  tech  stocks,  many  con 
panies  can  no  longer  use  stock  to  buy  their  way  to  growt 
nor  can  they  borrow  easily.  But  they  can  form  joint  ver 
tures.  Take  Amazon.com.  Instead  of  trying  to  bully  its  w 
into  the  toy  business,  this  fallen  angel  of  the  Nasdaq  (dow 
90%  from  its  high,  and  sporting  negative  net  worth 
teamed  with  Toys  "R"  Us.  Amazon  gets  to  spread  its  ove 
head  over  additional  volume;  Toys  "R"  Us  gets  an  efficiei 
Internet  distribution  system  after  failing  to  build  one  o 
its  own. 

A  recent  deal  between  mall  bookseller  Borders  an 
Amazon  shows  that  even  direct  competitors  can  find  con 
mon  ground  with  partnerships:  Borders  drops  its  mone; 
losing  Web  venture  and  uses  Amazon's  order-taking  an 
fulfillment.  Being  a  low-profit  middleman  for  other  pec 
pie's  merchandise  isn't  as  glamorous  as  Amazon's  origin 
goal  of  becoming  America's  favorite  store.  But  despite  ri 
mors  to  the  contrary,  you  can't  lose  money  on  every  sa 
and  make  it  up  on  the  volume.  Thanks  to  strategic  a 
liances,  Amazon  will  probably  survive. 

While  all  this  develops,  huge  companies  like  Xerc 
struggle  with  debt  piled  up  in  overambitious  M&As.  Merj 
ers  have  a  place,  but  frequently  partnering  is  the  better  wa 
I  suspect  Daimler's  lurgen  Schrempp  understands  that  nov 
so  must  Chrysler's  departed  chairman  Robert  Eaton.  Sho 
of  merger,  the  two  proud  companies  could  have  collabc 
rated  on  what  counts:  purchasing,  common  parts  and  pla 
forms,  new  products.  But  then  there  wouldn't  have  bee 
all  those  magazine  covers  and  TV  coverage. 


James  W.  Michaels  is  Editor  Emeritus  of  FORBES  magazine 
and  Group  VP/Editorial  of  Forbes  Inc.  E-mail  him  at 
jmichaels@forbes.com. 
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Some  people  just  seem  to  know  how  to  travel. 
Are  you  one  of  them? 


Wouldn't  it  be  nice  to  belong  to  an  alliance  that  recognizes  your  status  on  eight  of 
the  world's  finest  airlines?  Our  alliance  does  just  that,  along  with  giving  you  access 
to  more  lounges.  Smoother  transfers.  More  ways  to  earn  and  redeem  frequent 
flyer  miles,  And  over  a  quarter  of  a  million  people  to  help  every  step  of  the  way. 
Welcome  to  oneworld!" 


revolves  around  you 


AmericanAirfines 

Aer  Lingus 
BRITISH  AIRWAYS  ^ 

CS  Cathay  Pacific 
Fin  nam  S3 

IBERIA  B 

* 

LANCHILE 


For  specific  information  on  the  benefits  available  to  you,  contact  any  oneworld  alliance  airline.  Lounge  access  is  for  premium  cabin  and  selected  top-tier  frequent  flyer 
customers.  All  oneworld  benefits  are  only  available  to  passengers  on  scheduled  flights  that  are  both  operated  and  marketed  by  a  oneworld  member  airline.  (Marketed 
means  there  must  be  a  oneworld  member  airline  flight  number  on  your  ticket.)  American  Airlines.  Aer  Lingus,  British  Airways,  Cathay  Pacific,  finnair.  Iberia,  LanChile  and 

Qantas  are  all  trademarks  of  their  respective  companies. 

www.oneworldalliance.com 


Wherever  you  are,  whenever  you 
need  us,  a  company  of  the 
Allianz  Group  is  always  there 


for  you. 


Life  both  precious  and  fragile  needs  to  be  protected  as 
well  as  to  be  allowed  to  flourish.  The  Allianz  Group  as 
one  of  the  world's  leading  insurers  has  always  been  the 
partner  for  a  secure  future.  With  our  worldwide  pres- 
ence and  experience,  we  have  learned  how  to  turn  risks 
due  to  social  change  into  individual  opportunities.  And 
together  with  the  know-how  and  financial  backing  of  a 


truly  global  leader,  we  are  the  partner  you  can  rely  on. 

Allianz.  The  Power  Beside  You. 


Ml 


Allianz  (m) 


Allianz  Group.  Europe's  leading  global  insurer 
and  provider  of  financial  services. 
Allianz  Group  companies  in  the  U.  S.  are: 
Fireman's  Funds  and  Allianz  Life  of  North  America. 
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2000  Alliance  Heavyweights 


Name 

Alliances 

Name 

Alliances 

Microsoft 

69 

Hewlett-Packard 

40 

Mitsubishi 

52 

NEC 

40 

Hitachi  Ltd 

51 

Toshiba 

38 

Mitsui  &  Co 

51 

Fujitsu 

37 

IBM 

44 

America  Online 

•  31 

20  Most  Visited  B2B  Sites:  Past  and  Present 

Number  of  unique  visitors  (in  thousands) 


Source:  Newcap 


Best  of  the  Web  B2B  Graveyard 

Our  cemetery  is  filled  with  sites  that  didn't  survive  the  online  exchange  shakeout. 


Silo 

Investors 

lndustrialVortex.com 

Net  Value  Holdings 

Chemdex 

Ventro 

Promedix 

Ventro 

FoodUSA.com 

Venture  Investors 

Silicon  Valley  Oil 

Chevron 

FreightWise 

Burlington  Northern  Santa  Fe  Railroad 

CapacityWeb 

Divine  Inc. 

Bizbuyer.com 

CMGI 

H-Supply 

Noro-Moseley 

E7thShoes.com 

Morgan  Stanley  Private  Equity 

Zethus 

Goldman  Sachs 

Dell  Marketplace 

Dell 

Name                          March  2001 

Name                March  2000 

Vicinity.com 

2,713 

Vicinity.com 

2,078 

Microsoft  BCentral 

2,411 

RealNetworks.com 

1,637 

RealNetworks.com 

1,846 

DigitalRiver.com 

1,019 

DigitalRiver.com 

1,197 

Microsoft  BCentral 

796 

lbill.com 

1,044 

OnVia.com 

659 

Office.com 

n  A  r, 

948 

TechRepublic.com 

585 

B2BNow.com 

842 

lntranets.com 

574 

lnPhonic.com 

664 

MardenKane.com 

526 

Efax.com 

648 

Efax.com 

525 

TechRepublic.com 

566 

HotOffice.com 

519 

Uclick.com 

391 

SmarlAge.com 

426 

lntranets.com 

340 

lbill.com 

422 

CCNow.com 

299 

Thunderstone.com 

400 

worK.com 

LOO 

UiinflrDinnor  not 

nyperDanner.nei 

0  J3 

WebPoint.com 

239 

As5000.com 

346 

Learn2.com 

238 

Uclick.com 

315 

lnc.com 

198 

WellMed.com 

312 

Consonus.com 

193 

Learn2.com 

292 

OnVia.com 

165 

WebPoint.com 

281 

Cat.com 

156 

WellEngaged.com 

279 

Source:  Media  Metrix. 


First  Quarter  B2B  Traffic  Gainers ... 

Name  Number  of  unique  visitors  (in  thousands) ,  March  2001    First  quarter  change 


...  and  Losers 

Name  Number  of  unique  visitors  (in  thousands),  March  2001    First  quarter  ch: 


CCNow.com 
Office.com 
Work.com 
lnphonic.com 
lntranets.com 
lnc.com 
Learn2.com 
WebPoint.com 


119.9% 

PitneyWorks.com 

107.9 

SmartBiz.com 

80.1 

OnVia.com 

77.1 

TechRepublic.com 

76.2 

OigitalRiver.com 

59.7 

lntuitMarket.com 

55.6 

LanXTra.com 

53.2 

Consonus.com 

3     10     H     IS  13 


Source:  Media  Metrix. 


T 


Splitting  the 
Marketplace 

Leading  technology  providers  to 
industry-sponsored  marketplaces. 


Online  B2B  or  Bust 

By  2005  Jupiter  claims  42%  of  all  B2B  trade  will  be  online.  Computer  and  telecom  industries  will  lead  the  way. 


Computer/Telecom  Equipment 
Food  and  Beverage 
Motor  Vehicles  and  Parts 
Industrial  Equipment  and  Supplies 
Construction  and  Real  Estate 
Consumer  Goods 
Energy.  Oil  and  Gas 
Electronics 
Chemicals 
Pharmaceutical  and  Medical 
Metals  and  Mining 
Transportation  and  Freight 
Utilities 

Paper  and  Office  Prooutts 
Aerospace  and  Defense 
Agriculture  and  Farming  I 

Attn  o 


*o0 


■>o0 


600 


Source:  Jupiter  Communications. 


Source:  Jupiter  Communications 
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We  secure  the  Internet 


iWHHWHBHBB 


Nasdaq:  CHKP 

©  2001  Check  Point  Software  Technologies  Ltd. 


We're  the  #1 
Internet  Security 
provider  for  Global 
2000  companies. 

www.checkpoint.com 


Check  Point  - 

Software  Technologies  Ltd. 


We  Secure  the  Internet. 


Best /The 


Good-bye  mergers 
and  acquisitions.  In 
a  global  market 
tied  together  by 
the  Internet, 
corporate 
partnerships  and 
alliances  are 
proving  a  more 
productive  way  to 
keep  companies 
growing. 


Par 


BY  MATTHEW  SCHIFRIN 

JUST  ONE  WEEK  ON  THE  JOB  AND  COCA-COLA'S  NEW 
head  of  strategic  planning  is  already  talking  about 
revolution  at  the  $20.5-billion  soft-drink  conglom- 
erate. "My  mission  is  to  jump-start,  to  energize  this 
company,"  Steven  Heyer  tells  FORBES.  "The  ques- 
tion we  will  be  asking  from  here  on  out  is,  can  we  do  it  faster, 
smarter  or  cheaper?  If  not,  we  partner." 

On  behalf  of  Chairman  Douglas  Daft  and  the  Coke 
board,  Heyer  is  serving  notice  to  Coke's  37,000  employees 
that  they  have  made  a  mess  of  some  things  and  that  the  com- 
pany needs  outside  help. 

In  February  Coke  conceded  that  it  hadn't  been  good  at 
selling  nonfizzy  drinks  and  tossed  most  of  its  noncarbonated 
beverages  into  a  new  joint  venture  with  Procter  &  Gamble.  At 
the  same  time  P&G,  an  equally  stiff-necked  outfit,  was  con- 
ceding it  hadn't  done  a  good  enough  job  selling  snacks  and 
drinks  and  threw  its  Pringles  chips  and  Sunny  Delight  drinks 
into  the  joint  venture. 

An  admission  of  weakness?  Not  at  all.  Simply  a  recogni- 
tion that  the  old  hierarchical  corporate  structures  are  not 


flexible  enough  to  assure  growth  in  the  age  of  globalizatiol 
that  to  take  full  advantage  of  the  Internet,  a  business  orgl 
nization  has  to  dismantle  many  of  its  traditional  boun 
aries.  Two  months  after  the  Coke/P&G  deal  was  announce 
Sweden's  Ericsson,  its  mobile  handset  business  in  ruir 
turned  to  Japanese  multinational  Sony  for  help.  Sony  ai 
Ericcson  formed  a  joint  venture  to  make  and  market  wir 
less  handsets. 

This  may  be  the  most  powerful  trend  that  has  swe 
American  business  in  a  century:  Strategic  alliances  are  h» 
They  take  many  forms — outsourcing,  information  sharir 
Web  consortia,  joint  marketing.  The  most  radical  is  the  cc 
porate  partnership,  like  the  Coke/P&G  deal,  wherein  rv 
proudly  independent  companies  together  spawn  a  new  cor 
pany  in  many  ways  independent  of  its  parents. 

Technology  companies  like  IBM  and  pharmaceutic 
companies  like  Pfizer  already  have  partnering  built  into  th< 
operating  plans.  BEA  Systems,  an  infrastructure  softwa 
company,  spent  $200  million  last  year  to  develop  partr 
programs.  Eh  Lilly  hosts  partnership  training  classes  for 
managers  and  for  its  partners.  Many  young  companies,  li 
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ireless  access  provider  GoAmerica, 
ve  built  their  entire  business  models 
ound  teaming  with  companies  like 
>ny  and  RIM. 

According  to  Thomson  Financial, 
ere  were  5,200  new  strategic  alliances 
rmed  in  1996.  By  last  year  the  num- 
r  nearly  doubled.  While  mergers  and 
quisitions — the  M&A  business  so 
loved  of  Wall  Street — has  garnered 
e  headlines,  corporate  partnering  and 
her  strategic  alliances  are  just  as  nu- 
erous  (see  chart).  "M&A  is  a  blood 
ort,"  says  Accenture  associate  partner 
Dminic  Palmer.  "It  gets  all  the  press, 
it  strategic  alliances  are  more  impor- 
it  for  growth." 

Accenture,  the  giant  consulting 
m,  pays  particular  attention  to  this 
liet  phenomenon.  No  wonder:  It  es- 
nates  that  U.S.  companies  with  at 
ist  $2  billion  in  revenues  each 
rmed  an  average  of  138  alliances 
>m  1996  to  1999. 

Strategic  alliances  aren't  new.  What 
new  is  the  way  they  are  fast  becoming 
I  instrument  of  choice  for  companies 
sking  to  accelerate  growth.  Peter 
kar  of  Houlihan  Lokey,  Howard  & 
ikin  is  coauthor  (with  John  Harbi- 
n)  of  Smart  Alliances.  Pekar  agrees 
it  the  corporate  world  is  in  the  grip 
changes  of  historic  proportions. 

After  World  War  II  the  command- 
d-control  business  model  dominated 
th  its  top-down  approach.  The  staff  ad- 
sed,  the  boss  decided.  This  system 
lurished  the  not-invented-here  attitude, 
creasingly  this  model  is  unsuited  for 
day's  fast-paced  globalized  business 
>rld.  Indeed,  the  three  most  important 
isons  companies  form  alliances,  says 
kar,  are  growth,  access  to  competen- 
?s  like  technology, 
d  expansion  into 
w  markets.  E-mail, 
^-sharing  and  Web- 
sed  conferencing 
d  collaboration 
ols  make  alliances 
ross  corporate 
>undaries  workable. 

For  years  busi- 
ss  tried  to  solve  the 
oblem  of  growth 


with  mergers  and  acquisitions.  What 
you  lacked  you  could  acquire.  This 
was  a  bonanza  for  Wall  Street's  deal- 
makers,  but  most  mergers  don't 
work.  All  too  often  the  best  of  the  ac- 
quired assets  are  soon  e-mailing  re- 
sumes to  prospective  new  employers. 
In  the  1980s  M&As  were  sometimes 
cheap  enough  to  be  worthwhile,  but 
not  so  in  the  1990s  with  the  Dow  at 
ten  times  its  early  1980s  level.  In  the 
90s  M&As  were  often  ruinously  ex- 
pensive in  terms  of  debt  accrued, 
cash  depleted  and  equity  diluted. 

Back  to  Coca-Cola.  For  years  Coke  I 
was  killed  in  snacks  and  noncarbonated 
drinks  by  Pepsi.  Coke  Chairman  Doug 
Daft's  first  response  was  the  traditional 
one:  He  tried  to  buy  Quaker  Oats,  maker 
of  the  highly  successful  sports  drink 
Gatorade.  With  Gatorade  he  would  buy 
the  competencies  Coke  lacked. 

But  when  Warren  Buffett  and  other 
members  of  Coke's  board  saw  the  $16- 
billion  price  tag  last  year,  they  rebelled. 
Daft  went  back  to  the  drawing  board, 
and  the  partnership  with  P&G,  an- 
nounced in  March,  was  the  result. 

Into  the  50-50  joint  venture,  Coke  is 
putting  drink  brands  like  Hi-C  and 
Fruitopia.  P&G  puts  in  Pringles  chips 
and  healthful  noncarbonated  drinks 
like  in  Sunny  Delight.  P&G  also  tosses  in 
a  new  GrowthPlus  vitamin  fortification 
technology  and  1,300  other  patents. 
The  partnership  will  start  off  with  sales 
of  $4  billion. 

An  early  dividend  from  the  joint 
venture  will  come  soon  when  Pringles 
chips  are  offered  to  Coke's  16  million 
outlets. 

As  the  appointment  of  Steven 
Heyer  suggests,  this  isn't  going  to  be 


M&  As  VS.  ALLIANCES 
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3000 


•  M&A  transactions 


JV/Alliances 


Should  Wall  Street  bankers  be  dusting  off  their 
resumes? 


Source:  Thomson  Financial. 


Accenture's  Dominic  Palmer  ^nd 
Charles  Roussel:  Pushing  alliance 
officers  up  the  ladder. 


Coke's  last  such  alliance.  Heyer  is  an 
outsider  who  comes  to  the  Atlanta- 
based  company  by  way  of  Booz,  Allen 
then  Young  &  Rubicam  and  was  most 
recently  president  of  Turner  Broadcast- 
ing Systems.  Heyer  is  the  first  outsider 
to  be  hired  as  an  operating  president  in 
more  than  20  years.  "My  title,"  he  says, 
"is  president  of  new  business  ventures, 
but  I  am  also  in  charge  of  strategic 
planning  and  marketing  for  all  of 
Coca-Cola.  This  is  not  by  accident."  In- 
deed it  isn't.  Strategic  alliances  are  now 
likely  to  be  the  cornerstone  of  Coke's 
growth  strategy. 

Thus  Coke  is  also  expanding  its 
longtime  iced-tea  alliance  with  Nestle 
S.A.  A  new  jointly  managed  company 
called  Beverage  Partners  Worldwide  will 
offer  new  products  in  the  growing  "reju- 
venation" category  of  ready-to-drink 
coffees,  teas  and  herbal  drinks.  Both  op- 
erations will  report  directly  to  Heyer. 

"For  a  longtime  some  products  in 
Coke's  pipeline  were  hamstrung.  Not 
every  product  should  go  through  our 
bottlers,"  says  Heyer.  "My  job  will  be  to 
help  the  joint  ventures  produce  results 
in  as  short  a  time  as  possible." 

This  wouldn't  be  a  powerful  trend  if 
only  Coke  was  involved.  But  so  are 
many  other  top  U.S.  companies.  A  re- 
cent convert  to  the  power  of  alliances  is 
the  ailing,  $37-billion  Kmart,  in  Wal- 
Mart's  shadow  for  decades.  One  of 
Wal-Mart's  overwhelming  advantages 
is  its  efficient  buying  and  inventory  sys- 
tem. With  its  sagging  stock  price  and  $3 
billion  of  debt,  there  is  no  way  Kmart 
could  build  a  system  that  good. 
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So  in  February  Kmart  announced  a 
$4.5  billion  supply-chain  alliance  with 
grocery  wholesaler  Fleming,  which  re- 
cently centralized  its  procurement  and 
distribution  system  with  the  latest  tech- 
nology. Fleming  will  integrate  Kmart's 
buying,  inventory  control  and  logistics 
with  its  own.  A  joint  team  will  be  based 
in  Kmart  headquarters  working  with 
line  managers  to  save  money — some 
$400  million  is  hoped  for  in  the  first 
three  years.  Wal-Mart  aside,  the  alliance 
will  allow  Kmart  to  go  head-to-head 
with  grocery  chains. 

Of  course,  strategic  partnering  isn't 
new.  Dow  Corning  was  formed  in  1943 
by  Dow  Chemical  and  Corning  Glass 
Works  to  market  a  jointly  produced 
substance  called  silicone  through  an 
independent  company. 

Joint  ventures  can  grow  into  valu- 
able assets.  Last  month  Xerox,  desper- 
ate for  cash,  was  able  to  sell  half  its  50% 
stake  in  a  39-year-old  joint  venture,  Fuji 
Xerox  Co.,  to  partner  Fuji  Photo  Film. 
Xerox  remains  a  25%  partner;  it  pock- 
eted $1.3  billion  in  much-needed  liq- 
uidity at  a  time  when  the  capital  mar- 
kets had  closed  down  for  the  copier 
company. 

Globalization  is  a  major  force  be- 
hind partnering.  When  Wal-Mart 
wanted  to  expand  in  Mexico  in  antici- 
pation of  Nafta,  it  formed  a  joint  ven- 
ture with  Mexico's  Cifra.  Cifra  gave 
Wal-Mart  a  firm  base  and  greatly  short- 
ened its  learning  curve  about  the  Mexi- 
can market.  Cifra/Wal-Mart  is  now 
Mexico's  leading  retailer  under  the 
name  Wal-Mart  de  Mexico,  and  Wal- 
Mart  has  a  60%  stake.  Wal-Mart  has 
taken  that  experience  and  applied  it  to 
Brazil  and  other  parts  of  Latin  America. 

Technology,  too,  facilitates  strategic 
alliances,  with  the  World  Wide  Web 
serving  as  the  network  linking  child  to 
parent  and  parent  to  parent.  It's  no  ac- 
cident that  high-tech  companies  like 
IBM,  Cisco,  Microsoft,  AOL  and  Intel  led 
the.  way  in  creating  strategic  alliances: 
the  Internet  makes  alliances  across  po- 
litical and  corporate  boundaries  much 
easier.  "For  many  established  compa- 
nies, the  Web  has  legitimized  alliances," 
says  Charles  Roussel,  director  of  Accen- 


ture's  global  al- 
liance practice. 

Certainly  IBM  is 
an  enthusiastic 
convert.  Through- 
out its  history  IBM 
engineers  built 
their  own  hard- 
ware and  software 
platforms,  from 
the  IBM  PC  to  OS/2 
and  the  AS400.  IBM 
was  proudly  self- 
sufficient.  Louis  V. 
Gerstner  changed 
all  that  when  he 
blew  into  the  company  in  1993.  He  had 
come  from  American  Express  Travel 
and  RJR  Nabisco,  companies  that  relied 
heavily  on  outside  distribution  chan- 
nels. "It  was  hard  for  me  to  imagine 
doing  business  any  other  way,"  said 
Gerstner  in  a  recent  speech. 

Today  IBM  is  at  the  forefront  of  strate- 
gic alliances.  In  Building  1  of  its  glass- 
and-steel  complex  in  Somers,  N.Y.,  IBM 
software  alliance  guru  Robert  Timpson 
and  his  team  of  facilitators  sit  in  the  "war 
room"  and  survey  a  wall  covered  with 
procedural  charts  of  59  strategic  software 
alliances.  Timpson  monitors  each  strate- 
gic alliance  from  a  Lotus  Notes  extranet 
he  keeps  on  his  laptop. 

Timpson  explains  the  advantages  of 
partnering  for  IBM:  "Our  brand  has  al- 
ways been  associated  with  trust,  in- 
tegrity, reliability.  Unfortunately,  we  are 
not  always  viewed  as  the  hottest,  coolest 
or  fastest  to  a  programmer  from  Berke- 
ley." The  alliances  bring  the  hot,  the 
cool,  the  fast  where  IBM  needs  it. 

The  alliances  are  the  key  to  IBM's 
growth  strategy.  Partners  get  access  to 
IBM's  177,000-person  global  sales  force 
and  service  providers.  IBM  gets  the 
partners'  promise  to  adapt  their  soft- 
ware to  IBM's  mainframe  and  middle- 
ware platforms. 

Is  it  working?  You  bet.  IBM  wants  to 
nearly  double  its  strategic  software  al- 
liances to  more  than  100  partners  by 
year-end. 

Partner  or  die.  Yet  the  sad  fact  is, 
most  American  companies  still  don't 
get  it.  The  older  industries — financial 


services,  forest  products,  metals  and  i 
tailing — are  still  operating  in  a  bu 
and-build,  command-and-contr 
mentality.  Even  with  Coke,  allianc 
builder  Heyer  admits  he  will  need 
create  a  staff  of  alliance  evangelists 
preach  the  gospel  of  partnering. 

This  is,  of  course,  good  news  f 
management  consultants  who  have  < 
tablished  practices  to  help  compan: 
arrange  intercorporate  alliances.  Co 
versely  it  may  be  bad  news  for  W 
Street  bankers  who  have  waxed  weak 
from  mergers  and  acquisitions  but  ha 
little  to  offer  in  forming  partnerships 

In  many  ways,  partnering  is  rel 
tively  uncharted  territory.  It  isn't  mu 
taught  in  most  management  schoo 
There  are  a  lot  of  unknowns  and  p 
tential  pitfalls.  "You  can't  run  a  succe: 
ful  alliance  practice  with  lawyers.  / 
liances  are  about  means.  Contracts  £ 
about  ends,"  says  Roussel. 

As  a  discipline,  partnering  is  si 
underdeveloped.  Adds  Roussel:  "We  £ 
beyond  the  stage  of  convincing  comp 
nies  that  alliances  are  needed  for  ext« 
nal  growth.  Unfortunately,  most  ; 
liances  are  left  to  the  corporate  finar 
guy  in  the  business  development  c 
p'artment.  That's  wrong.  This  is  a  cc 
competency  and  it  needs  to  be  a 
dressed  at  a  strategic  level." 

And  Peter  Drucker  points  out  tl 
many  partnerships  will  face  the  real  fr 
after  they  have  achieved  initial  succe 
Once  the  money  starts  coming  in,  go 
change  and  partners  often  squabble, 
be  it:  The  trend  seems  unstoppable. 
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As  shark  fins  cut  the  surface  of  the  water  and  nudged 
the  sides  of  the  rubber  raft,  he  closed  his  eyes  and 
relaxed.  Perhaps  he  could  even  take  a  nap  -  if  not 
for  that  annoying,  mysterious  hissing  sound. 
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Want  real  peace  of  mind  for  your  company  -  no  matter  what?  Partner  with  Aquila.  Our  customized 
risk  management  solutions  help  you  handle  everything  from  stormy  weather  to  predatory  pricing 
on  energy.  So  you  always  stay  on  top  of  things. 


o  find  out  how  Aquila  can  be  a  real  lifesaver  for  your  company, 
live  us  a  call  at  1-800-891  -3687  or  visit  us  at  www.aquila.com. 
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Marital  Blisters 


Lots  of  companies  are 
rushing  to  the  altar  to  form 
partnerships.  Here  are  some 
cautionary  tales  from 
unhappy  alliances. 

BY  NIKHIL  HUTHEESING 

WHEN  GLOBAL  ONE  WAS  FORMED 
in  January  1996,  its  partners, 
France  Telecom,  Deutsche 
Telekom  and  Sprint,  had  visions  of 
seamlessly  delivering  voice  and  data  ser- 
vices to  companies  all  over  the  world.  It 
would  be  a  one-stop  telecom  shop  for 
the  new  global  economy.  "Global  One  is 
organized  to  respond  to  the  customer, 
the  technology  and  the  marketplace," 
announced  William  T.  Esrey,  Sprint's 
chairman.  "No  one  else  in  the  world  is 
offering  this  unique  level  of  service." 

Three  years  later  the  partners  were 
holding  a  series  of  emergency  meetings 
to  salvage  the  joint  venture.  But  like 
many  before,  they  quickly  deteriorated 
into  bickering  and  insults.  Over  the 
years,  the  partners  fought  over  who 
should  manage  which  division,  which 


customers  and  even  where  the  head- 
quarters should  be. 

"In  meetings,  the  French  would  be 
on  one  side  of  the  room,  the  Germans 
on  the  other,"  says  Susen  Sarkar,  an  an- 
alyst with  the  Yankee  Group  in  London. 

The  moneylosing  Global  One  part- 
nership ended  in  1999.  Today,  it  is  run 


America  Online  and  Bertelsmann  1995-2000 

PURPOSE:  Formed  to  create  an  online  service 
in  Europe. 

Reason  for  split:  One  partner's  strategy 
changed.  When  AOL  acquired  Time  Warner,  it 
became  a  Bertelsmann  competitor. 

Carnival  and  Star  Cruises  1999-2000 

PURPOSE:  Partnership  formed  to  acquire  and 
operate  Norwegian  Cruise  Line.  Would  also 
have  given  Carnival  access  to  Asian  markets. 
REASON  FOR  SPLIT:  Different  visions:  Partners 
could  not  agree  on  how  to  run  the  line. 

Ford  and  Volkswagen  1994-1998 

PURPOSE:  50-50  joint  venture  to  make  luxury 
vans  in  Portugal. 

REASON  FOR  SPLIT:  Change  in  corporate  strat- 
egy. Ford  figured  it  could  do  it  on  its  own  more 
economically. 

IBM,  Apple  and  Motorola  1991  (998 
PURPOSE:  To  create  the  PowerPC  chip  and 


SPLITSV1LLE 

take  market  share  away  from  Microsoft  and 
Intel  (Wintel). 

REASON  FOR  SPLIT:  Partners  were  competitors. 
IBM's  PC  division  refused  to  adopt  its  own 
new  chip.  Eventually  IBM  left  the  partnership. 

Integrion  (IBM  and  18  banks)  1996-2000 
PURPOSE:  To  help  banks  move  online  and 
compete  against  Microsoft  and  Intuit's  online 
banking  services. 

REASON  FOR  SPLIT:  Unwieldy  governing  board: 
18  members  couldn't  agree  on  how  best  to 
move  to  the  Web. 

New  Century  Network  (New  York  Times,  Times 
Mirror,  Gannett  and  five  other  newspapers) 
1995-1998 

PURPOSE:  To  take  classified  advertising 
to  the  Web. 

REASON  FOR  SPLIT:  Lack  of  vision,  too  many 
cooks:  Failed  when  partners  couldn't  agree  on 
how  best  to  advertise  on  the  Web. 


by  France  Telecom. 

Global  One's  problem  was  corpc 
rate  governance.  It  had  too  many  cool- 
who  couldn't  agree.  Instead  of  entrus 
ing  Global  One's  management  to  a  mi 
tually  approved  team,  the  company  w; 
run  by  a  high-level  board  of  chief  exec 
utives.  Beneath  the  board  were  layers  < 
committees  comprised  of  upper-  an 
lower-level  executives  from  each  of  th 
three  parents. 

The  bureaucratic  structure  mac 
decision-making  difficult.  If  a  multin; 
tional  company  like  Bertelsmann  ha 
a  specific  request,  for  instance,  tr 
request  had  to  filter  through  layers  ■ 
executives  at  Global  One  and  ah 
through  executives  at  each  parent. 

Because  Global  One  wasn't  indi 
pendently  run,  when  one  partner  eve 
considered  a  strategic  move,  like  forn 
ing  another  partnership,  it  directly  hu 
the  operations  of  Global  One.  In  Jui 
1999,  for  example,  Deutsche  Teleko 
made  a  $125-billion  bid  for  Teleco 
Italia  without  informing  its  partnt 
France  Telecom.  The  problem:  Fran 
Telecom  had  a  subsidiary  in  Italy.  If  tl 
deal  had  gone  through,  Deutscl 
Telekom  and  France  Telecom  wou 
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at  if  it  took  six  painters  to  create  the  Mona  Lisa? 


ETHER  FUSION™.  ONE  SOURCE.  WIRELESS  BUSINESS. 
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ireless,  you  could  be  waiting  to  be  left  behind.  Call  Aether 
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C3     Aether  Fusion,  Aether,  and  its  logo  are  trademarks  of  Aether  Systems,  Inc.  Copyright  2001,  Aether  Systems,  Inc.  All  rights  reserved. 


have  been  in  the  awkward  position  of 
being  partners  and  competitors  in  the 
same  market.  The  bid  failed  but  mis- 
trust developed. 

According  to  the  experts,  some  30% 
of  all  alliances  are  abject  failures  while 
another  17%  have  some  success  but 
eventually  wind  down  as  priorities  and 
people  change.  Here  are  a  few  of  the 
most  common  problems  to  which  part- 
nerships fall  prey. 

Managers  who  must  collaborate  on  a 
day-to-day  basis  aren't  involved  in  shap- 
ing the  venture. 

That's  one  mistake  that  has  led 
Concert,  a  joint  venture  between  AT&T 
and  British  Telecom,  to  the  brink  of 
collapse.  Concert  was  formed  in  July 
1998,  on  the  basis  of  a  good  friendship 
between  BT's  then-chairman,  Sir  Iain 
Vallance,  and  AT&T's  chief  executive, 
Michael  Armstrong. 

Lower-level  executives  who  would 
be  involved  in  operations  were  left  out 
of  the  process  of  forming  the  alliance 
when  the  deal  was  struck.  So  the  line 
managers  ended  up  squabbling  over 
things  like  which  partner  should  take 
ownership  for  a  new  account. 

Partnering  may  benefit  you,  but  how  will 
it  effect  your  customers? 

Another  problem  at  Concert  was  that 
AT&T  moved  270  of  its  global  accounts 
over  to  Concert  without  consulting  its 
clients.  Unfortunately,  not  all  of  the  ac- 
count staff  moved  over  as  well.  "Cus- 
tomers balked  because  the  service  was 
worse  than  it  had  ever  been  before,"  says 
Lisa  Pierce,  an  analyst  with  Giga  Infor- 
mation Group.  "They  raised  hell  in  Bask- 
ing Ridge,"  N.J. — AT&T's  headquarters. 

The  alliance  is  orphaned,  left  to  fend  for 
itself. 

SAP,  the  German  software  giant,  and 
Intel,  the  maker  of  microchips,  got 
together  in  1997  to  form  Pandesic,  a 
Sunnyvale,  Calif.-based  company  that 
developed  e-commerce  software  and 
infrastructure  for  companies  to  create 
Web  sites.  Last  summer  Pandesic  closed 
and  fired  its  400  employees. 

Though  Intel  and  SAP's  executives 


occupied  all  six  seats  on  the  board  of  the 
joint  venture,  they  didn't  steer  potential 
clients  to  Pandesic.  "Intel  and  SAP  did 
nothing  to  help  us  get  customers"  says 
Aaron  Ross,  a  Pandesic  product  man- 
ager. "They  were  hands-off." 

Companies  fall  in  love  with  the  idea  of 
creating  value,  but  lose  sight  of  the 
prospects  of  the  alliance. 

In  June  1999  executives  at  Motorola 
and  Cisco  partnered  to  form  a  joint 
venture,  Spectrapoint  Wireless.  They 
spent  $300  million  to  acquire  the  fixed 
wireless  assets  of  Bosch  Telecom.  Over 
the  next  five  years  they  pledged  to 
spend  $1  billion  on  the  venture  to  be- 
come leaders  in  fixed  wireless — a 
medium  where  phone  calls,  Internet 
pages  and  television  signals  are  beamed 
to  a  rooftop  dish  and  then  transported 
through  the  building  via  wires. 

But  one  year  later,  Motorola  and 
Cisco  called  off  the  partnership  because 
there  was  no  one  to  sell  its  services  to. 
Their  early  enthusiasm  blinded  them  to 
the  fact  that  service  providers  were  not 
yet  willing  to  pay  for  the  sort  of  expen- 
sive equipment  Spectrapoint  would 
make.  "Analysts  and  participants  hyped 
the  market  for  fixed  wireless,  saying  it 
would  take  off  in  2000,"  says  Michelle 
Gao,  an  analyst  with  Frost  &  Sullivan 


who  says  fixed  wireless  may  not  be  sij 
nificant  for  at  least  five  years.  "M\ 
torola  and  Cisco  believed  in  the  hyj 
and  made  a  mistake." 

Withering  partnerships.  Partners  alb 
underperforming  ventures  to  go  on  indt 
initely  without  any  clear  benefits. 

General  Motors  started  its  allian 
with  Japan's  Isuzu  Motors  in  1971. 
25  years  it  was  unclear  how  much  be: 
efit  GM  derived.  Its  cars,  such  as  the  Gi 
Storm  and  Chevy  Luv,  were  dismal  fa 
ures.  Today,  GM  has  increased  its  sta. 
in  Isuzu,  and  an  alliance  executive  ma: 
ages  the  relationship. 

The  success  of  the  alliance  competes  wi 
one  of  its  partners. 

When  alliances  become  successfi 
partners'  goals  can  change.  In  1991  IB] 
Motorola  and  Apple  formed  an  allian 
to  make  a  more  efficient  and  power! 
chip  called  the  PowerPC.  The  chi| 
worked  great,  but  IBM  eventual 
dropped  out  of  the  partnership.  Thoui 
IBM's  semiconductor  division  agreed 
make  the  chips,  its  PC  business  refused 
switch  to  the  new  chip  because  it  alrea 
had  too  much  invested  in  supporti: 
Intel  and  Microsoft.  They  also  were 
luctant  to  support  a  chip  that  strengt 
ened  longtime  competitor  Apple. 


TILL  DEATH  DO  US  PART' 

Few  alliances  have  faced  the  stress  test  that  Ford  and  Firestone  did  last  year  when  more  thai 
150  deaths  were  linked  to  Firestone's  tires  exploding  on  Ford  Explorers.  The  two  companies 
had  been  happily  joined  since  1906  when  Henry  Ford  ordered  2,000  of  Harvey  Firestone's  tires 

Suddenly  both  companies  were  being  accused  on  the  nightly  news  of  negligent  homicidi 
and  the  image  of  one  of  Ford's  bestselling  brands,  the  Explorer,  was  in  danger  of  being  destroyec 
Firestone  faced  a  recall  of  6.5  million  tires.  Both  faced  a  mountain  of  liability  suits. 

It  got  ugly  fast,  and  the  cultural  differences  didn't  help.  Ford's  Jacques  Nasser  tried  t 
distance  his  company  from  his  Japanese  partners.  He  told  Congress  that  Ford  had  to  "virtu 
ally  pry  the  warranty  claims  data  from  Firestone's  hands."  Firestone's  Japanese  parents  re 
fused  to  comment  for  weeks  after  rumors  of  the  problems  surfaced.  But  eventually  the 
joined  in  the  accusations.  Firestone  blamed  Ford  and  the  SUV  owners  for  not  keeping  tir 
pressures  up.  "We  could  remove  every  one  of  our  tires  from  the  Explorer,  and  rollovers  and  se 
rious  accidents  will  continue,"  said  John  Lampe,  Firestone's  chief  executive. 

With  the  reputation  of  Ford's  Explorer  and  of  Firestone's  entire  line  of  tires  at  stake, 
fractured  relationship  was  inevitable— partnerships  just  can't  stick  together  when  each  com 
pany's  vital  interests  are  threatened.  Last  winter  this  reality  was  very  publicly  played  out  i 
the  media.  Ford's  relationship  with  Firestone  will  never  be  the  same.  The  automaker  now  ol 
fers  customers  their  choice  of  Goodyear,  Michelin  or  Firestone  for  new  Explorers  and  wai 
ranties  tires  itself.  Bridgestone  has  replaced  Firestone's  Japanese  chief  executive  with  a 
American  and  has  launched  a  huge  marketing  campaign  to  restore  its  image. 

 -yen  tisrenm 
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As  I  See  It,  #44  in  a  series 

IvoVon  Renner 

"Road  Trip" 

Polaroid  Photography 


go  and  leave  it  all  behind.  To  invigorate.  To  relax.  With  pulsating  jets  and  a  soothing  waterfall,  the 
BodySpa  is  unique  to  this  world.  And  perfect  for  yours.  For  more  information,  call  1 -800-4-KOHLER 
ext.  KX5,  visit  a  KOHLER®  Registered  Showroom  or  kohler.com/bspa 

©2000,  2001  by  Kohler  Co. 


yourself  succeeding 


June  30,  2000 
9:31  AM 

Investor: 


Thi  Linh  Wernau 

Fidelity  Investments 
Representative 


Fidelity  Rep: 


Investor: 


Fidelity  Rep: 


Investor: 


Fidelity  Rep: 


Investor: 
Fidelity  Rep: 
Investor: 


I've  been  working  really  hard  lately.  I  have  a 
number  of  investments  in  a  couple  of  different 
places.  IRAs.  401  (k)s.  Stocks... mutual  funds... I  feel 
like  I  need  to  organize  and  consolidate— you 
should  see  my  mailbox  at  the  end  of  the  month. 

That's  not  an  uncommon  problem. ..I'm  sure 
you  know. 

Well,  mostly,  I  want  to  know  I'm  doing  the  right 
thing. ..for  me. ..I  mean. 

Sure. ..it  sounds  like  we  need  to  sit  down. ..take 
a  look  at  your  current  investments... whatever 
you  have. 

That's  what  I  was  counting  on. 

Fidelity  has  some  of  the  most  comprehensive 
planning  tools  in  the  industry.  I'm  sure  we 
can  help  you  get  a  better  picture  of  all  your 
investments,  from  Fidelity  and  other  places, 
and  then  set  up  a  strong  plan  moving  forward. 

You  should  know.. .I'm  not  terribly  organized... 

That's  okay.  You  will  be  when  we're  finished. 

Beautiful.  This  is  exactly  what  I  need. 


Fidelity 


Investments9 


1-800-FIDELITY  Fidelity.com 


Dramatization,  may  not  be  representative  of  actual  individuals  or  the  experience  of  actual  customers.  Investment  returns  may  vary. 

Fidelity  Brokerage  Services,  Member  NYSE,  SIPC.  1 1 2264 


You  Say  Tomato 

in  dealing  with  foreigners,  Americans 
sometimes  come  across  as  intrusive, 
manipulative  and  garrulous.  This  can 
get  partnerships  off  to  a  bad  start. 


BY  LALITA  KHOSLA 

IN  NEGOTIATING  WITH  FOREIGN  BUSINESS  PEOPLE, 
small  things  matter.  During  seemingly  endless  nego- 
tiations with  the  Japanese  Ministry  of  Trade  and  In- 
dustry (MITl),  Minnesota  Mining  and  Manufacturing's 
(3M)  Harry  Heltzer  and  a  few  of  his  colleagues  left  the 
table  and  began  preparing  tea.  Later,  their  prospective 
partners,  executives  of  the  Sumitomo  Trading  Co., 
asked  why  Heltzer  and  his  crew  had  behaved  so  un- 
characteristically. Heltzer,  who  later  rose  to  be  3M's 
chief  executive,  smiled  and  explained:  You  guys  know 
how  to  haggle  with  MITI;  we  just  wanted  to  be  out  of 
your  way. 

That  little  gesture  of  trust  made  a  deep  and  lasting 
impression  on  the  Sumitomo  people;  40  years  later  the 
Sumitomo  3M  joint  venture  is  one  of  the  most  suc- 
cessful in  Japan  and  contributes  more  than  10%  of 
3M's  total  profits. 

Americans  aren't  always  so  sensitive  to  foreign 
tastes  and  habits.  More  recently,  for  instance,  at 
Hewlett-Packard  a  group  of  engineers  in  California 
began  designing  software  with  HP's  engineers  in 
Grenoble,  France.  A  rift  nearly  destroyed  the  project. 

HP  engineers  in  San  Jose  sent  long,  detailed  e-mail  to  their 
counterparts  in  Grenoble.  The  engineers  in  Grenoble  viewed 
the  lengthy  e-mail  as  patronizing  and  replied  with  quick, 
concise  e-mail.  That  made  the  U.S.  engineers  believe  that  the 
French  were  withholding  information.  The  process  spiraled 
out  of  control.  People  started  blaming  personalities.  A  cul- 
tural logjam  rolled  into  place. 

HP  turned  to  Charis  Intercultural  Training,  a  consulting 
firm  based  in  Pleasanton,  Calif.,  to  help  improve  the  rela- 
tionship. "We  went  in  as  cultural  sleuths,"  says  Charis  Presi- 
dent Marian  Stetson-Rodriguez.  Charis  quizzed  members  of 
each  team,  asking  about  their  preferred  communication 
styles.  After  six  months  of  cultural  training,  the  relationship 
improved. 

Helping  business  people  avoid  intercultural  faux  pas  has 
become  a  $100-million  business  for  companies  like  Charis 
and  San  Francisco-based  Meridian  Resources.  Intel,  for  in- 
stance, uses  Charis  to  provide  55  training  classes  to  instruct 
Intel  employees  on  cultural  nuances. 

Here  are  a  few  hints  from  the  people  at  Charis  and 
Meridian.  By  remembering  these  subtle  points,  your  partner- 
ships may  avoid  running  into  trouble: 


►  Italians,  Germans  and  French  don't  soften  up  executiv 
with  praise  before  they  criticize.  Americans  do,  and  to  tl 
Europeans  that  seems  manipulative. 

►  Israelis,  accustomed  to  fast-paced  meetings,  have  no  p 
tience  for  American  small  talk. 
►British  executives  often  complain  that  their  U.S.  counte 
parts  chatter  too  much.  Our  penchant  for  informality,  ega 
tarianism  and  spontaneity  sometimes  jars  people. 

►  Europeans  often  feel  they  are  being  treated  like  childn 
when  Americans  insist  they  wear  name  tags. 

►  Indian  executives  are  used  to  interrupting  one  another. 
Americans  listen  without  asking  for  clarification  or  posi: 
questions,  the  Indians  may  feel  the  Americans  aren't  payL 
attention. 

►When  negotiating  with  Malaysian  or  Japanese  executiv. 
periodically  allow  for  6  seconds  of  silence.  If  you  are  nego 
ating  with  an  Israeli,  don't  pause. 
►Think  twice  before  asking  some  foreigners  questions  li 
"How  was  your  weekend?"  That  sounds  intrusive  to  foreig 
ers  who  tend  to  regard  their  business  and  private  lives  as  t 
tally  compartmentalized. 

►  For  more  hints  and  suggestions,  visit  www.meridi 
global.com  and  click  on  Web  Tools. 
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Thinking  about  e-commerce? 


Think  ThomasRegister.com 


ten  you  decide  that  you  want  to  make  your  business 
e-business,  you'll  want  to  work  with  a  company  that 
I  meet  your  needs  and  respond  to  the  market  every 
p  of  the  way. 

3mas  Register  is  a  trusted  name  that  has  served 
lerican  industry  for  the  last  century.  We're 
;itioned  to  maintain  our  key  role  as  a  result  of 
•  early  entry  into  e-business. 

DmasRegister.com  is  the  leading  industrial  B2B 
rketplace  on  the  Internet.  It  is  used  by  nearly 
:  million  qualified  industrial  buyers,  including 
"tune  500  companies  and  the  government. 


Your  company  will  benefit  from  our  completely 
integrated  approach.  Our  program  will  enable 
you  to  put  your  catalogs  online,  receive  orders 
and  RFQs  and  process  credit  and  purchase  card 
payments  online  ...  and  much,  much  more. 
We've  already  helped  over  3,000  companies  accept 
orders  and  RFQs  online. 

To  find  out  more  about  how  we  can  help  you  become 
e-commerce  enabled  for  less  than  you  might  expect, 
call  us  at  l-800-TRWORKS  (879-6757),  or  e-mail 
us  at  bghanson@thomaspublishing.com. 


ThomasRegister.com 


Five  Penn  Plaza,  New  York,  NY  10001 


Evolution,  w 

Not  Revolution 


BY  NEIL  WEINBERG 

WAS  IT  ONLY  A  YEAR  AGO  THAT 
people  were  talking  like  this? 
Backed  by  Goldman  Sachs 
Group,  Zethus  Inc.  told  the  world  it 
would  "reengineer  and  Web-enable 
the  commercial  real  estate  market." 
Riding  the  wave  of  the  future  in  the 
business-to-business  sector  of  the  In- 
ternet, Zethus  was  going  to  replace  a 
fragmented  market  with  a  single, 
cheaper  one.  But  that's  not  what  hap- 
pened. A  year  and  $15  million  later 
Zethus  filed  for  bankruptcy  in  March. 

It's  a  familiar  story  these  days. 
Scornful  of  the  old  ways  of  doing 
business,  drunk  on  their  own  rhetoric, 
backers  of  outfits  like  Zethus  per- 
suaded many  Americans  that  the  pace 
of  change  in  business  had  gone  from 
evolutionary  to  revolutionary. 

Like  most  revolutions,  this  one 
ended  up  devouring  its  own  children. 
There  is  no  question  that  change  is 
sweeping  the  business  world,  but  it  is 
a  good  deal  less  disruptive  than  the 
prophets  of  the  New  Economy 
thought  it  would  be. 

Where  Zethus  overreached,  CoStar 
Group,  a  14-year-old  outfit  in 
Bethesda,  Md.,  has  been  building  itself 
into  commercial  real  estate's  de  facto 
online  marketplace  without  making  a 
fuss  or  threatening  anyone — or  even 
trading  a  single  property. 

CoStar  tracks  22  billion  square  feet 
of  commercial  real  estate.  Everything 
is  there,  down  to  the  amenities  on  a 
given  floor  and  the  day  the  lease  ex- 
pires for  1.3  million  tenants.  Its  sub- 
scribers— brokers  and  investors — no 
longer  need  to  do  labor-intensive 
searches  in  this  huge,  constantly 
changing  marketplace. 

CoStar's  service  was  originally 


paper- based.  When 
the  Web  came 
along,  it  simply 
took  it  online. 

Development 
costs  are  keeping 
CoStar  in  the  red 
(it  lost  $48  million 
last  year),  but  un- 
like Zethus,  it  has 
already  built  a  sub- 
stantial revenue 
base:  $58  million 
last  year,  and  the 
company  expects  to 
pull  in  $75  million  this  year. 

"It  is  brutal  to  track  inventory  in 
our  industry,  but  now  that  we've  got  it 
down  we're  continuing  to  evolve  on- 
line," says  Andrew  Florance,  CoStar's 
chief  executive. 

CoStar  uses  the  Web  to  serve 
rather  than  compete  with  existing 
markets.  "The  folks  doing  well  are  not 
focused  just  on  transactions  but  on 
improving  supply  chains,  which  is  a 
lot  harder  to  get  at,"  says  Kevin  Spe- 
icher,  a  principal  at  McKinsey  &  Co. 

Which  explains  why  it  is  taking 
much  longer  than  optimists  thought 
it  would  to  move  B2B  transactions 
over  to  the  Internet.  B2B  exchange  vol- 
umes came  in  20%  to  40%  below  an- 
alyst forecasts  in  2000. 

Despite  this  slowing,  Web-based 
procurement  is  growing  at  an  impres- 
sive clip.  Gartner  Group  originally 
forecast  that  B2B  activity  would  hit 
$7.3  trillion  by  2004,  up  from  $433 
billion  last  year.  More  recently  it  has 
scaled  that  back,  but  to  $6  trillion. 
Half  the  nation's  largest  100  compa- 
nies are  already  participating  in  B2B 
consortia,  McKinsey  &  Co.  figures. 

Already  B2B  is  burdened  with  over- 


As  was  predicted,  businesses  are 
doing  more  of  their  procurement 
online.  So  why  have  so  many  of  those 
touted  B2B  exchanges  flopped? 


capacity.  At  least  17  electronics  ej 
changes  cropped  up,  with  most  focu 
ing  on  trading.  Many  independent 
like  Zethus,  Chemdex  (chemicals)  an 
Optimark  (equities),  have  closed.  Ve 
ticalNet  and  Ventro,  two  leading  ear 
backers  of  such  exchanges,  have  reca 
themselves  as  vendors  of  software  f< 
other  marketplaces. 

Even  mighty  Covisint,  with  its  B 
Three  auto  backers,  won't  get  tl 
whole  market.  "I  don't  benefit  fro 
buying  my  steel  for  the  same  price 
Ford  or  GM,"  says  Francisco  Javi 
Garcia  Sanz,  head  of  e-procureme 
at  Volkswagen  Group.  "My  goal  mu 
be  to  buy  better  and  cheaper  steel." 

Joining  a  consortium  means  ma 
ing  nice  to  competitors,  which  go 
against  the  grain  for  most  busine 
people. 

'  The  Worldwide  Retail  Exchange 
backed  by  some  of  the  world's  largt 
retailers,  including  Best  Buy,  Kmc 
and  Marks  &  Spencer.  Set  up 
months  ago,  WWRE  focuses  on  thin 
like  common  standards  for  weigh 
measures,  shipment  terms  and  she 
ing  sensitive  information. 

"Many  clothing  stores  have  th« 
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pi  style  of  hangers,  even  though  cus- 
Tiers  couldn't  care  less,"  says  Barry 
lichel,  supply-chain  development 
-ector  for  Tesco,  a  leading  U.K.- 
>ed  retailer  and  WWRE  member. 
In  short,  third-party  markets  have 
litations.  But  doing  business  on  the 
;b  doesn't  require  a  third  party, 
he  focus  now,"  says  Hollis  Bischoff, 
10  follows  e-business  for  Meta 
oup,  "is  on  setting  up  Net  markets 
th  a  company's  own  suppliers  and 
stomers.  It's  what  used  to  be  called 
xanets." 

Dell  Computer  is  going  that  way. 
:laims  to  be  reaping  tens  of  millions 
dollars  of  savings  from  doing  pro- 
rement  through  a  private  online 
:hange. 

In  its  most  recent  quarter  the  sys- 
n  helped  it  shave  one  day  off  its  al- 
idy  low  average  inventories — to  five 
fs.  Dell  uses  the  system  to  give  sup- 
ers real-time  information  on  cus- 
ner  demand  and  expects  them  to 
ss  along  some  of  the  savings. 
"There's  not  much  upside  to  join- 
;  these  things  [industry  exchanges] 
i  opening  up  our  advantage  to  ri- 
s,"  says  Kevin  Rollins,  Dell's  presi- 
nt.  "We  say  to  suppliers,  'Give  us  a 
ce  cut,  and  we'll  get  your  product 
market  faster  than  anyone  else.'  " 
IBM  has  already  moved  much  of  its 
rchasing  from  paper  and  electronic 
ta  interchanges  to  the  Internet, 
thout  the  benefit  of  a  third-party 
:hange.  When  an  IBM  product  de- 
oper  is  in  the  market  for  parts,  he 
ts  online  to  a  list  of  preferred  sup- 
ers. Sourcing  the  gear  involves  only 
sw  more  keystrokes. 
Many  others  are  taking  a  similar 
th.  "Over  the  next  few  years  we  are 
ng  to  enjoy  true  productivity  gains 
the  Internet  improves  information 
ws  and  cuts  inventories,"  says 
:hard  Storch,  vice  chairman  of  re- 
er  Target  Corp. 

Agreed.  But  the  winners  won't  be 
^e  new  online  middlemen.  They'll 
the  companies  themselves,  their 
tware  suppliers  and — in  the  end — 
consumers  to  whom  many  of  the 
ings  will  eventually  flow.  F 


VIRTUAL  REALITY? 


www,  flexjet.  com 


HOW  ABOUT  ACTUAL  REALITY? 


Some  things  just  can't  be  communicated  over 
fiber  optic  cable.  And  our  Learjet®  and 
Challenger®  business  jets  enable  the  modern 
CEO  to  capitalize  on  the  kind  of  face-to-face 
interaction  that  moves  businesses  forward. 
We  offer  the  most  complete  range  of  latest 
technology  aircraft  available  today.  So  . 
there  may  be  other  options  to  Flexjet,  theik 
can  only  be  one  choice.  Flexjet.  For  more\ 
information  on  the  many  affordable  benefits  of  \ 
fractional  ownership  and  our  unprecedented 
level  of  personal  service  and  attention  to 
detail,  call  1-800-FLEXJET. 


FLEXJET 

we  build  the  aircraft 
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'Not  much.  What's  new  with  you?" 
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A  Question  of  Rust 


BY  JOSH  MCHUGH 

RUST  NEVER  SLEEPS,  THE  ADAGE  GOES,  AND  RUSSELL 
Kane,  metallurgy  Ph.D.,  has  made  a  career  of  dealing 
with  it.  He  lives  and  breathes  corrosion  and  he  runs 
Corrosion  Source,  a  Web  site  devoted  to  the  phenomenon. 
Ask  him  about  it  and  you  get  a  fascinating  lecture. 

He  starts  out  with  a  description  of  oxidation,  the  basic 
chemical  process  in  corrosion.  Electrons  leave  the  atoms  they 
start  with — iron  atoms  or  copper  atoms  or  aluminum  atoms, 
say — to  mingle  with  oxygen  atoms.  Those  wandering  atoms 
result  in  rusted  iron,  corroded  pipes  and  tarnished  door- 
knobs and  silver. 

Corrosion  isn't  all  bad:  Wine  is  the  by-product  of  grape 
corrosion.  But  Corrosion  Source  makes  its  living  dealing 
with  some  of  the  nastier  results  of  corrosion.  Corrosion 
Source,  owned  by  U.K.-based  Integriti,  serves  as  a  portal  and 
a  marketplace  for  corrosion- fighting  services  and  equipment. 

Do  you  doubt  that  corrosion  is  a  serious  problem?  The 
site  provides  a  news  section  with  breaking  stories  on  corro- 
sion-related mishaps.  In  New  Zealand  a  fighter  jet  crashes, 
killing  its  pilot.  The  suspected  cause:  corroded  bolts  in  the 
plane's  steering  apparatus.  Off  the  coast  of  South  America  a 
fishing  vessel  founders  after  its  corroded  bilge-pump  pipes 
give  way.  That  happened  in  just  one  month. 

All  in  all,  says  Kane,  corrosion  is  a  $350-billion  annual 
problem  around  the  world. 

The  Web  site  began  in  1995  as  a  marketing  gimmick  for 
InterCorr,  a  corrosion-consulting  business  where  Kane  had 
previously  been  president.  The  company  used  the  site  to  host 
an  online  conference,  posting  technical  papers  and  setting  up 
some  rudimentary  discussion  forums. 

A  lightbulb  went  on  in  Kane's  head  when  1,800  engineers 
signed  up  for  the  conference.  He  enlisted  the  help  of  Sridhar 
Srinivasan,  who  had  been  running  InterCorr's  software  divi- 
sion, and  in  1998  an  early  version  of  Corrosion  Source  was 
born.  It  began  posting  corrosion  information  from  the  reams 
of  data  InterCorr  had  built  up,  plus  an  encyclopedic  list  of 
other  corrosion  resources  on  the  Web. 

In  the  late  1990s,  while  scores  of  "content"  sites  were  giv- 
ing their  wares  away,  Kane  realized  that  InterCorr's  vault  of 
highly  technical  information  was  worth  money.  "People 
weren't  asking  whether  we  were  going  to  charge  for  our  con- 
tent," he  says.  "They  were  asking  how  much." 

Today  Houston-based  Corrosion  Source  charges  $995  per 
year  per  user  for  access  to  its  Java-based  corrosion  prediction 
software  and  database.  This  year  it  expects  to  gross  $1  million. 
Clients  commission  InterCorr  to  do  tests  to  determine  such 
matters  as  what  materials  to  use  in  pipelines.  When  clients' 
confidentiality  periods  expire,  generally  after  about  two  years, 
InterCorr  makes  the  data  available  on  Corrosion  Source. 
As  this  story  shows,  the  secret  of  being  able  to  charge  for 


Can  a  Web  site  succeed  if  it  charges  f  o 
access?  The  answer  is  definitely  yes— 
if  it  offers  the  kind  of  data  this  one  doe 

Web  access  is  having  information  that  nobody  else  h 
"Ninety  percent  of  the  stuff  on  our  site  is  stuff  you  ca 
find  anywhere  else,"  says  Srinivasan.  One  such  report  i 
graph  showing  how  chrome  piping  costing  $4  a  pou 
holds  up  under  increasing  temperatures.  Corrosion  Sou 
has  more  than  30,000  pages  of  such  detailed  informatior 

In  one  of  the  site's  discussion  forums  a  user  writes  in  a. 
ing  for  advice  on  fighting  corrosion  in  the  aluminum  hull 
his  boat.  A  couple  of  people  recommend  connecting  the  h 
to  a  piece  of  magnesium.  Other  corrosion  buffs  chime  in 
say  that  while  magnesium  works  well  in  saltwater,  zinc  i 
more  effective  corrosion  retardant  in  freshwater. 

At  the  site,  users  can  type  in  the  general  nature  of  a  pre 
lem  they're  having.  Corrosion  Source  then  presents  the  u 
with  a  list  of  qualified  consultants. 

When  Kane  was  working  on  his  Ph.D.  in  metallurgy 
Case  Western  Reserve  University  in  the  early  1970s,  corrosi 
was  far  from  his  thoughts.  He  dreamed  of  being  an  aerosp 
engineer.  Then,  in  his  first  job  at  Exxon,  he  was  assigned 
work*  as  a  corrosion  engineer.  "And  I  haven't  been  out 
work  yet,"  he  chuckles. 

At  cocktail  parties  Kane  tells  people  he  is  an  "engineer, 
pressed  he  will  add  that  he  is  a  corrosion  specialist.  That  u 
ally  kills  the  conversation,  so  Kane  is  considering  chang 
his  response.  Perhaps  he  should  just  tell  them  he's  in  a  bi 
ness  that  has  to  do  with  how  wine  is  made. 
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(@  business  hosting 


IM  E-BUSINESS  HOSTING™  GAVE  THE  NBA  AN  ASSIST  WHEN  THEY  WANTED  MORE 
}0M  THEIR  WEB  STORE.  WE  DESIGNED  INDIVIDUAL  TEAM  SHOPS,  WHERE  FANS 
AN  BUY  GEAR  FROM  EVERY  NBA  TEAM.  WE  CREATED  AN  ENHANCED  CUSTOMER 
ERVICE  CENTER  AND  A  REWARDS  POINTS  PROGRAM  THAT  ALLOWS  FANS  TO  GET 
i/EN  MORE  STUFF.  AND  WE  HELPED  TO  BRING  THEIR  NEW  YORK  CITY  STORE 
IGHT  TO  THEIR  FANS  VIA  A  LIVE  FASHION  SHOW  WEBCAST. 
•BUSINESS  HOSTING  AND  NBA.COM.  ONLY  FROM  IBM. 


BY  MISSY  SULLIVAN 

LAST  FALL  JEFF  DEASON,  MANAGER  OF  EVERETT,  WASH.- 
based  Fluid  Flow  Control  Contractors,  needed  to  reap- 
ply for  a  state  business  license  after  the  concrete  supply 
firm  he  ran  was  sold  to  new  owners  in  Texas.  The  tedious 
process  of  mailing  forms  between  Everett,  the  state  capital  in 
Olympia,  Wash,  and  Texas  dragged  on  for  weeks. 

Then  Fluid  Flow's  controller  accidentally  stumbled  on 
Access  Washington  (www.access.wa.gov),  the  state  Web  site, 
where  she  found  an  electronic  version  of  the  license  applica- 
tion. "It  went  through,  boom,"  said  Deason.  "If  everything 
else  on  the  site  is  that  easy — workers'  comp,  quarterly  re- 
porting— we  will  use  it  a  lot  in  the  future." 

They  probably  will.  The  Access  Washington  portal  offers 
no  fewer  than  240  electronic  resources  and  services  to  state 
businesses  and  private  citizens.  They  can  file  unemployment 
and  quarterly  business  taxes  online;  apply  for  permits;  re- 
search a  business  loan;  even  transact  workers'  compensation 
claims,  using  the  state's  new  digital  certificates  and  signature 
program — the  first  in  any  state. 

Government  red  tape  burdens  every  businessperson — 
and  the  ordinary  citizen  as  weLl.  Will  the  Web  help  lift  the 
burden?  It  already  has  in  one  state,  at  least.  Washingtonians 
can  now  apply  electronically  for  unemployment  benefits,  re- 
serve a  campsite  or  even  check  a  potential  nanny  for  a  possi- 
ble criminal  record. 

No  surprise  that  Washington,  home  to  Microsoft,  should 
be  considered  the  most  digital  state  in  the  union.  In  the  Seat- 
tle area,  which  comprises  half  of  Washington's  population, 
82%  of  the  people  have  Internet  access  and  74%  have  e-mail. 
That's  double  the  national  average. 
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Much  of  the  credit  goes,  however,  not  to  Bill  Gates  but 
Steve  Kolodney,  a  Berkeley  M.B.A.  and  career  techie  who 
1995  became  the  director  of  the  state's  Department  of  Infc 
mation  Services  (DIS).  A  great  thing  about  DIS  is  that  it  do 
not  cost  taxpayers  a  dime.  It  is  entirely  self-supporting. 

DIS  supports  itself  and  its  roughly  430  staffers  by  sellii 
computers  and  electronic  equipment  to  schools,  nonprof 
and  government  agencies,  and  by  offering  an  array  of  te< 
services,  including  Web  hosting  and  server  management.  1 
aggregating  demand,  Kolodney's  group  is  able  to  offer  d: 
counts  of  about  16%  when  selling  things  like  PalmPilots 
organizations  such  as  the  Puyallup  tribe.  DIS  grossed  $1. 
million  last  year  and  netted  $7.9  million.  The  profits  a 
channeled  into  developing  new  services,  like  the  Web  port; 

Unlike  most  boring  government  sites,  Access  Washingtc 
offers  user-friendly  features  like  the  plain-English  search  e 
gine  Ask  George.  Type  hi  "How  can  I  find  a  nursing  hor 
for  my  uncle?"  and  you'll  be  led  to  the  Aging  and  Adult  Se 
vices  Administration,  which  offers  a  nursing  home  locator 
facility  comparison  tool  and  links  to  information  c 
Medicare  and  fraud. 

By  automating  routine  information  requests  and  trar 
actions,  Access  Washington  helps  ease  the  burden  f 
agency  personnel  and  saves  the  citizenry  long  hours 
waiting  on  the  phone  or  standing  in  line  to  get  son 
needed  information.  With  the  portal  now  drawing  a  m 
lion  page  views  per  month,  the  lines  have  gotten  shorter 
the  unemployment  office. 

But  this  is  about  more  than  saving  money  and  time.  E 
recendy  implemented  the  K-20  Educational  Telecommur 
cations  Network,  a  broadband  network  linking  every  sta 
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WTO  SUCCEED  IN  THIS  REDEFINED  NEW  ECONOMY... 


Join  PricewaterhouseCoopers,  Forbes.com  and  many  of  today's  leaders  in  the  New  Media 
industry  who  will  explore  the  many  challenges  facing  new  media  companies  including: 


•  Achieving  Profitability  in  an  E-Commerce  Environment 
•  New  Media  Technology  —  Focus  on  Mobile  Commerce  •  The  R/Evolution  of  Internet  Advertising 

Featuring  Keynote  Speakers: 

Andreas  Schmidt,  President  &  CEO,  Bertelsmann  e-Commerce  Croup;  Scott  Kurnit,  Chief  Internet  Officer,  PRIM 

And  Panelists: 

Charles  Ardai,  juno  Online  Services;  John  Barbour,  Toysrus.com;  Eric  Berg,  PricewaterhouseCoopers 
Clifford  Friedman,  Constellation  Ventures;  Nikhil  Hutheesing,  Forbes.com;  Mark  Josephson,  About.coi 
John  Kallassy,  SPEEDUS;  Scott  Schulman,  Dow  Jones;  Robin  Webster,  Internet  Advertising  Bureau; 

And  many  others... 

TUESDAY,  JUNE  5,  2001 
WINDOWS  ON  THE  WORLD,  NEW  YORK,  NY 


To  review  the  agenda  and  register  online,  visit:  www.pwcglobal.com/mediasummit 


ptiCB/VATElWOUsEQOPERS  @ 

Join  us.  Together  we  can  change  the  world. 


Forbes 
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assroom,  from  kindergarten  to  uni- 
•rsity.  All  schools  are  wired  for  rich  In- 
rnet  access  and  videoconferencing. 

This  network  permits  students  like 
nathan  McPherson,  a  senior  at 
rashington  State  University,  Tri-Cities, 

take  an  important  course  that  was 
>t  offered  on  his  campus.  "I  would 
ive  had  to  move  to  Pullman  for  a  se- 
ester  or  give  up  my  systems  analyst 
b  at  Lockheed,"  he  says.  Eighth 
aders  in  rural  Forks,  Wash,  recently 
ed  the  system  to  take  a  virtual  field 
ip  to  a  Long  Island  salt  marsh.  A  nat- 
alist  in  New  York  brought  them  to 
e  water's  edge  via  a  wireless  camera 
ounted  on  his  eyeglasses. 

Education  is  central  to  Kolodney's 
sion  of  the  government's  digital  de- 
lopment.  Last  year  DIS  created  the 
igital  Government  Applications 
rademy,  a  loosely  designed  "school" 
here  folks  from  different  agencies 
une  together  to  share  knowledge  and 
eate  templates  for  common  applica- 
>ns,  like  permits  or  electronic  forms, 
□t  having  to  reinvent  the  wheel  means 
ster  delivery  of  new  online  services. 

Academy  "faculty"  often  includes 
ecialists  from  private-sector  partners 
ce  Microsoft,  Shana  Corp.  or  Digital 
gnature  Trust,  which  provides  the  li- 
nsed  digital  certificates  used  in  the 
:w  online  transaction  system. 

So  successful  is  Kolodney's  effort 
at  Governor  Gary  Locke  has  elevated 
!S  to  a  cabinet-level  agency,  giving 
alodney  a  clout  with  other  agency 
:ads  far  above  the  usual  Xerox-repair- 
an  status  that  state  technologists 
ten  suffer. 

It's  notorious  that  it  is  almost  im- 
>ssible  to  get  anything  done  via  gov- 
nment.  Says  Locke,"If  our  employees 
?  just  shuffling  papers  from  one  desk 

another,  there's  not  going  to  be 
uch  support  for  government." 

Kolodney  is  determined  to  break 
at  jinx,  using  technology  as  a  tool, 
here  is  too  much  avoidance  that  takes 
ice  in  the  public  sector.  What  distin- 
lishes  Washington  from  many  other 
tes  is  our  insistence  on  doing  things, 
ing  real  things.  Not  just  planning  for 
pm  or  thinking  about  them."  F 
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Buy  The 
Aeron  Chair 
For  Less! 


•  In  Stock...Fast 
Delivery! 

•  Thousands  Sold 

•  Authorized 
Herman  Miller 
Retailer 

•  Best  Price 
Anywhere! 
Only  $699! 


Toll  Free 

866-280-LESS 


(www.FM.Sit4Less.com) 


"Miller,  before  you  leave  for  the  day, 
would  you  mind  getting  our  60,000  employees 
worldwide  up-to-speed  on  whatever's  going 
on  around  here... thank  you." 
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BY  KERRY  A.  DOLAN 

WHEN  THE  IRISH  GOVERNMENT  SOLD  IT  INTO 
private  hands  in  July  1999,  Eircom,  Ireland's 
dominant  telecom  provider,  had  a  90%  market 
share  for  local  phone  service.  Fueled  by  a  booming  Irish 
economy,  Eircom  had  been  continually  expanding  its 
network. 

That  was  the  good  news.  The  bad  news  was  that  Eircom 
was  stuck  with  the  bloated  and  inefficient  work  force  that 
is  typical  of  any  government-owned  company.  It  had 
12,160  employees  and  just  1.6  million  lines  in  service,  a 
ratio  that  ranked  the  company  in  the  bottom  quarter  of 
European  telecoms.  Eircom  managed  to  earn  only  $172 
million  on  $1.88  billion  in  revenues  for  the  year  through 
March  2000. 

What  was  Eircom's  chief  executive,  Alfie  Kane,  to  do? 
Fire  unneeded  workers?  Easier  said  than  done.  Much  of 
Eircom's  work  force  was  unionized  and  had  government- 
guaranteed  job  security. 

Working  with  folks  from  U.K.  firm  PA  Consulting,  Kane 
figured  a  way  out.  Eircom  would  start  cutting  its  work 
force  by  outsourcing  a  lot  of  what  it  had  been  doing,  things 
like  digging  trenches  and  laying  cables.  "We  saw  that  the 


[  phone]  network  itself  was  a  strategic  as  t 
for  the  company,"  explains  Peter  Maxw< , 
director  of  Eircom's  network.  "But  tl  | 
didn't  mean  we  had  to  build  the  networ 

Eircom  decided  to  give  some  of  its  oi  i 
network-construction  employees  the  d 
tion  to  work  for  the  firms  to  which  it  woi 
outsource.  First,  Eircom  examined  the  bu 
nesses,  capabilities  and  cultures  of  1 5  co 
panies  and  targeted  two  small  Irish  fir 
to  take  over  its  construction  activities  a 
the  Eircom  employees. 

Eircom  formed  a  wholly  owned  si 
sidiary  called  Service  Enterprise  Holdir 
Ltd.,  which  took  a  35%  equity  stake  in  c 
partner,  Telecom  Engineering  Services,  a 
a  30%  equity  stake  in  a  newly  created  unit 
Modern  Networks  Ltd.,  the  other  partner 
Given  the  voluntary  nature  of  the  pi 
ject,  Eircom  selected  employees  and  g; 
them  the  choice  of  working  with  one  of  1 
new  ventures,  transferring  to  Eircom's  ci 
tomer  service  organization  or  leaving  1 
company  entirely.  As  of  early  April  soi 
170  employees  had  signed  up  to  work  w 
the  two  joint  ventures. 

"We  don't  have  the  ability  to  force 
dundancy  or  force  exit,  so  essentially 
had  to  create  a  culture  with  a  pull  facto 
notes  Martin  O'Halloran,  project  manaj 
for  Eircom's  access  network.  One  potenl 
"pull"  for  the  workers:  higher  pay. 
The  new  partners  pay  employees  on  a  performar 
basis  rather  than  on  seniority.  As  a  result,  some  Serv 
Enterprise  employees  are  now  earning  about  S970  a  we 
up  to  double  their  average  pay  at  Eircom. 

For  the  partners,  forming  an  alliance  with  Eircom  gi' 
them  added  clout.  They  become  preferred  suppliers,  wit 
four-year  contract  of  guaranteed  work.  "It's  like  being  1 
preferred  supplier  of  bread  to  Wal-Mart,"  says  Frank  II 
Quillan,  chief  executive  of  Telecom  Engineering  Servia 
But  the  partners  have  to  perform.  After  four  years  tr 
will  have  to  deliver,  or  risk  losing  the  work. 

This  year  Eircom  expects  a  16%  improvement 
worker  productivity,  which  will  translate  into  a  10% 
duction  in  overall  costs.  Eircom  is  planning  to  free  up  a 
ital  by  selling  about  half  of  its  90-odd  "depos" — the  offi- 
where  employees  report  to  work,  trucks  are  parked  a 
cable  is  stored. 

Kane  is  so  satisfied  with  his  new  partnerships  that  h< 
now  considering  spinning  off  other  Eircom  functions 
the  same  manner.  Suddenly  Eircom's  prospects  look  t 
tremely  bright.  A  group  of  investors,  including  Geoi 
Soros,  has  reportedly  bid  more  than  $2  billion  to  acqu 
the  company. 
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"Barclay!  The  competition's  productivity 
went  up  30%  last  year  apparently  due  to  ' 'e-learning .' 
Whatever  that  is,  I  want  two  of  them!" 


People  are  beginning  to  talk.  And  it's 
hard  to  argue  with  the  solid  business 
results  DigitalThink  is  bringing  to 
companies  around  the  globe. 

It's  results  like  the  75%  reduction 
in  costs  Sun  Microsystems  achieved 
while  training  25%  more  employees. 

It's  the  improved  customer  service, 
loyalty  and  retention  Circuit  City 
realizes  by  using  DigitalThink  to 
update  its  thousands 

DigitalThink*  ol  sa'es  associates  on 

new  products. 

And  it's  the  incredible 
reach  Charles  Schwab  is  achieving 
with  its  Learning  Center-with  over 
100,000  existing  and  prospective 
customers  and  counting. 
The  list  goes  on. 


SMART    COMPANIES    GET  IT 


That's  because  our  unique  approach 
to  e-learning  delivers  so  much  more 
than  a  cost-effective  training  solution. 
We  help  companies  achieve  measura- 
ble business  outcomes  that  fuel 
greater  revenue. 

The  fact  is,  in  today's  business 
environment,  DigitalThink's  approach 
is  the  best  way-perhaps  the  only 
way-to  rapidly  mobilize  your  company 
to  achieve  your  strategic  goals. 

To  review  our  case  studies  and  see 
for  yourself  why  we're  measurably 
better,  visit  us  at  www.digitalthink.com. 

Because  people  aren't  just  talking- 
they're  getting  results. 


With  fast-to-market  pressures  and  corporate 
partnerships,  teaming  is  a  valuable  alternative  to^^, 
traditional  command-and-control  management.  The  Web 
facilitates  teams  but  also  creates  pitfalls  for  them. 


Virtual  Teaming 


BY  JON  KATZENBACH  AND 
DOUGLAS  SMITH 

NOT  LONG  AGO  THE  FRENCH- 
Italian  semiconductor  giant 
STMicroelectronics  faced  an  all 
too  familiar  business  challenge.  It  had 
just  won  a  coveted  order  from  Mag- 
neti  Marelli,  an  Italian  supplier  of  au- 
tomotive electronics.  STM  was  to  de- 
sign and  build  the  microchips  that 
would  provide  the  brains  for  a  navi- 
gational mapping  system  to  be  in- 
stalled in  new  Fiats  and  Peugeots.  The 
carmakers  needed  those  systems  fast; 
customers  were  demanding  them. 
Without  navigation  systems  the  car- 
makers would  lose  sales. 

STM  would  have  to  deliver  fast. 
Easier  said  than  done.  STM  is  a  truly 
global  company  and  the  highly  spe- 
cialized talent  needed  to  do  the  job  was 
scattered  all  over  the  world.  Success 
would  depend  on  contributions  from 
a  wide  array  of  disciplines:  chip  de- 
sign, engineering,  fabrication,  systems 


integration,  quality  control,  packag- 
ing, marketing,  sales  and,  of  course, 
management.  The  key  players  lived  in 
France,  England,  Italy,  India,  Califor- 
nia and  Arizona.  They  spanned  14 
time  zones  and  spoke  six  languages. 

There  was  no  way  STM  would 
achieve  what  it  had  to  through  tradi- 
tional hierarchical,  command-and- 
control  management.  These  folks  had 
to  be  gathered  into  a  team,  and  the 
time,  personal  and  cost  factors  would 
be  too  great  to  get  them  all  into  one 
place  for  the  period  required.  It  would 
have  to  be  a  virtual  team,  tied  together 
by  groupware.  That  term  embraces 
old  technologies,  like  phone  and  fax, 
plus  the  newer  ones,  like  e-mail,  tele- 
conferencing and  threaded  discus- 
sions. The  latter  allows  users  to  sort 
verbal  interchanges  by  topic,  person, 
date  and  time. 

Teaming,  as  opposed  to  more  tra- 
ditional command-and-control,  has 
taken  on  added  dimension  with  the 


advent  of  the  Internet  and  the  wid 
spread  use  of  groupware.  In  this  e 
of  corporate  partnering  (see  cov 
story,  p.  26),  people  have  to  work  t 
gether  not  only  across  oceans  b 
across  the  sometimes  deeper  divid 
of  corporate  boundaries  and  corp 
rate  cultures.  Virtual  teaming,  via  t] 
Internet,  is  sometimes  the  only  w 
this  can  be  accomplished. 

Teaming  was  just  becoming  po 
ular  in  the  early  1990s  when  our  bo< 
The  Wisdom  of  Teams  became  a  be; 
seller.  In  it  we  advised  managers 
think  of  teaming  as  a  real  disciplir 
not  just  a  way  of  creating  a  warr 
and-fuzzy  feeling  of  togetherness.  Re 
teams  demand  hard-nosed  applic 
tion  of  certain  principles. 

The  most  basic  of  these  principl 
are:  keep  numbers  small,  12  to  16  pe 
pie  at  most;  have  a  common  goal;  ai 
establish  mutual  accountability.  As 
the  latter,  it  is  not  too  much  to  say  tr 
in  a  good  team  people  really  do  r: 
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f  integrating  technologies  could  provide 
complete  supply  chain  visibility ... 


penter  Technology  found  that 
-time  access,  visibility,  and  control 
iformation  produces  substantial 
lefits.  We  helped  the  company 
ieve  a  62%  reduction  in  facilities, 
11%  reduction  in  system  miles, 
t  day  delivery  to  90%  of  its 
tomers,  and  an  initial  cost  savings 
!0%.  Integrating  technology  is  one 
he  things  we  do  best, 
integrated  Qualcomm  satellite 
iking  systems  with  proprietary 
ting  software  and  a  dedicated 


how  much 
could 
you 

improve? 


truck  fleet  to  provide  Big  Lots  Stores 

with  complete  visibility  of  all  trucks  and 
merchandise  in  transit.  As  a  result,  they 
were  not  only  able  to  increase  on-time 
store  delivery  to  99%,  but  also  lower 
backhaul  costs  consistently  year  after 
year.  For  Whirlpool®,  we  successfully 
combined  both  proprietary  and  off- 
the-shelf  transportation  solutions 
with  their  existing  supply  chain 
systems  to  provide  them  with 
complete  visibility  from  order 
receipt  to  consumer  delivery. 


We  can  help  you  integrate  technology  to  improve  your  operations,  too. 
It's  not  just  something  we  do. 
It's  something  we  do  really  well. 


1-800-221-3040 
www.penskelogistics.com 


above  their  own  egos  to  serve  a  com- 
mon cause. 

In  our  latest  book,  The  Discipline 
of  Teams,  we  bring — among  other 
things — teaming  into  the  world  of  the 
Internet  and  groupware. 

Our  conclusion  is  that  the  Net  is 
both  a  blessing  and  a  curse  to  teams.  It 
certainly  was  both  of  these  to  the  STM 
team,  with  its  goal  of  a  fast-to-market 
semiconductor  for  the  Italian  naviga- 
tion system.  As  Frenchwoman  Nadie 
Circelli,  a  key  project  coordinator,  ex- 
claimed after  the  project 
was  complete,  "I  have 
discovered  another  im- 
pact of  the  virtual  team. 
It  has  a  negative  influ- 
ence on  enjoying  a  quiet 
dinner."  When  your  cell 
phone  is  turned  on  and 
you're  part  of  a  virtual  team,  you  can 
forget  about  eight-hour  days  or  five- 
day  weeks,  uninterrupted  meals  and 
relaxing  weekends 

But  being  part  of  a  virtual  team  is 
also  exciting  and  rewarding.  You  will 
work  with  great  people.  With  group- 
ware,  the  most  talented  and  appropri- 
ate people  can  be  selected — not  just 
the  ones  closest  to  hand.  People  can 
collaborate  across  great  distances, 
without  having  constantly  to  run  for 
planes  and  sleep  in  dismal  motels. 
This  saves  money,  speeds  progress 
and — interrupted  dinners  notwith- 
standing— allows  members  to  be  in 
their  own  homes  more. 

Unlike  face-to- face  encounters, 


groupware  preserves  the  formal  mem- 
ory of  work.  And  the  fact  that  interac- 
tion need  not  take  place  in  real  time  gives 
the  team  members  a  bit  of  an  interval  to 
ponder  and  prepare  their  responses. 

But  don't  become  mesmerized  by 
the  technology.  As  the  STM  team 
learned,  there  are  times  when,  group- 
ware  or  no  groupware,  there  is  no 
substitute  for  face-to-face,  eyeball-to- 
eyeball  collaboration.  At  one  point 
Dharmesh  Bhagatwala,  an  engineer 
from  India,  gave  up  on  the  groupware 


firm,  friendly  handshake,  can't  grii 
disarmingly  and  pat  a  colleague  01 
the  shoulder.  If  a  team  leader  says  t» 
you,  "Let's  try  it"  and  slams  her  fis 
on  the  table,  she  conveys  one  message 
If  the  leader  says,  "Let's  try  it"  with 
cynical  smile,  a  rolling  of  the  eyebal 
and  a  shrug  of  the  shoulders,  she' 
saying  something  else. 

E-mail  can't  make  these  distinc 
tions.  Humans  don't  communicate  b 
words  alone.  Says  Herve  Martin,  th 
sponsor  of  the  STM  project  team 


Sending  a  bunch  of  men  and  women  on  an 
Outward  Bound  course  to  simulate  teaming 
may  be  fun,  but  it  doesn't  accomplish  much. 


and  temporarily  moved  to  San  Jose  to 
deal  with  other  key  players  in  the 
flesh.  "There  were  problems  on  tech- 
nical issues  slowing  the  project 
down — things  not  possible  to  solve 
even  by  talking  on  the  phone  every 
day,"  he  explained. 

Here's  another  potential  problem: 
Teaming  only  works  with  small  groups, 
but  groupware  makes  it  too  easy  to 
keep  adding  members.  In  the  end  the 
STM  team  split  into  several  subteams.  It 
had  gotten  to  the  point,  where  as  one 
team  member  put  it,  "Sometimes  we 
received  e-mail  from  people  we  didn't 
even  know  were  on  the  team." 

E-mail  and  threaded  discussions, 
for  all  their  virtues,  cannot  simulate  a 
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Here  are  a  few  simple  but  basic  things  you  can  do  to  make  a  virtual  team  work. 

►  Get  your  group  together  to  confirm  your  performance  purpose  and  goals  and  get 
to  know  one  another.  Don't  skimp  on  a  face-to-face  meeting  just  to  save  time. 

►  Divide  your  tasks  and  goals  into  individual  versus  collective  work  products.  In  our 
experience  nearly  all  groups  require  both  disciplines  to  succeed. 

►  Match  skills  and  perspectives  in  ways  that  take  full  advantage  of  the  personalities 
as  well  as  the  skills.  Remember  that  there  are  roles  for  facilitators  and  discussion 
leaders  as  well  as  for  specialists. 

►  Agree  on  Netiquette.  Is  some  good-natured  flaming  okay?  Are  there  time  limits  for 
responding  to  ideas  and  suggestions?  Are  responses  mandatory  or  optional?  If 
group  members  are  not  participating,  what  will  you  do? 


"Body  language  is  important." 
course  it  is.  Body  language  predate 
speech.  Mahesh  Chandra,  an  STM  en 
gineer,  puts  it  this  way:  "Even  a  sligh 
misunderstanding  can  cause  the  pro; 
ect  to  suffer  by  many  days." 

Teams  aren't  just  for  hardwar 
projects  like  STM's.  Jackie  Moore 
based  in  London,  is  the  leader  of  aj 
American  Express  Human  Resource 
virtual  team  that  spans  the  globe.  Be 
cause  she  is  adept  at  using  groupwan 
Moore  need  not  staff  every  locatio 
with  every  kind  of  specialist.  If,  sa 
Tokyo  needs  help  with  a  particuh 
problem,  it  can  use  groupware  to  ca 
on  a  specialist  who  may  be  located  i 
Buenos  Aires.  This  saves  a  lot 
expensive  head  coun 
without  subjecting  distai 
locations  to  the  frustn 
tion  often  experience 
when  all  the  specialis 
work  at  corporate  heac 
quarters.  As  one  c 
Moore's  colleagues  pu 
it,  "You  can  design  som« 
thing  in  the  mornin 
e-mail  it  out  and  by  tr 
next  day  have  everyone 
input  and  suggestior 
from  everywhere!" 

In  short,  groupwai 
enables  Moore's  depar 
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;nt  to  function  as  a  team,  though  its 
lyers  are  scattered  across  the  globe. 
Teams  like  Moore's  at  American 
press,  or  the  one  at  STM,  are  splen- 
I  competitive  weapons,  priceless 
rporate  assets.  They  can  work  what 
:ms  like  magic  in  speed,  innovation 
d  customer  service.  Corporate  part- 
ring — the  theme  of  this  issue — 
almost  impossible  without  group- 
ie-linked teams.  At  their  best, 
tms  make  two-plus-two  into  six 
seven. 

Teams  require  a  different  sort  of 
dership  than  traditional  boss-and- 
ff.  A  team  leader's  job  is  not  to 
ike  decisions  but  to  build  mutual 
mmitment  and  confidence.  The  STM 
.m  worked  because,  in  the  end,  the 
:mbers  were  able  to  subordinate 
:ir  individual  viewpoints  and  egos 
their  collective  objective  through 
J-time  collaboration,  multiple  lead- 
hip  and  disciplined  team  behavior, 
ben,  for  example,  there  were  dis- 
reements,  the  team  did  not  fall  back 

cut-the-baby-in-two  compromise, 
ther,  each  person  worked  hard  to 
derstand  differing  points  of  view. 

a  result  the  decisions  weren't  the 
tcome  of  a  tug  of  war  among  as- 
'ted  egos  but  real  pieces  of  collective 
sdom. 

A  lot  of  what  passes  in  the  corpo- 
e  world  as  "team-building"  makes  us 
igh.  Sending  a  bunch  of  men  and 
mien  on  an  Outward  Bound  course 
simulate  teaming  may  be  fun,  but  it 
esn't  accomplish  much.  Nothing  can 
)lace  the  actual  experience  of  putting 
ur  reputation  and  experience  at  risk 
part  of  a  team  of  people  you  have 
rned  to  care  about.  With  teaming  the 
iotional  commitment  to  shared  per- 
mance  is  not  just  part  of  the  deal.  It 
the  whole  thing.  When  the  job  was 
ne,  one  of  the  STM  team  members 
d:  "This  was  the  best  experience  of 
l  life.  1  learned  so  much." 

Now,  that  is  teaming.  F 

i  Katzenbach  and  Douglas  Smith  are 

'selling  authors  and  independent 
nagement  consultants.  Their  latest  hook  is 
t  Discipline  of  Teams  (John  Wiley  &  Sons, 
n,  $29.95). 


Your  business  is  highly  successful.  Your  goals  are 
even  higher.  Do  your  communications  providers  measure 
up... or  are  there  limits  to  their  reliability  and 
responsiveness? 

For  communications-critical  companies,  limits  mean 
lost  time,  lost  dollars... lost  customers.  That's  why  so 
many  business  leaders  are  choosing  to  exceed  the  limits. 
With  Focal. 

Extremely  robust  voice,  data  and  Internet 
infrastucture  services.  Refreshingly  creative  thinking. 
Remarkably  responsive  customer  care.  To  improve  the 
way  you  do  business,  call  Focal.  Then  fasten  your  seat  belt. 


FOCAL 

Exceed  The  Limits: 

Call  877.98. FOCAL 
www.  f  ocalexceed  .com 
Nasdaq:  FCOM 


Atlanta,  Boston,  Chicago,  Cleveland,  Dallas,  Detroit, 
Fort  Worth,  Houston,  Los  Angeles,  Minneapolis/St.  Paul, 
New  York,  Northern  New  Jersey,  Oakland,  Orange  County,  Philadelphia, 
San  Francisco,  San  Jose,  Seattle,  Washington  DC,  Northern  Virginia. 
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the  Outsourcers 


BY  GREG  HOLDEN 

CONSULTANTS  AND  MANAGEMENT 
gurus  love  to  spout  off  about  the 
benefits  of  outsourcing.  Focus  on 
your  core,  and  farm  out  the  nonessen- 
tial things  like  human  resources, 
payroll  and  customer  relationship 
management. 

It's  created  a  boom  in  Web-based 
Application  Services  Providers  (ASPs). 
ASPs  host  software  on  powerful  servers 
and  make  those  applications  available 
to  clients  over  a  network  for  a  subscrip- 
tion fee.  It's  a  business  that  has  grown 
to  $3.6  billion  since  1999. 

The  benefits  of  ASPs  are  clear. 
Users  can  run  the  applications  using 
Web  browsers  from  any  computer  that 
has  Internet  access.  Employees  work- 
ing from  home  or  on  the  road  can  still 
collaborate  with  co-workers  and  can 
access  data. 

ASPs  also  allow  businesses  to  get 
new  applications  up  and  running  more 
quickly,  without  worrying  about  find- 
ing and  retaining  qualified  IT  staff.  The 
cost  savings  can  be  immense.  For  ex- 
ample, to  buy  customer  relationship 


management  (CRM)  software  from  a 
firm  like  SAP  or  Oracle  can  cost  as 
much  as  $250,000,  not  including  instal- 
lation costs.  But  a  small  company  might 
pay  just  $50  per  month  to  patch  into  a 
hosted  ASP  that  specializes  in  CRM. 

Unfortunately  for  the  ASPs,  the  cur- 
rent economic  slowdown  has  had  dras- 
tic consequences.  In  February  2001 
free-storage  service  provider  Driveway 
told  its  customers  only  two  weeks 
ahead  of  time  that  it  was  going  out  of 
business,  forcing  them  to  scramble  to 
find  a  new  provider  before  their  data 
would  be  wiped  out.  That  was  courte- 
ous compared  with  the  exit  another 
ASP,  Red  Gorilla,  made  last  October. 
Some  of  its  customers  learned  about 
the  closure  from  the  local  paper.  Others 
only  realized  something  was  up  when 
e-mail  sent  to  customer  support  staff 
simply  bounced  back. 

The  Gartner  Group  has  predicted 
that  60%  of  the  more  than  800  ASPs  out 
there  will  go  out  of  business  and  only  a 
handful  of  full-service  enterprise-class 
ASPs  will  survive.  So  how  do  you 
choose  an  ASP  that  will  still  return  your 


There  is  a 
shakeout 
underway 
among  gluttei 
Application 
Service 
Providers. 
How  do  you 
separate  the 
ones  that  will 
keep  your 
server  up  froi 
the  ones  goin 
belly  up? 


e-mail  in  six  months? 

Here  are  some  guidelines. 

First,  do  whatever  you  can  to  gai 
the  ASP's  financial  stability.  This  is 
easy  because  most  are  private  comj 
nies.  Scour  the  Web  for  reports  of  L 
offs  or  downturns  in  business. 

Also  look  for  ASPs  that  have  esti 
lished  networks  of  regional  and  lo 
resellers — they're  better  connected  a 
are  more  likely  to  generate  steady  sa. 

Success  breeds  success,  so  ask  for  | 
ographies  of  senior  staff  and  resume 
key  employees.  Evaluate  each  co 
pany's  track  record — how  long  ha 
been  around?  Who  are  its  clients?  A 
talk  with  the  Independent  Softw 
Vendors  (iSVs).  They  provide  most  A 
with  the  software  they  lease  and  ai 
seldom-tapped  source  of  good  fij 
hand  information.  You  can  find  • 
who  they  are  by  asking  the  ASPs  or 
checking  Web  sites. 

Since  it  can  be  scary  to  have  sei 
tive  information  reside  on  an  A 
server,  make  sure  its  security  precl 
tions  are  up  to  snuff.  Look  for  ASPs  1 
provide  access  through  virtual  prn 
networks  (VPNs),  frame  relay,  or  As 
chronous  Transfer  Mode  (ATM).  Al 
these  allow  you  to  bypass  the  Intel 
in  favor  of  a  dedicated  line. 
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One  hitch  is  that  ASPs  don't  yet  fol- 
w  a  standard  pricing  model.  Some 
;e  a  "per-employee"  system,  while 
hers  charge  "per- seat"  fees  based  on 
ch  registered  user.  A  third  option  is  to 
ly  for  each  machine  that  runs  the 
>sted  application.  Look  for  an  ASP 
at  can  be  flexible. 

When  you  make  your  choice,  be 
re  to  get  a  service-level  agreement 
LA)  and  adjust  it  to  fit  your  needs.  A 
iod  SLA  should  address  availability,  re- 
onse  time,  reliability,  and  error  rates, 
len  pin  the  ASP  down  on  any  startup 
:s  or  upgrade  costs  it  plans  to  charge. 

Some  ASPs  try  to  spring  "gotcha" 
ss,  such  as  costs  of  customizing  the 
p's  applications  to  fit  your  needs.  Ac- 
rding  to  Paula  M.  Hunter,  president 

the  ASP  Industry  Consortium,  "The 
ntract  should  outline  monthly  fees 
r  data  backup  and  recovery.  Also  re- 
ew  the  contract  as  far  as  help  desk 
pport.  Some  ASPs  charge  fees  for 
acing  support  calls." 

"Customers  should  take  precau- 
ms  by  adding  exit  provisions  to  their 
rvice  contracts,"  says  Kneko  Burney 

Cahners  In-Stat,  an  e-business  re- 
arch  firm.  "These  ensure  that  you  re- 
in the  right  and  access  to  proprietary 
ta  and  applications  and  that  you  can 
t  uninterrupted  service  elsewhere  in 
se  the  provider  goes  under." 

But  even  with  all  of  these  safety 
easures,  don't  get  suckered  into  sign- 
g  a  contract  longer  than  the  usual  18 

36  months  unless  you're  sure  that 
e  ASP  is  on  solid  financial  footing. 

Which  are  the  fail-safe  ASPs?  Here 
e  a  few: 

iterprise  ASPs  

lese  ASPs  offer  integrated  business 
•plications  and  services  including 
iterprise  resource  planning  (ERP)  and 
IM  to  large  businesses: 
JSInternetworking  is  widely  acknowl- 
Iged  as  the  leader  in  the  field, 
though  it  recently  announced  some 
^offs,  the  company  is  ranked  as  the 
imber  one  ASP  by  the  International 
ita  Corp. 

>an  Carlos,  Calif.-based  Corio,  Inc. 
ecializes  in  providing  integration 
d  management  of  software  that  can 


be  accessed  over  a  network.  It  has  a 
very  strong  client  base,  high  visibility 
and  is  a  pretty  safe  bet. 

►  Qwest  Cyber.Solutions  is  known  for 
providing  the  best  service  guarantees 
in  the  business.  It  can  also  draw  upon 
the  resources  of  its  financial  sponsor, 
$17-billion  telecom  giant  Qwest,  and 
partner  KPMG  Peat  Marwick. 

►  For  businesses  with  more  specific 
needs,  NetASPx  is  a  top  choice  with 
strong  backing  from  GTCR,  a  private 
equity  firm  with  $4  billion  in  capital. 
NetASPx  focuses  mostly  on  human 
resources,  finance  and  accounting, 
collaboration  and  e-commerce. 

They  go  by  acronyms  like  AIP  and  MSP 
(see  glossary  below),  and  typically  do 
staging,  testing,  and  management  of  e- 
commerce  and  other  Web  applications. 

►  Loudcloud  is  a  new  MSP  from 
Netscape  founder  Marc  Andreessen.  It 
uses  its  Opsware  technology  to  make 
Web-based  data  more  manageable.  It 
recently  raised  $150  million  in  an  IPO 
and  has  already  attracted  clients  like 
News  Corp.  and  Ford. 

►  Digex  is  a  popular  AIP  that  has  the 
solid  financial  backing  of  new  owner 
WorldCom  and  access  to  its  Internet 
backbone. 

►London-based   Cable  &  Wireless 

provides  secure  e-commerce  Web 
hosting.  Its  joint  venture  with  Compaq 


and  Microsoft  combines  hosted 
software,  hardware  and  communi- 
cations infrastructure. 

ASP  Aggregators  

These  outfits  are  one-stop  shops  for  a 
variety  of  hosted  applications  like 
automated  billing  or  payroll  services. 
►  The  current  leader  is  Jamcracker.  It 
helps  businesses  integrate  legacy 
systems  with  its  own  software  suite 
provided  by  its  ASP  partners,  including 
AppShop,  which  provides  financial 
applications  by  Oracle,  and  Web 
conferencing  firm  Web  Ex  (seepage  54). 

Software  giant  Microsoft  is  taking 
advantage  of  the  turmoil  in  the  ASP 
business  by  offering  its  own  suite  of 
Web-based  software.  Its  much  publi- 
cized .Net  division  delivers  software 
through  sites  like  BCentral,  which  helps 
small  businesses  manage  their  books 
online  and  provides  site  hosting. 

Other  software  giants  like  Oracle, 
Sun  Microsystems  and  IBM  are  pushing 
hard  into  the  battered  ASP  business. 
IBM's  ASP  Prime  program  allows  its 
partner  software  vendors  to  become 
ASPs  themselves. 

Don't  let  predictions  of  dot-com 
doom  and  gloom  keep  you  from  out- 
sourcing to  an  ASP.  With  a  little  home- 
work you  can  find  solid  companies.  An 
extensive  directory  of  ASPs  can  be 
found  at  www.webware.com.  F 


UNTANGIING  THE  ASPs 

Techies  have  a  knack  for  talking  in  code.  ASPs  are  inventing  new  acronyms 
in  an  attempt  to  shed  the  dot-com  taint.  Here  are  some  of  the  latest: 

AIP:  Application  Infrastructure  Provider.  Provides  an  ASP  with  needed  infrastructure  services  such  as  data 
storage  and  management  of  files  so  the  ASP  can  focus  on  hosting  applications  (e.g.,  Cable  &  Wireless). 
ASP  Aggregator:  Provides  access  to  a  variety  of  ASPs  through  a  single  Web  site  (e.g.,  Jamcracker) . 
BSP:  Business  Service  Provider.  Jargony  cloak  for  ASPs.  Provides  software  that  helps  companies 
manage  functions  such  as  work  flow,  human  resources,  finance  or  accounting  (e.g.,  Captura). 
CSP:  Commerce  Service  Provider.  Sets  up  and  manages  e-commerce  Web  sites  (e.g.,  Bigstep.com). 
MSP:  Management  Services  Provider.  Manages  information  technology  infrastructure:  monitors  secu- 
rity systems,  evaluates  performance  and  backs  up  data  for  desktop  PCs,  Web  and  e-commerce  servers, 
and  networks  (e.g.,  LoudCloud). 

SSP:  Storage  Service  Provider.  Provides  computer  storage  space,  periodic  backup,  archiving,  and 
the  ability  to  consolidate  data  from  multiple  company  locations  so  that  data  can  be  effectively  shared 
(e.g.,  Quantum). 

VSP:  Vertical  Service  Provider.  An  ASP  that  targets  a  specific  niche,  such  as  health  care  or  the  govern- 
ment (e.g.,  Aristasoft). 

WASP:  Wireless  Application  Service  Provider.  Makes  business  applications  and  data  accessible  from 
PDAs,  two-way  pagers,  Web-enabled  cell  phones,  and  other  wireless  devices  (e.g.,  GiantBear). 
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t»-TEST:  Hold  a  Virtual  Meeting  Using  Webex,  an 
Conferencing  Web  Site. 


webex 


Online 


©tings  on  the  web 

Wabt*  It  tfaOvannq  raol-tlma  Intaroctlvo  mt 
»arvlc*«  lo  mora  than  3273  global 
corporation*  who  UM  Woota  oniln* 
■  r  f  ■ ..  1. 1  >  to  favo        t- ,  and  mcraava 
productivity  IMft)  how  wobt*  con  provlda 
O  euMoml/ed,  krw-roft  solution  for  your 
butlnatt  il>«t  Mill y  onhonco 
cuHdiit'  tatl«JoOian  and  acta lar ate  your 
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METHODOLOGY: 

It  took  only  a  couple  of  minutes  to  set 
up  a  Web-and-telephone  conference  for 
four  people  located  in  Boston,  New  York 
and  California.  We  sent  Webex.com  the 
participants'  names,  e-mail  addresses 
and  a  meeting-specific  password.  Webex 
then  e-mailed  notices  to  invitees,  pro- 
viding a  designated  phone  number  to 
call  and  a  secure  URL  for  them  to  log  on 
to.  Once  on  the  Webex  browser  page,  the 
host  can  launch  any  number  of  applica- 
tions from  his  or  her  desktop;  our  group 
looked  at  MS  Word  and  Adobe  files  while 
communicating  via  phone  and  instant 
messaging. 


EXPERIENCES: 

Pros: 

►  It  was  easy  to  follow  the  meet- 
ing. An  arrow  pointer  directed 
viewers  to  the  applications 
being  discussed.  And  it  was  in- 
teractive: Attendees  could  take 
over  the  pointer  from  the  host 
by  clicking  on  their  mouse. 

►  Presentation  materials  can  include 
Excel,  Powerpoint,  Photoshop  or  virtu- 
ally any  other  application  the  host  has 
on  his  computer. 

►  Webex  can  accommodate  up  to  500 
people  per  meeting.  And  it  can  set  up  a 
branded  page  on  your  company's  in- 
tranet with  advance  meeting  schedules. 
►You  can  record  the  entire  meeting  for 
playback  on  the  Web  at  a  later  date. 

►  Chatting  via  Webex  instant  messaging 
kept  the  meeting  from  getting  bogged 
down  with  small  asides.  Click  the  Pri- 
vate button  if  you  don't  want  to  address 
the  whole  meeting. 

►  If  one  computer  crashes,  the  meeting 


keeps  going.  To  rejoin,  just  reboot. 
Cons: 

►There's  no  clear  way  to  identify  w 
is  leading  the  meeting  or  directing  t 
pointer;  any  attendee  can  take  contro 

►  Not  available  for  Mac  users.  (Web 
says  this  will  change  soon.) 

►  Annoyingly  long  wait  for  custom 
service.  We  were  on  hold  for  ten  mi 
utes.  Forget  about  any  technical  assi 
tance  after  7  p.m.  PST. 

►  Costly.  Individuals  pay  45  cents  for  t 
first  minute,  per  user,  and  then  five  cei 
for  each  additional  minute.  Business 
can  subscribe  for  unlimited  month 
usage,  beginning  at  SI 00  per  user. 

►  The  meeting's  host  can  request 
"ding"  to  sound  if  someone  leaves  t 
meeting,  which  can  be  distracting. 
RECOMMENDATION: 

Ideal  for  meetings  with  employees 
far-flung  locations,  whether  in  ho 
rooms  or  satellite  offices.  Best  for  sm 
groups  (fewer  than  20  people). 

— Lea  Goldm 


►TEST: 


Put  Rolodex  Updating  on  Autopilot 


METHODOLOGY: 

A  colleague  invited  us  to  join  Scout,  a  free  online  Rolodex 
program  that  promises  to  save  the  hassle  of  updating  entries. 
After  accessing  it  at  www.ants.com,  we  registered  (giving  only 
our  name  and  e-mail  address)  and  then  input  our  title,  ad- 
dress, phone  and  fax  numbers.  Scout  only  works  with  Out- 
look 98  or  2000  for  Windows.  After  an  easy  five-minute 
download  and  installation,  the  program  was  up  and  running. 
We  transferred  our  contacts  through  Outlook,  asking 
Ants.com  to  contact  them  so  that  their  information  would 
be  updated  automatically. 
EXPERIENCES: 
Pros: 

►  Keeps  your  address  book  from  becoming  stale,  with 
minimal  effort.  Once  your  contacts  become  Scout  members, 
their  data  will  be  updated  whenever  they  change  numbers 
or  move. 

►To  create  a  new  contact,  all  we  did  was  enter  the  e-mail 
address.  If  Scout  found  the  person  in  its  database,  the  pro- 
gram then  automatically  filled  in  the  rest  of  their  informa- 
tion. If  not,  it  invited  them  to  become  a  member. 


0  • 


►Your  contacts  won't 
receive  more  than  one 
invite  to  join  the  pro- 
gram. If  they  have 
already  received  an 
e-mail  from  Scout,  the  software  knows  not  to  send  anoth 

►  If  you  have  a  private  number  for  a  high-profile  executi 
you  can  block  the  system  from  updating  that  specific  en 
with  new  public  contact  information 
Cons: 

►Doesn't  work  on  Macs  or  with  Novell's  e-mail  progra 
(Lotus,  Palm  and  Outlook  Express  compatibility  are  promis 
►When  contacts  aren't  Scout  members,  you  have  to  mai 
ally  enter  their  information.  To  date,  membership  is  scani 

►  Privacy.  If  someone  knows  your  e-mail  address  and  you 
a  member,  he  can  easily  get  your  phone  numbers  and  m 
ing  address,  whether  you  want  him  to  or  not. 
RECOMMENDATION: 

A  great  way  to  save  time  updating  contacts  and  to  reduce 
number  of  stale  contacts  in  your  Rolodex.  However,  the  : 
tern  is  only  useful  if  lots  of  people  join.  — Jennifer  McCult 
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IVIOIfC  VCll UClblC     't's  true  some  cards  afford  their  owners  a 

^^J^iy^  (J^^lf^l     certa'n  status'  Dut  one  card  9'ves  y°u  tne  power  to  get 

wha 

or  platinum. 


what  you  really  need.  The  Blue  Cross  of  California  card. 
It  gives  you  easy  and  affordable  access  to  one 
f  the  largest  networks  of  doctors  and  hospitals  in  California.  And  if  you're  traveling 


iutside  of  the  state,  you're  still  covered,  because  the  benefits  of  having  a  Blue  Cross 
ard  follow  you  wherever  you  go.  So  remember,  when  it  comes  to  your  health,  nothing 
;  more  valuable  than  having  The  Power  of  Blue  working  for  you. 


BlueCross 

of  California 


The  Power  of  Blue. 

*or  more  information, visit  us  at  www.bluecr055ca.com. 

Blue  Cross  of  California  (BCC)  is  an  Independent  Licensee  of  the  Blue  Cross  Association  (BCA).  ®  Registered  Mark  and  SM  Service  Mark  of  the  BCA.  ©  2001  BCC. 


Boardroom 
Resolution 

New  lightweight  digital  projectors  are  so  bright  and  crisp, 
they  can  turn  your  meeting  room  into  a  screening  room. 

BY  DAVID  FORMAN 

■  f  you've  ever  arrived  at  an  important  meeting  only  to  find  that  your  client's  projec- 
I  tor  wasn't  working  or  that  your  laptop  wasn't  compatible  with  it,  now  you're  in  luck. 
I  High-quality  lightweight  digital  projectors  now  cost  about  the  same  as  a  good  lap- 
top, and  the  resolution  on  some  is  so  crisp  that  they  may  put  a  dent  in  the  home- 
theater  market.  After  the  Powerpoint  presentation,  just  pop  a  Gladiator  DVD  into  your 
laptop,  hook  up  some  speakers  and  break  out  the  popcorn. 

Ultraportables  come  in  two  varieties.  Liquid  crystal  display  (LCD)  projectors  send 
light  through  red,  green  and  blue  filters,  displaying  up  to  65,000  colors.  These  pro- 
jectors tend  to  be  more  rugged,  weighing  about  5  to  6  pounds.  They're  fine  for  busi- 
ness presentations,  but  aren't  great  for  watching  movies:  during  action,  images  blur. 
The  second  type  uses  digital  light  processing  technology  (DLP):  Tiny  mirrors  reflect 
light,  which  passes  through  a  wheel  of  red,  blue  and  green  creating  realistic  colors. 
These  machines  are  lighter  than  LCD  machines,  usually  weighing  about  3  to  5 
pounds— no  blurring  on  these  models. 

We  tested  eight  ultraportables  that  sell  for  less  than  $5,000  each.  The  best  are  com- 
pact, offer  high  resolution  and  enough  lumens  to  make  a  presentation  in  a  well-lit  room. 

Below  you  will  find  our  picks,  from  best  to  worst.  Before  you  buy,  use  Web 
sites  like  www.shopper.com  to  check  prices.  New  models  con- 
tinue to  come  out,  and  prices  are  expected  to  fall. 


InFocus  LPI30 


www.infocus.com 
Price:  $4,999 

This  DLP  projector  is  every  bit  as  goc 
as  the  Compaq;  however,  it  lacks  a 
internal  speaker,  so  you'll  have 
hook  speakers  to  your  laptop, 
weighs  only  3  pounds  and  projec 
images  at  a  bright  1,100  lumens.  It 
also  easy  to  use.  The  remote,  for  ii 
stance,  features  nine  simple  buttoi 
and  lets  you  correct  distortion  that  r 
suits  from  the  angle  at  which  a 
image  is  projected.  Another  sma 
feature:  Instead  of  having  multip 
ports  on  the  back,  there  is  one  sing 
video  port  that  can  connect  to  bo' 
analog  and  digital  video  devices. 


Epson  PowerLite  7I5C 

www.epson.com 
Price:  $4,899 

Despite  its  name  the  PowerLite  is  hea^ 
weighing  in  at  6  pounds.  The  unit  is  fL 


Compaq  MP280Q 


www.compaq.com 
Price:  $4,999 

This  sleek  3-pound  unit  is  the  Porsche  of  projectors.  Its  elegant  blac 
and-silver  case  is  made  from  magnesium.  Also,  the  projector  stands  ve 
tically,  so  it  doesn't  take  up  much  table  space.  At  the  heart  of  this  pr 
I  jector,  as  well  as  other  DLPs,  is  a  postage-stamp-size  digit 
I  micromirror  device  that  lets  colors  blend  into  65,000  different  hut 
I  The  Matrix  never  looked  so  good.  Unlike  many  units,  the  project' 
colors  match  the  colors  on  your  laptop  screen.  It  comes  with  a  cli 
!  on  multimedia  adapter,  which  offers  an  8-watt  speaker.  It  has  a  pc 
for  hooking  up  a  digital  camcorder.  The  lamp  is  encased  in  a  pr 
tective  enclosure  so  it  can  be  replaced  while  still  hot.  There  are  a  fe 
drawbacks:  Projection  is  at  1,000  lumens,  which  means  that  wh 
projecting  in  a  well-lit  room  the  image  quality  suffers;  it's  also  t 
most  expensive  of  the  bunch. 
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)r  basic  Powerpoint  presentations  or  for 
iewing  Web  sites,  and  at  1,200  lumens 
's  especially  bright — even  in  room  light, 
'his  unit  offers  ultrahigh  resolution 
l,600-by-l,200),  great  if  you  want  sharp 
isplays  of  digital  photos.  Another  handy 
;ature  is  its  PC  card  reader,  which  allows 
3U  to  display  presentations  directly  from 
le  projector — no  need  to  lug  the  laptop, 
ut  with  the  PC  card,  you  can  only  display 
ills,  like  pictures  or  text — forget  about 
mbedding  video  into  a  presentation. 


LUS  U3-I080 


'ww.plus-america.com 
rice:  $3,995 

[ere's  a  good  DLP  projector  for  about 
0%  less  than  Infocus'  model  LP  130, 
nd  it  weighs  just  2.9  pounds, 
he  unit  features  a  sliding  lens 


a  preproduction  IX- 156  and 
we  tested  its  predecessor, 
the  IX- 155.  The  only  differ- 
ence between  these  two 
units  is  that  the  new  model 
features  a  digital  port,  so  it 
works  with  newer  digital 
devices.  The  unit  weighs 
4.9  pounds,  and  it  comes 
with  an  analog  adapter.  We 
found  it  complicated  to  use 
at  first — the  controls  are  not  in- 
tuitive  on  the  unit  or  on  the  remote. 
Be  prepared  to  spend  some  time  going 
over  the  instruction  manual. 

Once  you  get  the  MultiSync  work- 
ing, image  quality  is  good  because  it 
projects  at  a  bright  1,200  lumens.  How- 
ever, because  it's  an  LCD  unit,  it  isn't 
great  for  showing  DVDs;  individual  pix- 
els blur  when  displaying  motion.  Like 
the  Epson  PowerLite,  this  projector  has 
a  memory  slot  that  lets  you  load  presen- 
tations or  photo  slideshows  directly  into 
the  projector. 


Dver,  quiet  operation  and  easy-to-  'SvSS; 
se  controls.  Unfortunately,  it  does 
ot  connect  to  digital  devices.  It's  also 
le  dimmest  of  the  group,  at  800  lu- 
lens.  When  we  tested  the  unit  with  a 
owerpoint  presentation,  the  colors 
nd  text  did  not  stand  out.  If  you  buy 
lis  unit,  make  sure  to  shut  the  lights 
ff  before  the  presentation. 


# 


IEC  MultiSync  LT  156 

rww.nectech.com 
rice:  $4,795 

'his  LCD  model  is  so  new  it  wasn't 
vailable  for  us  to  review  in  its  final 
arm.  We  did,  however,  sneak  a  peek  at 


Sharp  Nofevision  PG-C20XU 

www.sharp-usa.com 
Price:  $3,399 

The  Notevision  is  a  good  choice  for 
the  budget-conscious  but,  as  they  say, 
you  get  what  you  pay  for.  The  LCD 
projector  weighs  5.7  pounds,  comes 
with  a  puny  1-watt  speaker  and  pro- 
jects images  at  1,000  lumens.  Also, 
there  are  no  digital  ports.  When  we 
displayed  our  Powerpoint  through  this 
unit,  there  was  a  distracting  flicker. 
The  images  look  as  if  you  are  viewing 
them  through  a  screen  door.  With- 
out straining,  we  actually  saw  the 
grid  lines  beneath  the  pixels.  The 
best  feature  is  its  ability  to  project 
from  a  desktop  PC — handy  for 
those  without  a  laptop. 


ViewSonic  LiteBird 
PJ1075  

www.viewsonic.com 
Price:  $4,195 

This  attractive  gun- 
metal-gray  DLP  unit 
weighs  5  pounds  and 
sits  vertically.  It  pro- 
jects at  an  impressive 
1,200  lumens,  has  a 
3-watt  speaker,  and 
you  can  use  it  3  feet 
away  from  the 
screen.  Unfortunately,  we 
had  problems  correcting  blurry  images. 
So  be  prepared  to  live  with  distracting 
jagged,  flickering  images.  Also,  there  are 
no  digital  ports.  This  one's  not  worth 
the  money. 

Optoma  EzPro  718  

www.optoma.com 
Price:  $4,195 

Like  the  ViewSonic,  this  upright  looks 
pretty  snazzy.  However,  it  is  sorely  lack- 
ing in  features.  It  has  no  digital  port  and 
its  buttons  are  tiny.  When  we  used  them, 
they  stuck — not  something  you  want  to 
have  happen  while  you  are  showing  your 
business  plan  to  a  group  of  VCs.  The  ma- 
chine was  noisy,  so  you'll  have  to  speak 
up.  There  is  one  useful  feature  worth 
mentioning:  Picture-in-picture  technol- 
ogy allows  you  to  watch  full-motion 
video  while  browsing  the  Web  or  flip- 
ping through  a  Powerpoint  presentation. 
For  those  who  need  to  huddle  in  small 
meeting  rooms,  this 
projector  allows  you 
to  place  it  3.3  feet 
away  from  a 
screen  and  still 
get  a  crisp 
image.  F 
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Jlnwired  By  Andy  Seybold 


Buy  Wireless  When  Tech  Rebounds 


THE  TALKING  HEADS  ON  TV  ARE  GOING  ON  AND  ON 
about  whether  or  not  tech  stocks  have  bottomed. 
They  are,  as  usual,  asking  the  wrong  question.  The 
question  they  should  be  asking — and  that  I  will  try 
to  answer — is  not  "when"  but  "which." 
The  simple  fact  is  that  most  former  tech  superstars  will 
never  soar  again.  But  we  can  be  sure  of  this:  The  technology 
revolution  isn't  over — it's  just  getting  started.  So,  the  proper 
question  is:  Which  tech  stocks  should  you  buy  for  the  next 
inning  of  this  exciting  ball  game? 
My  answer,  in  a  word:  wireless. 
Here's  why.  Wireless  is  still 
in  its  early  stages  in  the  U.S.  It 
is  one  of  the  few  areas  of  tech- 
nology where  Europe  and 
Japan  are  ahead  of  us. 

Wireless  companies  don't 
have  the  same  financial  prob- 
lems the  deflated  dot-coms  do. 
The  wireless  stocks  I  like  all 
have  long  histories  of  revenue 
growth,  earnings  growth  and 
usage  trends.  We're  talking 
about  traditional  business 
measures  here,  not  the  kind 
of  "New  Economy"  metrics 
that  were  used  to  talk  up  the 
dot-coms. 

The  potential  market  for 
wireless  is  immense.  There  are  more  than  100  million  cell 
phones  already  in  use  in  the  U.S.,  but  we  are  using  them  in 
relatively  limited  ways.  Wireless  networks  are  being  built  all 
over  the  globe  so  that  you  will  be  able  to  access  the  Web  from 
anywhere.  This  will  increase  traffic  on  the  Web  and  will 
vastly  increase  our  usage  of  wireless. 

Designers  and  programmers  are  building  a  wireless  Web 
and  phones  that  operate  via  satellite.  High-speed  wireless 
data  connections  to  millions  of  businesses  and  homes  will 
replace  wire,  cable  and  fiber.  With  wireless,  your  car  will  be- 
come your  office  and  entertainment  center. 

Already,  U.S.  wireless  operators  are  tearing  out  existing 
second-generation  networks  and  replacing  or  augmenting 
them  with  third-generation  systems.  Soon,  wireless  phones 
will  come  widi  color  screens.  New  cars  will  automatically  call 
for  help  when  an  air  bag  is  deployed. 

The  tech-stock  collapse  has  burned  investors  badly,  so  I 
don't  look  for  a  wild  run-up  in  wireless  stocks  comparable 
to  what  we  saw  in  tech  stocks  in  the  late  1990s.  It  will  be  a 
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Wireless  compa- 
nies don't  have  the 
financial  problems 
the  dot-coms  do. 
The  stocks  I  like  all 
have  histories  of 
revenue  growth, 
earnings  growth 
and  usage  trends. 


more  orderly  bull  market,  bul 
the  rewards  will  be  solid. 

Here  are  some  of  m> 
favorites: 

GemPlus  (Nasdaq:  GEMP 
$8).  Pick  up  a  wireless  phont 
almost  anywhere  outside  o 
the  U.S.,  and  you'll  see  that 
contains  a  small  card.  Th< 
card  comes  from  GemPlus 
The  small  chips  embedded  ir 
these  cards  are  used  in  al 
GSM-based  wireless  devices.  CDMA  systems  also  plan  to  us» 
the  cards.  And  when  they  do,  GemPlus'  revenues  should  ris< 
rapidly. 

This  company  has  real  earnings.  Profits  in  its  fiscal  yea 
ending  December  2000  were  $93  million — that's  up  178% 
At  $8  its  stock  price  has  been  cut  in  half.  At  these  prices,  it' 
a  good  way  to  bet  on  the  future  of  wireless. 

Palm  (Nasdaq:  PALM,  $7).  Not  only  does  it  make  mone" 
on  its  own  appliances,  Palm  also  licenses  its  operating  system 
Today  80%  of  all  PDAs  run  on  Palm  operating  systems. 

This  leader  in  PDAs  has  embraced  wireless  voice  and  dat 
in  a  big  way.  It  was  first  to  introduce  a  wirelessly  enabled  PD, 
(the  Palm  VII),  and  it  will  introduce  new  wireless  model 
this  year,  including  a  voice-and-data  device  for  Europe 
Palm's  stock  took  a  hit  in  March  after  the  company  an 
nounced  it  wouldn't  meet  its  earnings  forecast.  For  the  yea 
the  stock  is  down  70%.  That  puts  it  in  bargain  territory. 

Qualcomm  (Nasdaq:  QCOM,  $56).  This  company  own 
the  intellectual  property  for  CDMA,  the  most  promising  tech 
nology  used  in  the  delivery  of  wireless  voice  and  data.  Two  c 
the  top  five  U.S.  networks  employ  CDMA:  Verizon  and  Sprir 
PCS.  Nextel  has  announced  that  it  will  be  building  a  ne^ 
CDMA-based  network,  and  operators  in  South  Ameria 
Japan,  Korea  and  China  are  building  CDMA-based  network, 

All  third-generation  technologies  that  will  be  deploye 
around  the  world  are  based  on  some  form  of  CDMA.  Withi 
the  next  three  to  four  years,  Qualcomm's  revenue  from  ro> 
alties  will  grow  dramatically.  Already,  its  earnings  have  bee 
strong.  In  its  fiscal  year  ending  September  2000  earning 
were  up  234%  over  the  year  before.  Like  all  tech  stocks  th 
one  has  been  hard  hit,  down  about  50%  from  its  high.  Th; 
it  has  held  up  better  than  the  tech  stocks  as  a  group  promist 
well  for  the  stock's  future  performance. 

Andrew  M.  Seybold  is  Editor  and  Publisher  o/Forbes/Andrew 
Seybold's  Wireless  Outlook.  E-mail  him  at 
amseybold@outlook4mohdity.com. 


fhe  head  office 


The  car  office 


The  home  office 


The  beach  office 


How  many  offices  would  you  like? 


Mobile  Office  over  the 
Next  Generation  Internet 

When  will  you  let  your  valued  employees 
go?  The- best  talent  may  prefer  to  work  for 
your  company  only  if  they  don't  have  to  , 
work  at  your  company.  Mobile  business 
solutions  from  Siemens  Information  and 
Communication  Networks  bring  together 
voice,  data,  cellular  and  the  Internet.  Give 
your  staff  all  the  advantages  of  your  office 
communication  systems  and  business  ap- 
plications, so  they  can  work  effectively  and 
efficiently  from  wherever  they  are,  via  what- 
ever device  they  choose.  Keep  your  best 
talent.  Let  them  go...  wherever  they  want. 

mobile  business 


he  Spirit  Journal 


'Outstanding.' 


— John  Haxsell 
Malt  Advocate 
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Proven  Pickers 

StarMine  sizes  up  analysts  by  their  records, 
not  their  Rolodexes. 


H 


BY  DOLLY  SETTON 

IOW  GOOD  AT  PREDICTION  ARE 
Wall  Street  analysts?  Although 
I  many  people  are  skeptical,  the  fact 
remains  that  analysts  can  move  stocks 
with  their  opinions.  Joseph  Gatto,  a  33- 
year-old  former  risk  analysis  consultant 
in  Menlo  Park,  Calif,  is  trying  to  find 
out  how  good  those  opinions  are. 

Gatto  has  devised  a  formula  for  rat- 
ing the  analysts.  With  $2  million  in  ven- 
ture capital  he  has  established 
www.starmine.com,  where  he  posts 
some  of  his  results.  Alas,  the  free  online 
product  is  pretty  skimpy.  Gatto's  prob- 
lem is  that  many  Wall  Street  firms  refuse 
to  allow  him  to  publish  the  results  of  his 
rating  system.  Many  analysts,  including 
Morgan  Stanley  Dean  Witter's  Mary 
Meeker,  are  not  tracked  on  the  site  be- 
cause their  firms  won't  play  ball  with 
Gatto.  Among  other  firms  that  withhold 
permission  to  use  data  are  Goldman 
Sachs,  Credit  Suisse  First  Boston  and 
Sanford  C.  Bernstein.  Among  the  bro- 
kerages that  do  cooperate  with  Gatto  are 
Merrill  Lynch,  Salomon  Smith  Barney, 
Robertson  Stephens  and  J.P.  Morgan. 

Using  what  data  he  can,  Gatto: 
I)  Names  those  analysts  he  thinks  have 


Rank  Analyst/Firm 


Industry 


the  best  records,  sortable  by  name 
stock  and  industry,  and  names  each  o 
their  picks  over  the  past  12  months. 

2)  Tries  to  predict  earnings  surprise: 
using  his  continually  updated  database 
which  puts  heavier  weightings  on  th< 
opinions  of  analysts  with  the  bes 
records. 

3)  Flags  stocks  where  there  have  beer 
a  flurry  of  recent  estimate  revisions. 

4)  Posts  "bold  calls"  by  the  analysts  whc 
win  five  stars  in  his  ratings. 

The  free  stuff  on  StarMine  is  actuall; 
a  come-on  for  StarMine's  Professiona 
software,  which  costs  $50,000 
$100,000  and  rates  analysts  at  all  firms 
So  far  StarMine  has  lined  up  about  21 
clients,  including  American  Express  am 
Fremont  Funds.  In  September  Gatti 
closed  on  an  additional  $7  million  ii 
capital,  which  he  plans  to  use  in  an  ef 
fort  to  compete  against  IBES  and  Firs 
Call  in  the  earnings-prediction  busines: 

Verdict  on  the  Web  site:  Useful  as 
starting  point  for  investors  looking  fo 
stock  ideas;  you'll  have  to  go  elsewher 
for  research  or  detailed  analysis.  Belo^ 
we  list  the  most  accurate  analysts  ac 
cording  to  StarMine,  and  their  currer 
top  picks. 

Current  Picks 


1 

David  O'Neal 
Midwest  Research 

medical  devices 

Biomet  (BMET).Guidant  (GDT), 
Respironics  (RESP) 

2 

Todd  B.  Richter 

Banc  of  America  Securities 

health  care  providers 

Lincare  Holdings  (LNCR), 
Quest  Diagnostics  (DGX) 

3 

Brenda  Gall 
Merrill  Lynch 

clothing  and  footwear 

Jones  Apparel  (JNY),  Nautica  (NAUT) 

4 

James  Valentine 

Morgan  Stanley  Dean  Witter 

railroads 

Canadian  National  (CNI) 

S 

David  Buck 

Buckingham  Research  Group 

pharmaceuticals 

Andrx  (ADRX).  BarrLabs  (BRL). 
Mylan  Labs  (MYL) 

6 

Jason  Ader 
Bear  Stearns 

recreational  products 

International  Game  Technology  (IGT). 
Six  Flags  (PKS).  Vaii  Resorts  (MTN) 

7 

Dennis  Forst 

McDonald  Investments 

restaurants 

PF  Chang's  (PFCB) 

8 

Mark  Husson 
Merrill  Lynch 

food  retailers 

Kroger  (KR),  Performance  Food  Group  (PFGI 

9 

Joel  Houck 
AG  Edwards 

specialty  finance 

American  Capital  Strategies  (ACAS). 
AmeriCredit  (ACF),  Capital  One  (COF) 

10 

Paul  Puryear 

Raymond  James  &  Associates 

lodging 

Extended  Stay  America  (ESA) 

Distilling  Co.,  N.Y..  N  Y.  i 
[8oProofj-  TbeGlenlimis 


Year  Old  Single  Malt  Scotch  Whisky,  Ale  40*  by  VoL 
1  registered  trade  mart.  WWW.theglenlivet.com 
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At  Visteon,  we're  tuning 
automotive  technology  to  your  customers. 


;  for  innovative  ways  to  strike  a  chord 
ur  customers?  Think  Visteon. 

technologies  give  drivers  a  variety 
to  personalize  their  vehicles,  while 
differentiate  your  brand.  And,  we 
up  with  systems  integration  expertise 
p  it  all  work  together  for  optimal 
lance.  For  example,  multi-zone 
control  lets  all  passengers  control 
?rsonal  comfort,  from  a  single 


modular  system.  And,  Visteon  Biometrics 
represents  the  ultimate  in  personalization  - 
providing  fingerprint  access  and  memory  to 
automatically  adjust  for  driver  or  passenger 
preferences.  So  if  you're  looking  for 
innovative  ways  to  allow  your  customers  to 
personalize  their  vehicle,  think  Visteon. 

Call  us  or  visit  visteon.com  and  enter  the 
code  "per5f"  in  the  VISTconnect  field  on 
our  home  page. 


Visteon  M/4CH® 
Digital  Signal 
Processing  allows 
each  audio  unit 
to  be  custom  programmed  -  during  vehicle 
assembly  -  for  maximum  performance. 


Visteon 


See  the  possibilities 


www.visteon.com 


VISTconnect  code:  per5f 


1.800.VISTEON 


•  •    •  • 


The  connectivity  of  the  Web  has  made  it  possible  for  companies  to  easily 
create  a  network  of  partnerships  that  can  spur  growth,  innovation  and,  most 
importantly,  serve  customers  better. 


There  has  been  an  explosion  of  alliances— more  than 
10,000  announced  last  year— and  we  at  Besf  of  The 
Web  think  that  the  winners  in  this  new  age  of  partnering 
will  be  those  companies  that  attract  others  and  are 
skilled  at  managing  the  relationships.  These  "partners 
of  choice"  are  the  most  magnetic  in  their  class.  In  the 
following  pages  we  present  the  Forbes  Magnetic  40, 
broken  down  by  industry. 

Generating  this  elite  list  was  no  easy  task.  Most 
analysts  don't  track  alliances,  and  there  is  scant 
disclosure  on  them.  Measuring  financial  performance 
from  the  outside  is  nearly  impossible.  Our  reporters 
and  editors  interviewed  not  only  company  executives 
but  also  partners,  consultants  and  other  experts. 

Consultants  from  Accenture  helped  us  develop  a 
methodology  for  uncovering  the  Magnetic  candidates. 
We  looked  at  a  range  of  partnerships— from 
transactional   alliances  involving 
comarketing  or  licensing  to  ~W~^ 
research  and   development  rC#l 
collaborations   and  more 
formal  equity  joint  ventures. 


Forbes 


Higher  weightings  went  to  companies  involved  in 
strategic  alliances,  and  we  judged  companies  on  the 
following  criteria.  Corporate  Assets:  things  like  AOL's 
29  million  subscribers.  Partnering  Skills:  Was  there  a 
set  of  established  best  practices  for  managing 
alliances,  like  at  Pfizer?  Alliance  Reputation:  What  do 
their  partners  think?  Is  there  a  strong  track  record, 
like  at  Corning?  And  finally,  Technology  Usage:  Is  the 
company  taking  advantage  of  the  Web  and  other 
collaborative  tools,  as  Siebel  Systems  does  on  its 
partner  Web  sites? 

We  found  the  biggest  variations  by  industry  in  the 
area  of  Partnering  Skills.  Technology  and  pharmaceutical 
firms  are  steeped  in  sound  alliance  disciplines,  but  in 
industries  like  forest  products  and  supermarkets,  the 
term  "best  practices"  usually  refers  to  the  company 
Softball  team.  Not  all  of  our  winners  are  blue  chips 
either;  in  some  cases  we  chose  innovative 
■  startups,  like  small  business  services 

firm  Rivio,  whose  expertise  in 
partnering  is  integral  to  the 
success  of  its  operating  model. 


£i«3\-  nt  The  W 


For  profiles  on  mo 
than  500  Web-bas 
B2B  companies,  inclu 
ing  B2B  marketplac 
and  enabters,  vi: 
www.forbesbest.com. 


we  know 


HIHH^HHHHHBHBKniflnHIIHMH^BHHIBEaBBH 

they  know 


■ 


ed  Techno 


"If  an  aerospace  company  is  not 

good  at  alliances,  it's  not  in  business," 
says  Pierre  Chao,  senior  aerospace  an- 
alyst at  Credit  Suisse  First  Boston. 
"On  one  project  these  companies  are 
going  head-to-head  to  win  a  contract, 
while  at  the  same  time  they're  part- 
ners on  another  project." 

Given  die  products'  complexities,  as 
well  as  costly  research  and  tooling,  one 
company  cannot  risk  undertaking 
major  projects  on  its  own.  Hartford, 
Conn.-based  United  Technologies  Corp. 
is  a  giant,  but  it  is  involved  in  more  than 
100  worldwide  alliances,  joint  ventures 
and  strategic  partnerships. 

Take  UT's  S-92  helicopter.  The 
company's  Sikorsky  division  orches- 
trates a  web  of  alliances  including  five 
partners  on  four  continents. 

B-  Among  them  are  companies 
L  in  China  and  Taiwan.  Sched- 
J  m  uled  for  production  at  the  end 


NYSE:  UT1 


www.utc.coi 


of  next  year,  the  project  has  been  in 
preparation  for  six  years. 

Sikorsky's  five  supply  partners  all 
make  a  different  section  of  the  heli- 
copter: Aerospace  Industrial  Develop- 
ment Corp.  of  Taiwan  supplies  the 
cockpit;  Mitsubishi  Heavy  Industries  of 
Japan  the  main  cabin;  Gamesa  Aero- 
nautica  of  Spain  the  main  rotor; 
Brazil's  Empresa  Brasileira  de  Aero- 
nautica  the  landing  gear  and  fuel  sys- 
tem; Jingdezhen  Helicopter  Group  of 


Chief  Executive:  George  David 
Key  alliance  officer:  John  J.  Doucette 
Revenues:  $26.6  billion 
Market  cap:  $36. 1  billion 
Alliances:  100  plus 

China  the  vertical  tail  fin  and  stabilize 
Coordination  among  so  mai 
partners  requires  skill.  In  March  20( 
Sikorsky  concluded  corporate  clien 
would  want  more  passenger  spac 
That  meant  expanding  the  body  by 
inches.  Marc  Poland,  the  project  mai 
ager,  says  he  had  to  persuade  eac 
partner  it  was  worthwhile  scrappir 
painfully  created  prototypes.  It  took 
lot  of  diplomacy.  — Doug  Donovi 


RUNNER  Ul 

Boeing 

Though  it  is  The  world's  largest  aerospace  com 
pany,  Boeing  has  formed  an  alliance  of  16  na 
tions  and  hundreds  of  companies  to  build  th 
International  Space  Station. 


Cargill 


Priv. 


www.cargill.CG 


Before  he  died  in  1944,  John  Mac- 

Millan  Sr.,  chairman  of  Cargill  from 
1903  until  1936,  offered  his  grandson 
Whitney  MacMillan,  chairman  from 
1977  to  1995,  advice  on  forming  part- 
nerships. "If  you're  successful  with  your 
joint  venture,  you'll  wonder  why  you 
didn't  do  it  yourself,"  he  said.  "If  you're 
unsuccessful,  you  and  your  partner  will 
end  up  being  enemies." 

Good  filing  Whitney  had  a  rebellious 
streak.  Over  the  past  decade  once  secre- 
GSCTlbi  ^ve  Cargill  has  formed  dozens 
of  alliances  with  companies 
ranging  from  Monsanto  and 
Samsung  to  LevelSeas.com. 


"Management  has  sent  a  clear  message 
that  we  no  longer  need  to  be  the  control- 
ling partner  in  any  endeavor,"  says  Exec- 
utive Vice  President  David  Larson. 

Cargill's  conversion  began  in 
earnest  in  the  late  1980s  when  its  engi- 
neers discovered  a  way  to  turn  corn 
into  polymers  for  plastic,  but  it  needed 
a  chemical  firm  to  produce  and  market 
the  new  substance. 

It  took  over  a  decade  to  find  the 
right  partner,  but  eventually  it  chose 
Dow  Chemical  in  1995.  Soon  Cargill- 
Dow  will  begin  production  in  a  $300 
million  plant  in  Blair,  Nebr.,  which  will 
transform  40,000  bushels  of  corn 
every  day  into  polymer  pellets.  An 
alliance  with  Mitsubishi  Plastics  will 
turn  it  into  packages  for  compact 
discs.  Woolmark  has  signed  on  to 
make  clothing. 

"To  bring  something  new  to  the 
marketplace  requires  so  much  cooper- 


Chief  Executive:  Warren  R.  Staley 


Key  alliance  officer:  division  heads 

Revenues:  $47.6  billion 


Market  cap:  NA 
Alliances:  40  (U.S.  only) 


ation  and  integration  of  knowledge  tl 
you  just  can't  get  it  done  unless  y 
pick  partners,"  says  Cargill-Dow's  ch 
technology  officer,  Patrick  Gruber. 

And  Cargill  has  not  ignored  the  W 
It  helped  create  the  B2B  marketpla* 
Rooster.com,  Novopoint  and  Glol 
Steel  Exchange.  LevelSeas.com  conne 
ship  owners  and  brokers,  and  its  EFSN 
work.com  is  a  food-service  exchange. 

— Jonathan  Fat 

Farmland  Industries       RUNNER  1) 

Farmland  boasts  60  alliances.  It  recen- 
teamed  with  Land  0'Lakes  to  create  a  livesto 
feed  business.  In  1999  it  tried  to  merge  wi 
Cenex  Harvest  States,  but  instead  createc 
partnership  to  sell  petroleum  and  ag  product 
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lited  Airlines 


NYSE;  UAL 


United  was  created  in  the  1930s  from 

the  partnership  of  four  regional  mail 
carriers  that  combined  their  routes  to 
deliver  mail  nationwide. 

Alliances  remain  crucial  for  airlines 
because  they  are  a  way  around  interna- 
tional laws  governing  where  airlines 
can  fly.  They  also  are  often  the  only 
way  to  bypass  local  regulations  that 
prohibit  mergers  with  foreign  airlines. 

In  1993  United  and  Germany's 
Lufthansa  formed  an  alliance  to  connect 
their  routes.  Four  years  later  that  part- 
nership blossomed  into  Star 
Alliance.  Star  now  comprises 
15  airlines  serving  nearly  900 
global  airports. 

RUNNER  UP 

Singapore  Airlines 

Singapore  Airlines'  routes  and  service  are  the 
envy  of  the  industry.  It  joined  Star  in  1999  and 
it  recently  teamed  with  Ansett  and  Air  New 
Zealand  to  offer  flights  to  more  than  75  cities. 


www.united.com 

The  goal  of  airline  alliances  is  to 
combine  the  best  routes  worldwide  and 
then  offer  seamless  world  travel 
through  shared  booking.  You  can  fly 
from  Chicago  to  Nairobi,  for  example, 
by  booking  a  trip  with  United.  United 
will  take  you  to  Frankfurt,  where 
Lufthansa  will  pick  you  up  and  take 
you  the  rest  of  the  way.  Without  Star 
you  would  have  had  to  buy  two  tickets. 
Instead,  United  handles  the  whole 
thing,  including  airline  miles  and  bag- 
gage transfer.  In  2000  United  generated 
more  than  $150  million  in  additional 
revenue  thanks  to  the  Star  Alliance. 

Besides  Star,  United  continues  to 
form  its  own  alliances  with  smaller  re- 
gional carriers  like  BWIA  West  Indies  Air 
and  Aloha  Air,  which  will  fly  United 
passengers  from  Honolulu  to  other 
Hawaiian  islands. 

In  1999  United  formed  an  alliance 
division  to  monitor  and  create  new 


Chief  Executive:  James  E.  Goodwin 
Key  alliance  officer:  Montie  R.  Brewer 


Revenues:  $19.4  billion 
Market  cap:  $1.9  billion 
Alliances:  150 


I 


partnerships.  A  United  executi 
example,  keeps  in  daily  contact  witj 
Aloha  management  to  coordinate  logi:l 
tical  issues,  like  making  sure  schedule! 
mesh.  United  also  maintains  more  thai 
100  partnerships  with  companies  hkj 
MCI  WorldCom,  Visa  and  Marriott  fd 
its  frequent-flier  programs. 

United  is  one  of  the  original  partne 
in  Orbitz,  an  online  consumer  travel  pol 
tal.  Set  to  be  launched  in  June,  it  shouil 
cut  into  Priceline.com,  Expedia.com  arl 
other  Web  services.      — Ben  BerentscX 


Polo  Ralph  Lauren 


NYSE:  Fl 


www.polo.col 


Ralph  Lauren 


In  the  apparel  business,  where 

branding  is  everything,  licensing  deals 
are  tantamount  to  strategic  alliances. 
Rent  your  name  to  the  wrong  partner 
and  you  can  cripple  the  company's  rep- 
utation. That's  what  Pierre  Cardin  did 
in  the  1980s  when  it  licensed 
its  name  on  everything  from 
watches  to  frying  pans. 

There  are  few  apparel 


brands  as  solid  as  Ralph  Lauren's  Polo, 
in  part  because  the  company  has  chosen 
its  partners  wisely.  Polo  currendy  boasts 
29  domestic  licensing  agreements.  They 
include  market  leaders  like  West  Point 
Stevens  (bedding),  Reebok  (casual 
shoes)  and  ICI  Paints  (Ralph  Lauren 
Home).  Polo's  furniture  and  house- 
wares royalty  fees  are  particularly  sweet, 
averaging  1 5%  to  20%,  nearly  double 
the  industry  average.  Overall  net  licens- 
ing revenues  for  2000:  $236.3  million, 
up  13.6%  from  1999. 

A  year  ago  Polo  Ralph  Lauren  an- 
nounced its  50%  stake  in  a  new  venture 
called  Ralph  Lauren  Media.  The  part- 
nership with  NBC  and  several  affiliates 
was  designed  to  expand  Polo's  mass- 
market  luxury  brand  into  the  realm  of 
TV,  movies  and  print.  Its  first  project: 
Polo.com,  a  shopping  and  lifestyle  por- 
tal. Go  there  if  you  want  to  book  a 
Polo-inspired  vacation  or  buy  a 


Chief  Executive:  Ralph  Lauren 
Key  alliance  officer:  Doug  Williams 


Revenues:  $2  billion 
Market  cap:  $2.5  billion 
Alliances:  30 


$150,000  Polo-Airstream  motor  homl 
The  deal,  pardy  inspired  by  Ralpll 
son  David,  29,  chief  creative  and  mal 
keting  officer  of  Ralph  Lauren  Med 
may  be  on  shaky  ground.  Partner  ail 
main  hinder  NBC  recendy  announced 
scaling  back  of  its  Web  commitments 
Luckily,  Polo's  risk  is  limited.  Inste 
of  investing  cash  it  agreed  to  sell  its  goo  I 
at  cost  to  Polo.com  and  accept  returnsl 
its  retail  stores.  — Jen  n  ifer  McCulk 

Jones  Apparel  Group      RUNW  ER  ^ 

Jones  works  both  sides  of  the  licensing  garn 
Among  its  approximately  40  licenses,  it  pr( 
duces  Polo  Jeans  for  Ralph  Lauren  and  jeweli 
for  Tommy  Hilfiger.  It  also  has  teamed  up  wij 
other  companies,  like  G— III  for  outerwear. 
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IBM's  unmatched  e-business  experience  and  proven  industry  expertise.  Dassault  Systemes' 
peerless  3D  design  and  engineering  software.  A  combination  of  both,  in  one  powerful 
package:  CATIA.  Electronics,  toys,  whatever  you  make,  make  it  better  at  ibm.com/solutions 


business  soluti 
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DASSAULT 
SYSTEMES 


ieral  Motors  ™ 

www.gm.co 

ship.  Employees  receive  cultural  training,    chief  Executive:  G.  Richard  Wagoner  |r 
Originally,  GM's  investments  in  these    ||ey  a||ja„ce  officer:  Lawrence  I ).  Burns 
apanese  carmakers  were  simply  in-     Revenues:  S 1X4  6  b.llion 
tended  to  fill  holes  in  GM's  product  lines.  ;  Market  cap:  $30.7  billion 
GM — once  notorious  for  its  inward-  \  Alliances:  508 


5-YEAI 
RETUR1 

ONCAPIT* 


si  - 


Though  GM  doesn't  top  many  lists 

these  days,  it  scores  well  in  the  game  of 
partnering.  The  lumbering  giant's  rela- 
tionships with  such  Japanese  carmakers 
as  Suzuki  and  Isuzu  have  served  as  learn- 
ing experiences.  "We  know  that  our  part- 
ners understand  their  local  markets,"  says 
Lawrence  D.  Burns,  GM's  vice  president 
of  research  &  development. 

To  benefit  from  its  partner's 
knowledge,  GM  assigns  an  al- 
liance executive  to  the  relation- 


.  ness — now  realizes  it  can  learn 
A  and  profit  by  joining  with  others. 
With  Suzuki,  GM  is  develop- 
ing the  YGM-1,  the  first  GM  vehicle 
designed  for  the  Asian  market,  a 
GM  weak  spot.  GM  has  also  part- 
nered with  Toyota  to  develop  hydrogen 
fuel  cell  technology.  In  the  field  of  tele- 
matics— wireless  communications  to  and 
from  cars — GM's  OnStar  unit  teamed  up 
with  Fidelity  to  offer  in-car  trading. 

In  China  GM  has  a  50-50  joint  ven- 
ture with  Shanghai  Automobile  to  sell 
Buick  Regals,  now  common  on  Chinese 
city  streets.  Even  at  $40,000,  the  company 
sold  30,000  Regals— up  50%  from  1999. 

GM  recently  made  headlines  by  buy- 
ing 20%  of  Italian  automaker  Fiat.  The 


deal  gives  it  access  to  Fiat's  diesel-engi 
technology,  helping  GM  to  deveh 
small,  fuel-efficient  cars  for  Europe  ai 
for  emerging  markets.  Fiat  and  GM  v> 
also  aggregate  $32  billion  in  purchasir 
GM  is  a  founding  partner  of  Co1 
sint,  a  B2B  alliance  with  Ford  Motor  a 
DaimlerChrysler  for  procurement  pi 
poses.  GM  shows  that  there  is  a  place 
partnerships  even  in  this  fiercely  coi 
petitive  industry.        — Ben  Berents 


RUNNER  U 

Toyota  Motor 

Toyota  has  partnerships  with  Exxon  and  Volk 
wagen.  Its  joint  venture  with  China's  Tainjin  Xi; 
will  roll  out  a  new  model  in  2002  to  be  sold  und 
the  Toyota  nameplate  in  China.  Toyota  is  deve 
oping  alternative-energy  technology  with  GM 


Johnson  Controls 


NYSE: 


Milwaukee-based  Johnson  Controls 

was  once  predominately  a  maker  of  car 
seats.  Largely  through  partnerships,  it 
now  designs  entire  interiors,  including 
dashboard,  instrument  panel,  air-con- 
ditioning and  air  bag.  With  car  buyers 
beginning  to  demand  DVD  players, 
Johnson  has  teamed  with  Holland's 
Philips  Electronics  to  deliver  in-car  DVD 
entertainment  systems. 

By  collaborating,  instead  of  follow- 
ing a  traditional  buyer-supplier  rela- 
tionship, the  partners  assure  their  prod- 
ucts mesh,  and  they  eliminate  double 
work:  Philips  tests  all  of  the  units  at  its 
plant,  eliminating  the  need  for  Johnson 
to  test  them  again. 

Johnson  has  an  interesting  joint  ven- 
ture with  Detroit  entrepreneur  Ron 
Hall,  whose  Bridgewater  Interi- 
ors builds  seats  based  on  John- 
son's designs  for  Cadillac. 
Johnson  trained  Bridgewater's 


Chief  Executive:  James  H.  Keyes 

Key  alliance  officer:  Michael  J.  Sum  an 

Revenues:  $17.2  billion 

5-YEAR 
RETURN 

ON  CAPITAL 

Market  cap:  $6.3  billion 

Alliances:  50 

10.4" 

■  %#  ■  ■ 

workers  to  build  the  seats,  while  Hall  fi 
nanced  the  $33  million  facility. 

"We  modeled  our  plant  after  John 
son  Controls'  'just-in-time'  plants," 
says  Hall.  The  plant's  head  of  oper- 
ations was  handpicked  out  of  the 
ranks  of  Johnson.  GM  has  awarded  it 
a  five-year,  $900-million  contract  to 
build  seats  for  the  Cadillac  DeVille,  and 
Bridgewater  has  recentiy  agreed  to  pro- 
vide seats  for  the  new  Chevrolet  SSR — a 
roadster/pickup  due  in  late  2002. 

Other  prominent  joint  ventures, 
with  Toyota  and  Honda,  have  helped 
Johnson  to  grab  half  of  their  North 
American  car-seat  business. 

Johnson  usually  appoints  an  execu- 


www.johnsoncontrols.c 

tive  to  oversee  each  alliance.  It  also  c 
ates  a  Web  page  where  alliance  partn 
input  critical  information  (e.g.,  whetl 
finished  orders  were  delivered  on  ti 
and  how  many  parts  were  defectiv 
Soon  Johnson  promises  to  connect  p£ 
ners  to  important  project  information 
PDAs  and  cell  phones.  — Ben  Berent. 


.lUNWEffl 

Dana 

Last  year  Dana  announced  a  joint  venture  mi 
another  parts-making  company.  U.K.-bas 
GKN  Pic.  The  venture,  DriveTek,  develops 
wheel  drive  and  four-wheel  drive  systems 
cars,  light  trucks  and  SUVs. 
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group 


The  bankers  at  Citibank  have  been 

thinking  globally  for  more  than  30 
years.  If  it  wasn't  for  cross-border  al- 
liances with  entities  like  the  Japanese 
postal  system,  which  gave  the  bank 
entry  into  the  otherwise  locked-up  con- 
sumer banking  market,  Citi  wouldn't 
be  a  highly  regarded  local  operator  with 
100  million  customers  in  100  countries. 
In  many  ways  banking  is  by  definition 
an  alliance-intensive  industry.  Most 
banks  have  correspondent  relation- 
ships, and  for  decades  they  have  all 
been  connected  via  automated 
teller  networks. 

On  the  other  hand,  there  is 
a  generation  of  bankers  who, 

RUNNER  UP 

HSBC  Holdings 

Any  bank  operating  in  China  for  as  long  as 
HSBC  knows  the  value  of  alliances.  Last  year  it 
forged  ties  with  Brown  Brothers  Harriman  to 
share  U.S.  equity  research.  More  recently,  it 
formed  a  Web  partnership  with  Merrill  Lynch. 


 NYSE:  C 

www.citigroup.com 

like  Hugh  McColl  of  Bank  of  America, 
think  the  best  way  to  grow  is  to  buy 
assets  and  consolidate  expenses.  Man- 
aging successful  alliances  is  a  very  dif- 
ferent skill. 

Citigroup  has  recently  sought  tech- 
nology-driven partnerships  in  an  effort 
to  leapfrog  competitors  on  the  Web  and 
serve  customers.  A  recent  alliance  with 
Oracle  should  improve  Citi's  payment 
and  settlement  capabilities.  It  is  also 
transferring  procurement  to  the  Web. 

In  Brazil  manufacturers  wanted 
Citigroup  to  build  a  portal  that  would 
allow  distributors  to  secure  financing 
for  purchases,  make  buys  and  then  pay 
for  them — all  in  one  unified  transac- 
tion. According  to  Luis  Matute,  head  of 
global  initiatives,  Citi  partnered  with 
AOL's  Netscape  to  build  the  site. 

Anyone  wanting  to  team  up  with 
Citi  should  be  aware  that  it  doesn't  like 
sharing  revenues  and  would  rather 


Chief  Executive:  Sanford  I.Weill 
Key  alliance  officer:  Luis  Matute 


Revenues:  SI  1 1.8  billion 
Market  cap:  $243.5  billion 
Alliances:  75  plus 


5-YEA 
RETUR 

ON  CAPITi 


negotiate  a  fee  for  the  partner's  cont 
bution.  One  exception  is  Financials^ 
tlementMatrix.com,  an  exchange  Cit 
backing  with  Enron  Broadband  S< 
vices,  12,  SI  Corp.  and  Wells  Fargo, 
designed  to  process  multicurren 
transactions  and  provide  financing 
participants.  — Daniel  Kru 


For   reservations   al   Asia's   Finest    Luxury   Hotels,   call   your   travel   consultant   or   USA   &   Canada   t  oB; 
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Coca-Cola 


ny  company  that  has  had  to  rely  on  a 

anchise  system  of  independent  bottlers 
>r  more  than  a  century  is  no  stranger  to 
artnering.  However,  Chief  Executive 
'ouglas  Daft  is  looking  to  new  alliances 
i  reinvigorate  Coke,  even  if  it  means  ex- 
loring  alternative  distribution 
'Stems.  Daft  has  realigned  senior 
lanagement  and  hired  former 
iirner  Broadcasting  executive 
:even  Heyer  to  spearhead 
obal  strategic  planning,  al- 
ances  and  new  ventures. 
eytr  reports  directly  to  Daft 
id  will  create  a  team  that  will 
it  across  Coke's  geographic 
nits,  looking  for  new  oppor- 
mities  to  leverage  existing 
rands  and  competencies.  All 

alliances  and  new  ventures 
i*  will  report  to  him. 
U  L       Heyer's  glass  is  already 
U  m  brimming.  Coke's  new  ven- 


ture with  Procter  &  Gamble  will  be, 
upon  launch,  a  $4-billion  snack  and 
drink  company  with  6,000  employees. 
Coke  gains  access  to  P&G's  research;  P&G 
gets  Coke's  distribution  network. 

Coca-Cola  also  announced  that  it 
would  be  expanding  its  decade-old  al- 
liance with  Nestle,  now  called  Beverage 
Partners  Worldwide.  The  partnership, 
which  markets  Nestea  and  Nescafe,  will 
add  herbal  beverages  and  expand  into 
more  countries. 

With  Disney,  Coke's 
Minute  Maid  is  working 
on  a  line  of  juices  and 
other  kids'  drinks  in  con- 
tainers featuring  Mickey 
Mouse  and  Winnie  the 
Pooh.  There  are  also 
smaller  partnerships,  like 
its  smart  vending  initiative 
with  information  technol- 
ogy firm  Marconi  Pic.  The 


 NYSE:  KQ 

www.coca-cola.com 


Chief  Executive:  Douglas  Daft 
Key  alliance  officer:  Steven  Heyer 


Revenues:  $20.5  billion 
Market  Cap:  $117.9  billion 
Alliances:  not  available 


5-YEAR 
RETURN 

ON  CAPITAL 

26.4* 


venture  will  apply  Web  technology  to 
soft-drink  vending.  Marconi  provides 
telemetry  and  networking,  allowing 
Coca-Cola  to  check  inventory  in  its  vend- 
ing machines.  Customers  will  also  be  able 
to  buy  a  Coke  with  their  cell  phones. 

Says  beverage  consultant  Tom 
Pirko,  "Daft  is  very  open  to  anything 
that  will  give  Coke  an  advantage.  So  if 
you  are  someone  who's  looking  to  pair 
up,  you're  likely  to  find  a  friendly  face 
in  Atlanta."  — William  Henslein 

Pepsico  RUNNER  UP 

Pepsi's  Lipton  Tea  partnership  with  Unilever  is  a 
big  reason  why  Snapple  is  no  longer  the  king  of 
iced  tea.  Pepsi  also  produces  Frappuccino  with 
Starbucks.  Pepsi's  Frito-Lay  has  teamed  with 
Empresas  Polar  S.A.  to  expand  in  Latin  America. 


One  smile  makes  all  the  dillerenc 
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Genentech 


NYSE:  DNA 


Strategic  alliances  are  embedded  in 

this  industry's  DNA.  The  risks  are  too 
great  and  the  time  spans  involved  are 
too  long  for  a  single  company  to  bear.  A 
drug  takes  seven  to  ten  years  to  develop 
and  it  costs  $250  million  to  $500  mil- 
lion to  get  it  ready  for  federal  clinical 
trials.  So  big  companies  tie  up  with 
smaller  ones,  often  letting  the  smaller 
ones  do  the  time-consuming  research. 
Other  alliances  connect  the  companies 
to  university  scientists  and  clinical  labs 
for  shared  research. 

With  big-company/small- 
company  alliances,  the  big  fel- 

D|  L  lows  supply  capital,  experience 
JM  and  marketing.  Experience 


RUNNER  UP 

Millennium  Pharmaceuticals 

Shares  cutting-edge  genomics  research  tools 
and  knowledge  of  which  genes  or  proteins  are 
related  to  various  medical  conditions  with  drug 
companies  like  Bayer  and  Pfizer.  Millennium's 
alliances  are  worth  more  than  $2  billion. 


www.genentech.com 

counts.  Genentech  is  strong  in  cancer 
and  cardiovascular  drugs,  so  most  of  its 
alliances  are  in  that  area. 

OSI  Pharmaceuticals  needed  a  part- 
ner to  market  its  next-generation  anti- 
cancer agent,  OSI-774.  The  compound 
is  effective  in  fighting  lung,  head  and 
neck,  and  ovarian  cancers  with  fewer 
side  effects  than  current  treatments.  OSI 
picked  Genentech  over  others  like  Bris- 
tol-Myers Squibb  because  it  felt  Genen- 
tech was  the  best  place  for  cancer-fight- 
ing partnerships.  Genentech  shares 
costs  and  profits  from  U.S.  distribution 
50-50.  Genentech's  60%  owner,  Hoff- 
man LaRoche,  came  in  for  worldwide 
distribution.  OSI-774  could  be  a  block- 
buster— more  than  $1  billion  in  sales. 

"They  [  Genentech  j  had  a  very  clear 
vision  of  how  this  would  fit  into  their 
goals  in  oncology.  If  we  had  wanted  to 
simply  option,  we  might  have  had  a  dif- 
ferent outcome,"  explains  OSI  chief 


Chief  Executive:  Arthur  D.  Levinson 
Key  alliance  officer:  Myrtle  S.  Potter 
Revenues:  $1.7  billion 
Market  cap:  $26.3  billion 
Alliances:  27 


executive  Colin  Goddard. 

A  critical  factor  in  biotech  partnei 
ships?  The  same  factor  that  rules  in  an 
corporate  partnership:  "Trust,"  say 
Myrtle  Potter,  chief  operating  office 
"We  share  know-how  early  so  we  can  b 
specific  about  hard  facts  and  see  ho' 
we  can  help  the  alliance.  Some  migl 
say  that  we  give  away  too  much  to 
early.  But  it  has  worked  nine  times  oi 
often."  — Dolly  Setto 
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PBS 


Nonprof 


www.p 


mprot 
.pbs.or 


Without  the  deep  pockets  of  its 

commercial  rivals,  how  does  nonprofit 
PBS  compete  with  the  likes  of  the  Dis- 
covery Channel  and  A&E?  By  forging  in- 
novative partnerships  with  other  media 
and  technology  companies.  One  recent 
venture  involves  San  Francisco-based 
Twin  Entertainment  and  Boston's  WGBH 
to  enhance  the  kid's  show  ZoomNoodle 
with  educational  games  that 
can  be  played  on  the  TV  screen 
after  the  broadcast,  using  a 
standard  remote  control. 


"PBS  has  consistently  man- 
aged to  stay  a  step  ahead  of 
commercial  broadcasters  in 
digital  production  over  the  past 
five  years,"  says  Gerry 
Kaufhold,  principal  multime- 
dia analyst  at  Cahners  In-Stat 
Group.  PBS  is  forming  alliances 
out  of  necessity.  The  FCC  has 
mandated  that  commercial 
broadcasters  convert  to  digital  transmis- 
sion by  2002  and  PBS  a  year  later.  The  net- 
work sees  this  as  an  opportunity  to  ex- 
pand its  market  with  innovative  offshoots 
of  its  popular  programming.  New  24- 
hour  digital  channels — like  PBS  Kids  and 
PBS  You,  which  offers  access  to  a  college 
degree — would  compete  with  commer- 
cial broadcasters  and  use  alliances  to  stay 
on  the  cutting  edge. 

PBS  is  a  desirable  partner  because  of 
its  reach.  Its  347  affiliate  stations  broad- 
cast into  99%  of  American  TV  homes. 


Chief  Executive:  Pat  Mitchell 
Key  alliance  officer:  Judy  Harris 
Revenues:  $313  million 
Market  cap:  not  applicable 
Alliances:  60  plus 


And  its  reputation  for  quality  prograrr 
ming  has  given  many  tech  companie 
like  AOL  and  WebTV  a  prestigioi: 
showcase  for  their  interactive  wares. 

Sometimes  PBS'  interactive  venture 
push  the  boundaries  of  commercial-fre 
broadcasting.  It  recendy  enlisted  Agilen 
a  sponsor  of  its  show  Scientific  America 
Frontiers,  to  develop  interactive  click 
throughs  to  Agilent's  own  genetic  r« 
search  promotions.  — Neil  Weinbet, 

runner  ui 

UnitedGlobalCom 

This  Denver  company  provides  broadband  com- 
munications services  in  24  foreign  countries.  Ifa 
grown  fast  through  alliances  with  foreign  part- 
ners and  programming  deals  with  the  likes  ol 
Liberty  Media,  Sony  and  Viacom. 
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GENERAL  LIABILITY 


COMMERCIAL  AUTO 

m 

PROPERTY 


WORKERS  COMP 


Last  year,  we  saved  our  customers  nearly  700,000  disability  days.  We  also 
helped  them  reduce  claims  by  20%.  And  lower  cost  of  claims  by  10%.  Pretty 
exciting  numbers  for  insurance.  Especially  when  you  consider  the  other 
benefits  these  numbers  can  include:  higher  employee  morale,  lower  turnover 
and  improved  work  quality.  For  us,  insurance  goes  beyond  covering  you  in  case 
of  trouble.  As  part  of  our  unique  LibertyWorks™  process,  we  look  at  your  business 
from  top  to  bottom  and  help  you  reduce  the  likelihood  of  trouble  hitting  in  the  first 
place.  We  call  it  proactive  insurance.  You  may  prefer  "competitive  advantage." 


To  learn  about  case  histories  in  your  industry,  or 
for  more  information,  call  1-800-4-LIBERTY  or  go  to  www.libertymutualgroup.com 


In  1999  a  28-year-old  immigrant 

from  India  designed  software  that  bun- 
dled together  all  of  the  administrative 
tasks  for  a  small-business  owner.  His 
name:  Navin  Chaddha.  His  company: 
Rivio.  His  software  allows  payroll,  time 
and  attendance  cards,  accounting  and 
online  banking  to  be  handled  on  a  sin- 
gle Web  site. 

But  how  to  market  the  program?  A 
Rivio  board  member  called  a  friend,  a 
senior  executive  of  Bank  of  America, 
which  has  1.7  million  small-business 
customers.  Bank  of  America  didn't  want 
its  entrepreneurial  clients  to  defect  to 
"do  it  yourself  Web  service  providers. 

So  Bank  of  America  struck  a  deal 
with  Rivio  in  May  2000  to  create  a  part- 
nership that  included  about  $3  million 
|H|  for  the  Web  marketing  bud- 
get. Bank  of  America  has  ex- 
tended the  partnership  and  is 
now  one  of  Rivio's  largest 


Privi 


www.nvio.ci 


i 


Chief  Executive:  Navin  Chaddha 
Key  alliance  officer:  Navin  Chaddha 
Revenues:  $30  million 


Market  cap:  NA 
Alliance*:  80 


Navin  Chaddha 


funders,  contributing  $50  million  along 
with  BellSouth  and  FleetBoston. 

Today  Rivio  has  no  fewer  than  80 
alliances,  including  ADP,  InterPay,  Mi- 
crosoft, UPS  and  OfficeMax.  Each  inte- 
grates its  service  with  Rivio's  applica- 
tion platform.  That  platform  is  then 
distributed  by  the  channel  partners — 
like  BellSouth,  FleetBoston,  Bank  of 
America  and  Verizon — through  their 
small-business  services.  Today  Rivio's 
platform  has  access  to  15  million 


small-business  owners. 

In  January  Rivio  announced  a  r 
enue-sharing  partnership  with  h 
crosoft's  small-business  portal,  BG 
tral.  The  joint  product  will  be  cobranc 
and  comarketed.  Rivio  will  receive  si 
stantial  technical  and  engineering  si 
port,  and  will  integrate  and  custom 
BCentral  to  its  platform.  Microsoft 
the  option  of  integrating  Rivio's  servi 
into  BCentral.  — Monte  Bu 


RUNNER  I 

United  Parcel  Service 

UPS  has  inked  alliances  with  Ebay  a 
Nike.com  to  integrate  its  shipping  tools  w 
their  sites.  It  also  recently  partnered  with  N> 
Cel360  Ltd.,  a  Pan-Asian  supply-chain  oi 
sourcer  headed  by  a  former  Dell  executive. 


NYSE:  PI 


www.dow.c 


ill 


David  Kepler 


Chemical  makers  have  long  relied  on 

alliances  to  reach  markets  abroad,  de- 
velop new  compounds  and  spread  the 
risks  of  expensive  projects. 

Dow  Chemical's  most  famous  part- 
nership began  in  1943  after  an  organic 
chemist  named  J.  Franklin  Hyde 
at  Corning  began  experiment- 
ing with  plastics  because  he  saw 
them  as  a  threat  to  his  com- 


IC 


pany's  glass  products.  At  Pittsburgh's 
Mellon  Institute,  he  and  chemists  from 
Dow  Chemical  developed  silicone.  The 
Dow  Corning  alliance  now  has  9,000 
employees,  6,481  patents  and  $2.6  billion 
in  sales.  It  hasn't  always  been  smooth. 
Dow  Corning  was  the  biggest  maker  of 
silicone  breast  implants,  which  forced  the 
company  into  Chapter  1 1  in  1995. 

Luckily,  the  hit  to  earnings  hasn't 
slowed  $30  billion  Dow  from  forming 
alliances.  Last  year  alliances  contributed 
$8  billion  in  revenues.  In  Thailand 
Dow's  50-50  polystyrene  joint  venture 
with  Siam  Cement  generated  $500 
million  in  revenues.  Dow  recently 
teamed  up  with  Mobius  Technologies 
to  recycle  the  excess  polyurethane  foam 
produced  in  making  things  like  car 
seats.  And  in  biotech,  Innovase,  a  50-50 
joint  venture  with  San  Diego-based 
Diversa,  for  example,  gives  Dow  access 
to  new  enzymes  that  may  one  day 


Chief  Executive:  Michael  D.  Parker 
Key  alliance  officer:  division  heads 
Revenues:  $30  billion 
Market  cap?  $35  9  billion 
Alliances:  130 


replace  those  used  in  manufactur 
and  industrial  applications. 

On  the  Web,  Dow's  e-business  cr 
David  Kepler,  has  struck  a  numbe 
small  partnerships.  To  gain  greater 
cess  to  home  builders  for  its  insula! 
and  carpet-backing  products,  it  p; 
nered  with  Wickes  Lumber  and  Bu 
scape.com.  Buildscape  sales  have  si 
grown  from  $30,000  a  month  to  $ 
million.         — Chana  R.  Schoenbe 


E.I.  d u  Pont  de  Nemours  RUNNER 

Dow's  biggest  U.S.  competitor,  DuPont,  is  als 
50-50  partner  in  plastics.  DuPont  has  a  dec 
tralized  approach  to  alliances.  In  the  U.K.  it  I 
teamed  with  Antec  International  to  create  a  t 
infectant  against  foot-and-mouth  disease. 
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)1  FedEx.  See  FedEx  Service  Guide  lor  terms  ol  carriage. 


Shipping  to  Shanghai,  Beijing  or  Shenzhen? 

Then  go  FedEx,  your  fast  ticket  to  China.  FedEx  has  more  direct  flights  to  China  than  any  other  express 
carrier,  with  service  to  190  mainland  cities.  So  when  you  want  to  do  business  anywhere  in  China, 
visit  fedex.com  or  call  1-800-Go-FedEx  and  take  a  package  on  the  Orient  Express. 

This  is  a  job  for  FedEx!' 


Express 


Bruce  Clevela 


Nasdaq:  SEBL 
www.siebel.com 


Customer  relations  management 

software  firm  Siebel  Systems  can  thank 
alliances  for  its  explosive  growth.  "Last 
year  we  had  $1.1  billion  in  licensing 
revenue,  and  about  75%  of  that  was  at- 
tributable to  partners,"  says  Bruce 
Cleveland,  Siebel  alliance  chief. 

In  the  application  business,  alliances 
between  hardware  makers,  developers 
and  consultants  are  a  necessity.  What 
sets  Siebel  apart  is  its  openness  with 
partners.  It  is  happy  to  share  its  alliance 
practices.  "Siebel  is  very  clear  about 
what  it  expects  from  partners  and  what 
you  can  expect  from  it.  That's  one  rea- 
son why  its  dance  card  is  so  full,"  says 
IDC  analyst  Nicole  Gallant. 

From  strategic  partners  it  requires  a 
team  of  fully  dedicated  people  and  in- 
sists that  each  contribute  to  a 
joint  marketing  fund. 

In  1997  Siebel  and  Com- 
paq Computer  began  working 


on  CRM  software  to  run  on  Compaq 
hardware,  and  pooled  money  to  mar- 
ket the  products.  Within  ten  months 
60%  of-  Siebel's  customers  were  using 
Compaq  computers,  compared  with 
11%  before  the  program  began.  By 
1999  sales  of  Siebel  software  drove 
$500  million  worth  of  additional  Com- 
paq sales,  a  number  that  is  expected  to 
reach  more  than  $1  billion  this  year. 

IBM  devotes  thousands  of  employ-  f 
ees  to  a  similar  alliance  with  Siebel. 
Tom  Siebel  himself  meets  with  IBM  ex- 
ecutives quarterly,  and  IBM  has  set  up 
an  extranet  of  "team"  sites  to  enhance 
collaboration. 

According  to  partners,  one  of  the 


Chief  Executive:  Thomas  Siebel 
Key  alliance  officer:  Bruce  Cleveland 


Revenues:  $1.8  billion 
Market  cap:  SI 8.9  billion 
Alliances:  750 


RUNNER  UP 

IBM 

Chief  Executive  Louis  V.  Gerstner  is  using  part- 
nerships to  reinvigcrate  Big  Blue.  It  has  more  than 
90,000  developer  partners  and  59  strategic  al- 
liances. Recently  it  began  Alliance  Light  to  speed 
up  the  partnering  process  in  regional  markets. 


Hewlett-Packard 


most  refreshing  things  about  work 
with  Siebel  is  its  lean  management. 

"In  what  often  is  a  cloud  of  fui 
ness  common  in  this  industry,  T» 
Siebel  cuts  right  through,  knowing 
actly  what  he  wants,"  says  IBM's  Rob 
Timpson.  "That  kind  of  clear  expec 
tion  from  both  sides  makes  it  mi 
easier  to  build  an  alliance." 

— Katherine  Br 


NYSE:  H* 
www.hp.c 


In  the  1960s  William  Hewlett  came 

to  the  aid  of  Takeshi  Mitarai,  founder  of 
Tokyo-based  Canon.  His  nephew  was 
applying  to  Stanford  University  and 
Hewlett,  an  alumnus,  agreed  to  sponsor 
young  Mitarai;  soon,  he  was  at  Stanford 
earning  his  Ph.D.  in  physics. 

|A|  A  decade  later  voung  Mi- 
tarai became  president  of 
Canon.  He  repaid  the  favor, 
agreeing  to  partner  with  HP  by 


tf 


sharing  technology  to  make  laser 
printers  for  small  offices.  Canon's  en- 
gines spurt  toner  onto  the  page;  HP's 
software  and  chips  oversee  the  opera- 
tion— a  $20  billion  business  for  HP. 

Under  Carleton  Fiorina,  HP's  chief 
executive,  alliances  are  no  longer 
formed  so  casually.  Today  HP's  John 
Brennan  sits  on  a  strategy  council  that 
looks  for  partners  that  will  help  HP 
enter  new  markets  and  set  standards. 

In  1994  Intel  and  HP  combined 
their  R&D  efforts.  HP  contributed  long 
instruction  computing  technology  and 
Intel  used  it  to  create  its  next  line  of 
processors — Itanium — based  on  64-bit 
architecture.  They  created  a  $250  mil- 
lion fund  to  finance  developers  using 
the  Itanium  architecture. 

Bruce  Chizen,  Adobe  Systems'  chief 
executive,  says  HP  is  a  better  partner 
today.  "In  the  past  we  tried  to  sell  things 
to  HP  to  meet  its  requirements,"  says 


Chief  Executive:  Carleton  S.  Fiorina 
Key  alliance  officer:  John  Brennan 
Revenues:  $48.8  billion 
Market  cap:  $60.2  billion 
Alliances:  500  plus 


Chizen.  "Today,  we  consider  what 
both  want  to  accomplish." 

In  April  the  two  companies  crea 
software  to  reformat  rich  magazine- 
content  so  that  it  can  be  sent  over 
Web  to  a  printing  press  or  wireless! 
a  cell  phone. 

Prospective  partners  can  submit  j. 
posals  to  HP  via  its  Web  site, 
division  heads  can  track  exisl 
partnerships.  — Nikhil  Huthee 

Compaq  Computer  RUNNER 

Compaq  has  more  than  16  strategic  alliam 
with  companies  like  Oracle  and  Siebel.  A  p; 
nership  with  Microsoft  to  build  its  operat 
systems  paid  off.  Compaq  created  a  tool  to 
pand  server  space— now  an  industry  standJ 
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SEE  IMMEDIATE  BOTTOM-LINE  RESULTS  WITH  PLACEWARE  WEB  CONFERENCING. 


Reduce  travel.  Increase  productivity.  Deliver  better  service.  And  do  it  now.  With  real-time  visuals,  audio  and 
interactivity,  PlaceWare  instantly  provides  global  technology  companies  a  faster,  more  effective  way  to 
communicate.  From  large  presentations  and  product  launches  for  customers,  editors  and  investors,  to  small 
collaborative  meetings  with  prospects  and  partners,  PlaceWare  Web  Conferencing  cuts  travel  expenditures  and 
delivers  measurable  ROI  right  away.  PlaceWare  is  the  Web  Conferencing  choice  for  more  than  40%  of  the  Fortune®  50. 

PLACEWARE8 

^7      Web  Conferencing 
Save  $500  on  PlaceWare  Web  Conferencing! '* 

Call  1-866-526-2204  or  visit  www.placeware.com/travel 

*Offer  good  on  1-year  subscriptions  to  PlaceWare  Meeting  Center  2000  or  Conference  Center  2000  services.  Offer  ends  7/51/01. 


iWWWV 


wwuv 
wwww 
\www\ 
wwww 
xwww 
www 


 *MI||| 


liiiiiiiilillltll 


M*Wt\WWWMlffi 


Cisco  Systems  ^ 

■f  wwv 


With  its  market  value  down  about 

$400  billion  over  the  past  year,  John 
Chambers,  Cisco  System's  chief  execu- 
tive, can  no  longer  count  on  acquisi- 
tions to  move  his  company  into  new 
businesses.  He  will  need  to  forge  more 
corporate  partnerships.  Fortunately  for 
Cisco,  he's  good  at  it.  "The  number  of 
alliances  we  are  doing  is  picking  up," 
says  Steve  Steinhilber,  vice  president  of 
strategic  alliances.  "Given  the  current 
economic  climate,  partnering  is  more 
appealing  than  acquisitions.  The  invest- 
Iq|  ments  are  more  affordable, 
and  you  can  still  speed  up  time 
to  market." 

Steinhilber  oversees  a  staff 

RUNNER  UP 

3Com 

3Com  forms  alliances  to  gain  a  technological 
edge.  A  partnership  with  Broadcom  will  let  the 
two  companies  develop  Gigabit  Ethernet  net- 
work interface  cards— circuit  boards  that  con- 
nect a  desktop  computer  to  a  network  cable. 


daq:  CSCO 
www.cisco.com 

of  150  employees  responsible  for  16 
strategic  alliances.  Among  them:  part- 
nerships with  Hewlett-Packard,  Elec- 
tronic Data  Services  and  IBM. 

In  this  fast-paced  industry,  partner- 
ships are  often  arranged  over  latte  and 
loosely  defined.  Cisco  has  fine-tuned  the 

process.  Each  company  must  agree  on  ,  Chjef  Executjve:  ,ohn  T  chambers 
goals  and  assign  a  team  to  achieve  them.     Key  alliance  e«icer:  Steve  Steinhilber" 

Withm  two  years  an  alliance  should  gen-  "Revenae,:  S18.9  billion 

erate  at  least  $500  million  in  sales.  No  '  M,rk,tc,p:  $125.5  bUlion 
more  than  40%  of  a  partner's  business    Alliances-  401 

can  overlap  with  Cisco's  business.  mmmmmmm^^mmmmmmmmmmmmmm 

In  August  1999  Cisco  bought  IBM's  IBM's  services  for  Cisco's  equipment 
routing  and  switching  technology  and  creased  tenfold  in  2000  over  one  yi 
put  the  operation  into  a  partnership  with  earlier.  At  Cisco,  sales  of  its  equipmt 
IBM.  Cisco  would  sell  the  equipment  and  with  IBM  software  increased  eight  tin 
IBM  would  provide  the  software  and  ser-  during  the  same  period, 
vices  that  operate  on  them.  In  hardware  Cisco  uses  the  Web  to  make  co 
Cisco  got  rid  of  a  competitor.  For  IBM  munications  between  itself  and  its  pa 
the  alliance  was  a  way  to  increase  sales  of  ners  happen  in  real  time.  E-learni 
its  networking  software  and  services.         courses  help  partners  get  certified  to 

The  partnership  paid  off.  Sales  of    Cisco's  products.   — Nikhil  Huthees 


General  Electric   ^, 


It's  not  surprising  that  Jack  Welch's 

company  is  a  coveted  strategic  alliance 
partner.  What  company  wouldn't  want 
some  of  GE's  magic  to  rub  off  on  it? 

Partnering  is  encouraged  in  all  divi- 
sions and  GE  is  not  at  all  stingy  in  shar- 
ing technology  to  enhance  the  collabo- 
ration. In  many  ways  GE's  tight 
relationship  with  its  customers  and 
suppliers  constitute  strategic  alliances. 

GE's  $6  billion  appliance  division  is 
forging  innovative  partnerships  with 
retailers  like  Home  Depot.  Customers 
can  go  into  a  store  and  place  an  order 
at  a  Home  Depot  kiosk.  The  order  is 
then  transmitted  over  the  Net  to  GE's 
factory.  GE  uses  GPS  technology  to 
make  better  use  of  its  repair  crews  who 
double  on  deliveries.  This  system  cre- 
|B  ates  volume  for  Home  Depot 
without  requiring  it  to  main- 
U  L  tain  equivalent  inventories. 
W  m  GE's  appliance  delivery  cycle 


www.ge.c 

has  been  cut  from  five  days  to  72  hours     Chief  Executive:  lohn  E  Welch 
and  Home  Depot's  customers  are  bet-     Key  alliance  efficer:  division  heads 

ter  served.  Wal-Mart  recently  signed  on  h  je^^,.  $129.9  bfflion 
for  the  same  deal  with  GE  and  now  "'  Market  can:'$468.8  billion 
rival  Maytag  is  using  GE  to  handle  75%     Alliances:  not  availabie  "" 

of  its  Home  Depot  deliveries.  ' 

GE  is  collaborating  with  Microsoft,  Artica,  a  refrigerator  that  connects 
Intel,  IBM  and  Sony  to  develop  Web-  the  Web.  Soon  you'll  be  able  to  moni 
enabled  appliances.  In  another  venture,  the  refrigerator's  temperature,  diagn 
GE  and  Mexico's  Mabe  just  introduced    problems  and  connect  to  the  repair  s 

vice — all  from  a  personal  Web  s 
Eventually  other  GE  refrigerators  n 
even  reorder  perishables  automatica 
GE  is  also  part  of  joint  ventures  \\ 
residential  contracting  portals 
proveNet  and  Buildnet  in  an  effort  to 
more  appliances.  — Erika  Brc 

AB  Electroln  RUNNER  I 

Electrolux  is  collaborating  with  Toshiba  in  c 
veloping  appliances  and  has  also  partner 
with  Ericsson,  in  a  venture  called  E2Home. 
create  networked  appliances.  Suppliers  cc 
nect  to  Electrolux  through  its  portal,  Webrix. 
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H  YOU  AND  YOUR  COMPANY  ARE  UP  AND  RUNNING 

H  LANS/WANS  ^MANAGED  NETWORK  SERVICES  ^ DATA  AND  IP  SERVICES  ^ 


TOGETHER  THE  WORLD'S  MOST  POWERFUL  TECHNOLOGIES  IN  WAYS  THAT  HELP  YOU  DO  WHATEVER  YOU  WANT,  WHENEVER  YOU  WANT. 

IANSPORT  •  ATM  •  FRAME  RELAY  •  MANAGED  NETWORK  SERVICE" 

VISIT  VERIZON.COM. 


jrvices  available  in  all  areas.  ©2001  Verizon  Communications 


verizon 

How  to  get  life  done. 


Nuclear  Management  Co. 


Priva 


www.nmcco.ee 


For  most  of  us  nuclear  energy 

conjures  up  images  of  Three  Mile  Is- 
land and  Chernobyl.  However,  new 
technologies  and  federal  guidelines 
have  made  nuclear  energy  extremely 
safe.  The  cost  of  producing  nuclear  en- 
ergy is  also  about  half  that  of  natural 
gas.  Now,  power  shortages  have  utili- 
ties scrambling  for  every  available 
megawatt,  and  mothballed  reactors  are 
once  again  a  viable  option. 

Enter  Hudson,  Wis.-based  Nuclear 
Management  Co.,  a  company  formed  in 

m]"IC  1 w'm  tne  mtent  °f  using 
partnerships  to  roll  some  of  the 
nation's  103  nuclear  power  plants 
into  one  operating  venture. 

RUNNER  UP 

Duke  Energy 

Although  the  company  would  just  as  soon 
buy  as  partner,  it  has  an  enviable  record  of 
partnerships,  including  a  decade-old  alliance 
with  Flour  Daniel  to  build  coal-fired  plants. 


In  23  years  at  Allied  Signal  and  Hon- 
eywell, Daniel  Gift  has  helped  structure 
more  than  20  joint  ventures  and  other 
alliances.  As  head  of  business  develop- 
ment at  the  manufacturing  giant,  Clift 
is  blunt  on  the  subject  of  joint  ventures. 
"I  don't  like  them,"  he  says. 

That's  a  bit  surprising, 
given  that  the  $25  billion  (sales) 
maker  of  industrial,  aerospace, 
power  and  energy  equipment 


The  company  is  run  by  utility  exec- 
utive Michael  Sellman,  who  has  so  far 
struck  deals  with  five  utilities  in  the 
Midwest:  Alliant  Energy,  Xcel  Energy, 
Wisconsin  Electric,  Wisconsin  Public 
Service  Corp.  and  Consumers  Energy. 
The  backers  have  contributed  eight  re- 
actors to  NMC,  a  limited  liability  com- 
pany, in  exchange  for  equity.  With 
4,500  megawatts,  NMC  is  now  the  sixth- 
largest  nuclear  operator. 

Instead  of  utilities  selling  their  un- 
wanted reactors,  NMC  will  happily  take 
over  day-to-day  management  and  share 
the  profits.  NMC  tailors  the  operating 
contracts  to  each  partner's  specific 
needs.  It  also  pools  the  resources  of  all 
of  its  plants.  One  of  the  biggest  prob- 
lems facing  nuclear  plants  is  generating 
power  during  routine  18-month  main- 
tenance outages.  An  NMC  partner  can 
tap  into  the  NMC  nuclear  power  pool 
when  its  facility  is  down. 


NMC's  Prairie  Island 

r-i.-^r  in  Welch,  Mlmv, 


Chief  Executive:  Michael  Sellman 
Key  alliance  officer:  Greg  Palmer 


Revenues:  $1  billion 
Market  cap:  not  applicable 
Alliances:  5 


Sellman  has  also  created  a  We 
based  intranet,  which  posts  intern 
peer-group  report  cards,  allowing  ea 
partner  to  keep  track  of  productio 
Sellman's  alliance-based  plan  for  n 
clear  power  does  have  some  compe 
tion:  a  number  of  big  utilities  like  E 
elon  are  also  shopping  for  nucle 
reactors.  — Rob  Whet 


Honeywell 


NYSE:  HQ 


www.honeywell.ee 


has  a  dizzying  array  of  active  alliances. 
According  to  analysts,  partnerships  are  a 
key  reason  Honeywell's  operating  mar- 
gins grew  from  10%  in  1996  to  20%  this 
year.  It's  also,  no  doubt,  part  of  what  at- 
tracted acquirer  General  Electric. 

So  why  doesn't  Clift  like  joint  ven- 
tures? Because  they  are  hard  work.  "It's 
like  a  marriage — you  have  to  make  sure 
you're  compatible,  and  that's  not  easy." 

Whenever  possible  Clift  avoids  en- 
tering into  50-50  deals  in  which,  he  says, 
"nobody's  in  control."  He  cites  joint 
ventures  in  Asia  in  the  mid-1990s  to 
manufacture  circuit-board  laminates. 
Honeywell  decided  to  divest  the  lami- 
nates business  in  1999,  but  couldn't  get 
out  of  the  joint  venture  because  its  part- 
ner wouldn't  approve  the  sale. 

Honeywell  also  partnered  with 
Sinopec,  China's  state-owned  oil-refin- 
ing business,  which  was  looking  to  gain 
access  to  factory-automation  technol- 


Chief  Executive:  Michael  Bonsignore 
Key  alliance  officer:  Daniel  Clift 


Revenues:  $25  billion 


Market  cap:  $37.5  billion 


Alliances:  100  plus 


ogy.  Eight  years  later  Honeywell  is  t 
leading  technology  provider  for  Chin; 
booming  petroleum  business. 

HoneyweD  is  also  backing  Cordiei 
an  alliance  of  12  airlines,  three  man 
facturers  and  12  Technologies.  Cordie 
is  more  to  Clift's  liking.  All  16  partne 
have  roughly  equal  board  represent 
tion,  but  a  supermajority  voting  pro\ 
sion  ensures  that  no  player  can  kill  k 
decisions.  — Brandon  Cop} 

General  Electric  RUNNER  01 

GE  is  also  a  dominant  player  in  electric? 
equipment.  In  jet  engines,  for  example,  G 
collaborates  with  partners  over  the  Web; 
has  also  formed  dozens  of  medical  equip 
ment  partnerships. 
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The 


Power 


to 


Protect 


I    have   the    Power  to  Compete 


Our  network  is  our  business,  so  I  can't  take  the  chance  that  our 
information  isn't  protected  around  the  clock.  When  the  stakes  are 
this  high,  I  rely  on  the  security  management  leader  thousands  of 
companies  trust:  Internet  Security  Systems.  As  security  pioneers, 
their  experts  help  me  determine  the  right  mix  of  products  and 
outsourced  services.  Now  I  focus  on  our  strategic  e-business  goals, 
confident  1  have  the  best  security  for  my  networks,  servers, 
applications  and  desktops.  There's  no  question  Internet  Security 
Systems  gives  me  a  competitive  advantage  by  helping  protect  against 
financial  loss  and  legal  liability.  Their  power  to  protect  gives  us 
the  power  to  compete.  To  power  your  network  with  security 
management  from  Internet  Security  Systems  visit  www.iss.net  or 
call  1-800-776-2362. 


Request  your  free  copy  of  Securing  The  internet 
Economy:  An  Executive  Guide  to  Managing  Online  Risk 
atwww.iss.net/iss/securitysolutionsl/ 


Q 

Internet 
Security 
Systems 


Sony 


Sony    learned  the 

importance  of  strategic 
partnering  the  hard  way. 
When  the  company  in- 
troduced its  Betamax 
home-video  format  in 
the  1970s,  it  failed  to  gain  the  support  of 
the  Hollywood  studios,  which  favored  the 
competing  VHS  format.  Sony  gambled 
that  consumers  would  choose  its  techni- 
cally superior  Beta  configuration,  but 
Hollywood  held  the  winning  cards  be- 
cause it  had  the  product  the  public 
wanted  to  see.  Beta  bombed. 

Sony  saw  the  light.  It  became  an  ar- 
dent proponent  of  cooperation  and  part- 
nering. Sony's  current  chief,  Nobuyuki 
Idei,  presides  over  100  partnerships  from 
music  and  movies  to  satellite  dishes  and 
digital  desk-top  boxes. 

He  calls  these  "soft  al- 
liances"— not  marriage  but  ad 
hoc  cooperation  with  compa- 


NYSE:  S 


www.sony.c 


Chief  Executive:  Nobuyuki  Idei 
Key  alliance  officer:  Nobuyuki  Idei 
Revenues:  $60  billion 
Market  cap:  $67.2  billion 
Alliances:  100  plus 


Tekken  3 
by  Namco 

nies  that  may  be  its  competitors  in  other 
fields.  Last  month  Sony's  music  unit 
teamed  with  rival  Universal  Music  Group 
to  form  Duet,  an  online  music  service 
that  will  make  thousands  of  songs  avail- 
able to  consumers.  Avoiding  the  royalty 
issue  that  threatens  Napster,  Sony  and 
Universal  expect  to  bring  other  music 
houses  into  the  fold. 

Sony  Electronics  is  also  alliance- 
intensive.  It  recently  teamed  with  Erics- 
son to  make  cell  phones.  And  without 
partners,  PlayStation  would  lack  games. 
Early  partners  like  Namco,  maker  of 
Tekken,  helped  launch  the  console. 


Sony  is  now  attracting  allies  with  M< 
ory  Stick,  a  chewing-gum-size  mem 
card  that  can  hold  256  megabyte 
data.  It's  already  being  adapted  by  n" 
than  130  licensees  for  everything  ft 
phones  to  digital  cameras. 

Recently,  Sony  has  been  pushir 
new  digital  video-on-demand  service 
which  it  has  garnered  the  support  of 
seltown's  other  big  studios.  No  Betai 
sequel  here.  — Peter  Newcc 


RUNNER  I 

Walt  Disney 

A  treasure  trove  of  assets  makes  Disne 
coveted  partner.  With  Pixar  it  has  produce 
stream  of  animated  films,  and  partners  run 
theme  parks  overseas.  It  also  has  alliances  v 
McDonald's  and  Coca-Cola. 


Fidelity  Investments   „ 


Tracey  Esherick 


When  AT&T  spun  off  its  wireless 

division  last  year,  it  didn't  ask  lead 
bankers  Goldman  Sachs,  Merrill  Lynch 
or  Salomon  Smith  Barney  to  handle  the 
distribution  of  shares  to  its  employees. 
Instead  AT&T  called  Lehman  Brothers,  a 
atic!  firm  one  year  into  a  strategic 
^Ty  alliance  with  fund-giant  Fi- 
delity. Lehman  got  the  deal, 
and  Fidelity  opened  up  60,000 


I 


www.fidelity.i 

new  brokerage  accounts  in  which  it  r  chief  Executive:  Edward  C.  Johnson  I! 
filled  $1  billion  of  AT&T  wireless  shares.     Key  3iliance  officer:  division  heads 

Says  John  White,  managing  director     r0V0„^«.  $1iV9  billion 

of  Lehman's  Boston  Office,  "It  was  '  not  applicable 

the   largest   direct-share   program  hjjj^p^ 

ever  done,  and  we  lacked  the  requisite  ' 

structures  to  handle  the  enormous  tirement  account  management  u: 
account- management  tasks."  the  bank's  institutional  sales  force. 

With  $1  trillion  under  management  Robert  Reynolds,  Fidelity's  c 
and  15  million  customers,  Fidelity  is  a  operating  officer,  says  Fidelity  is  e 
juicy  plum  for  any  firm  it  partners  with,  to  do  more  alliances  and  has  sent  it: 
Besides  the  AT&T  deal,  Fidelity  brokerage  vision  heads  out  to  find  them 
has  sold  609  Lehman  offerings,  raising  have  to  have  champions  for  these  p 
some  $10.5  billion.  nerships  to  go  beyond  the  orig 

According  to  Tracey  A.  Esherick,  Fi-    -thought  process.  Good,  consta 

delity  brokerage  chief,  the  operation  is    evolving  partnerships  can  help  d 

looking  beyond  Lehman  for  new  al-    our  organization."  — Michael  Ma 

liances  that  will  enhance  its  Web  busi-  [  RIINNFR 
J.,  •    ,  .         i         t,  ^        ,    Goldman  Sachs  Group  nunntn 

ness.  It  s  just  teamed  up  with  General    To  run  jts  PrjmeAccess  program  whicn  will  | 

Motors  subsidiary  OnStar,  for  wireless  ate  liquidity  for  trades  between  European  n 
trading  in  GM  vehicles.  In  the  401  (k)     kets,  Goldman  plans  to  team  with  up  to 

u  r-j  *i    •  •     j  banks  and  brokers  in  Europe.  Goldman  is  al: 

business,  Fidelity  recently  pined  with    partner  jn  ECNs  fc  BondbPook  and  Redjboc 

Bank  One  to  market  its  expertise  in  re-  1 


I 
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When  a  company  was  totally  self-sufficient, 
it  used  to  be  a  sign  of  strength.  But  now  it 
is  just  the  opposite.  Welcome  to  the  new 
relationship  economy,  where  success  depends 
on  the  effectiveness  of  your  connections. 

Cap  Gemini  Ernst  &  Young  can  help  you 
plug  into  an  extended  network  of  vendors, 
suppliers,  customers,  and  yes,  even 
competitors.  In  addition  to  being  integrated 


internally,  we  make  certain  all  your  systems 
and  processes  are  perfectly  connected  with 
the  outside  world.  So  you  can  forge  new 
relationships  and  help  transform  the  rules 
as  you  go  along. 

Why  work  with  us?  With  over  60,000 


Cap  Gemini 
Ernst  &YounG 


people  worldwide,  we  are  one  of  the  top 
global  management  and  IT  consulting  firms. 
We  are  specialists  at  connecting  you  with 
your  value  chain  —  from  IT  infrastructure  to 
business  processes  to  B2B  marketplaces. 
In  fact,  we  are  helping  to  build  the  largest 
digital  exchange  ever. 

So  join  the  liberation  and  watch  your 
business  take  flight. 

www.cgey.com 


MANAGEMENT    CONSULTING    -    SYSTEMS    TRANSFORMATION    -   INFORMATION  TECHNOLOGIES 


>2001  Cap  Gemini  Ernst  &  Young  All  trademarks,  trade  names  and  service  marks  mentioned  and/or  used  belong  to  their  respective  owners 


General 


Before  1989  one  U.S.  company 

dominated  the  international  market  for 
breakfast  cereal — and  it  wasn't  General 
Mills.  "Kellogg  was  kicking  everybody's 
rear  end  overseas,"  admits  Ken  Harris, 
partner  and  industry  consultant  at 
Cannondale  Associates. 

Rather  than  try  to  build  an  interna- 
tional cereal  business  from  the  ground 
up,  General  Mills  found  a  partner:  Nesde. 
The  joint  venture,  known  as  Cereal  Part- 
ners Worldwide  (CPW),  combined  Gen- 
eral Mills'  expertise  in  cereal  with  Nesde's 
brand  recognition  and  distri- 
bution throughout  Europe. 

The  strategy  worked.  Since 
forming,  CPW  has  expanded  op- 

RUNNER  UP 

PepsiCo 

Some  say  PepsiCo's  "type-A"  culture  has  ham- 
pered its  ability  to  partner,  but  the  beverage  and 
snack  giant  has  alliance  experience.  Its  Quaker 
Oats  unit  works  with  Novartis  to  develop  "func- 
tional foods"  known  for  their  health  benefits. 


NYSE:  GIS 
www.generalmills.com 

erations  to  75  markets  and  captured  21% 
of  the  international  cold  cereal  business. 
"The  equation  is  pretty  simple,"  explains 
Cannondale's  Harris.  "They  find  value  in 
a  partner's  assets,  send  their  best  people 
to  run  the  company  and  stay  vigilant  as  to 
how  to  improve  the  partnership  on  an 
ongoing  basis." 

Not  all  of  General  Mills'  international 
joint  ventures  have  gone  as  smoothly.  An- 
alysts say  the  firm  has  had  disagreements 
with  PepsiCo  over  strategy  regarding 
Snack  Ventures  Europe,  a  joint  venture 
with  $1  billion  in  annual  sales.  General 
Mills  also  shut  down  a  Latin  American 
dessert  venture  with  Best  Foods. 

Still,  international  alliances  alone 
accounted  for  $1.8  billion  of  the  com- 
pany's $6.7  billion  in  sales  last  year. 

On  the  Internet,  General  Mills  has 
found  partners  for  tasks  ranging  from 
supply-chain  management  to  brand 
awareness. 


Chief  Executive:  Stephen  W.  Sanger 
Key  alliance  officer:  Stephen  R.  Demer  I 


Revenues:  $6.7  billion 
Market  cap:  $10.8  billion 
Alliances:  8 


22.1 


One  venture,  InsightTools,  pairs  G< 
eral  Mills  with  Mill  Valley,  Calif.-ba: 
MarketTools.  Since  August  InsightTo 
has  completed  more  than  100  Intern 
based  market  studies  in  industries  rai 
ing  from  financial  services  to  electron 
"We  provide  the  research  techniques,  d 
provide  the  technology,"  says  Gayle 
guitt,  president  of  General  Mills'  cc 
sumer- insights  division. — Andrew  Gi 


Georgia-Pacific  Group 


NYSE: 


www.gp.c 


A.D.  (Pete)  Correll,  chief  executive  of 

Georgia-Pacific,  is  tired  of  the  cyclical  in- 
dustry to  which  his  company  belongs. 
Listen  to  his  letter  to  shareholders  in  GP's 
annual  report.  "Frequent  underperfor- 
mance  relative  to  expectations  and  per- 
vasive pricing  unpredictability  are 
rapidly  driving  this  industry  to- 
ward irrelevance.  Excuse  us  if 
we  have  decided  not  to  follow 
the  lemmings  over  the  cliff." 
Like  other  chief  execu- 
tives on  the  FORBES  Magnetic 
40,  Correll  is  overhauling  GP. 
He's  moving  the  paper 
company  up-market, 
closer  to  its  ^ 
customers,  into 
the  higher-margin 
branded-consumer-  || 
products  business.  3£ 
Correll's    best  H 


chance  at  refocusing 


GP  in  a  short  amount  of  time  is  by  team- 
ing up  with  the  right  strategic  partners. 
Last  year  GP  struck  a  deal  with  Xerox  to 
manufacture  and  market  branded  office 
papers  in  an  attempt  to  increase  GP's 
market  share.  Why  just  sell  paper  when 
you  can  team  up  with  the  best  brand  in 
office  equipment?  GP's  Unisource  divi- 
sion has  a  special  team  that  focuses  on 
packaging  for  dot-coms.  It  formed  an  al- 
liance with  Amazon.com  to  exclusively 
provide  the  corrugated  boxes  for 
shipping  books  like  Harry  Potter 
and  the  Goblet  of  Fire. 

Overseas,  GP  has 
teamed  up  with  the 
.  U.K.'s  David  S. 
Smith  Packaging. 
Now  GP  can  better 
serve  multinational 
clients  with  Smith's 
product- identification 


Chief  Executive:  A.D.  Correll 


Key  alliance  officer:  division  heads 


Revenues:  $22.1  billion 
Market  cap:  $6.2  billion 
Alliances:  9 


system,  Ident,  which 


uses  radio-frequency  tags  to  track  pa 
ages.  Of  course,  GP  is  also  forming  V 
alliances.  It  has  joined  IP  and  Wey 
haeuser  in  Forestexpress.com.  Unl 
other  procurement  exchanges  that  fai 
because  they  tried  to  create  whole  n 
marketplaces,  Forestexpress  uses  pre 
isting  buyer-seller  relationships 
procuring  goods.  The  Web  speeds 
the  transaction  and  lowers  the  costs. 

— Jody 

Intonation*! Paper       RUNNER  U 

In  March  International  Paper  announced  a  joi 
venture  with  Carter  Holt  Harvey  to  invest 
Pacific  Millennium  Paper  Group,  which  distri 
utes  and  manufactures  packaging  and  papc 
board  in  China,  Southeast  Asia  and  Califomi; 
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"...the  best  thing 
about  FlightTime's  Freedom  Plan 
is  never  having  to  break  a  promise..." 


•  ml  f  m 


IS 


[M 


Jon  Kamen, 
Chairman,  CEO 
@  radical  media 


en  you  run  one  of  the  most  successful  commercial 
production  companies  in  the  business,  it  means 
traveling  to  offices  around  the  world,  80-hour 
work  weeks,  and  countless  meetings  that 

often  run  late. 

o  how  can  you  be  there  for  that  birthday  party  you 
promised  you'd  make?  Or  that  ski  trip?  Or  that 
dinner  reservation  with  your  wife? 

For  Jon  Kamen,  the  answer  is  FlightTime's 
Freedom  Plan,  the  revolutionary  air  charter 
program  that  offers  all  the  benefits  of 
aircraft  ownership  without  all  the  costs. 


No  acquisition  fees,  empty  leg  charges,  or  multi-year 
contracts.  With  guaranteed  aircraft  availability  and 
over  5000  airports  to  choose  from,  the  Freedom 
Plan  gets  you  where  you  need  to  be,  when 
you  promised  to  be  there. 

And  with  FlightTime's  Freedom  Plan,  your  aircraft 
and  crew  are  audited  by  Wyvern,  the  "gold  standard" 
in  air  travel  safety. 

Never  miss  another  flight  or  another  special  moment 
with  your  family.  Become  a  FlightTime  Freedom  Plan 
member  today.  To  learn  more  call  1-888-CHARTER, 
or  visit  us  at  www.FlightTime.com 


411*  FlightTime 

Air  travel,  perfected. 


iealth  Net 


ilYS£;fi 


www.health.i 


In  mid-1999  Jay  Gellert,  chief  execu- 
tive of  health  insurer  Health  Net,  and 
Gary  Velasquez,  his  right-hand  man  in 
government  accounts,  had  a  heart-to- 
heart  talk  about  the  state  of  the  industry. 
Each  major  health  insurer  had  its  own 
system  for  claims  data  flowing  between 
patients,  their  employers  and  health  care 
providers.  Of  $1.5  trillion  in  annual 
health  care  costs,  paperwork  consumed 
a  fifth.  At  Health  Net,  administrative  ex- 
penses as  a  percentage  of  revenues  were 
more  than  16%.  There  had  to  be  a  better 
way.  Even  worse,  Jim  Clark's 
WebMD  was  planning  to  offer 
that  better  way  and  to  force  in- 
surers like  Health  Net  to  pay 


Chief  Executive:  Jay  Gellert 
Key  alliance  officer:  Gary  Velasquez 
Revenues:  $9.1  billion 
Market  cap:  $2.4  billion 
Alliances:  24 


Gary  Velasquez 


RUNNER  UP 

HealthSouth 

magine  patient  beds  with  Web-enab!ed 
screens  with  access  to  digital  X-rays.  The  out- 
patient services  provider  announced  in  March 
that  it  has  teamed  up  with  Oracle  to  build  a 
$125  million  digital,  automated  hospital. 


transaction  costs  on  claims  processed. 

Gellert  made  Velasquez  president  of 
business  transformation  and  innovative 
services  and  gave  him  a  $20  million 
budget  to  form  technology  alliances. 

Velasquez  helped  convince  seven 
competitors,  including  Aetna  and 
Cigna,  to  standardize  claims  and  form  a 
Web-based  system.  With  $50  million 
they  formed  MedUnite,  which  plans  to 
launch  this  summer.  Obstacles  remain 


but  if  it  is  successful,  analysts  say  it  co 
cut  administrative  expenses  by  50%. 

Health  Net  is  also  partnering  w 
Boston-based  NaviMedix,  which  alk 
health  care  providers  to  check  pati 
eligibility  online.  In  a  test  in  New  Yc 
Velasquez  says,  the  program  cut  fai 
claims  by  75%.  On  the  consumer  si 
Health  Net's  Questium.com  has  a  do: 
content  partners. 

Velasquez's  ability  to  form  allian 
in  the  health  care  industry  is  no  small 
complishment.  Says  Lehman  Broth 
analyst  Joshua  Reskin,  "Managed  c 
has  been  historically  pathetic  in  term: 
technology  alliances  and  working  w 
others."  — Ashlea  Ebei 


Deere  &  Co. 


NYSE: 


www.deere.c 


Deere  &  Co.  is  more  than  150  years 

old,  but  it's  not  stodgy.  This  maker  of 
heavy  equipment  turns  out  advanced 
machinery  like  riding  lawn  mowers  that 
turn  with  zero  radius  and  use  global 
positioning  systems.  One  way  it  gets  its 
edge  is  by  partnering. 

Why  would  a  company  want  to 
partner  with  Deere?  Brand  and  global 
market  share.  Kids  play  with  John  Deere 
toy  tractors.  Dads  walk  behind  Deere 
snow  blowers.  Deere's  distribution 
spans  160  countries. 

Best  of  all,  James 
Litton,  the  founder  of 
NavCom  Technology 
— an  early  partner, 
which  Deere  eventually 
acquired — says  that 
when  Deere 
collaborates  it 
makes  a  point 
of  not  bullying 


EfIC 


its  partners. 

Deere  used  its  satellite  technology  to 
equip  its  combines  with  NavCom's  GPS 
devices.  One  result:  farmers  can  now 
better  measure  grain  volume  in  real 
time  as  it  flows  from  the  field  into  a 
combine. 

Deere  also  partnered  with  Firepond, 
a  Web  customer- relationship  manage- 
ment company,  to  develop  an  online 
tool  that  allows  customers  to  configure 
and  price  tractors. 

Technology  isn't  al- 
ways the  force  behind 
partnering.  A  joint  ven- 
ture with  Hitachi  Con- 
struction Machinery  let 
Deere  break  into  a 
market  dominated  by 
Caterpillar:  building 
construction  equip- 
ment like  excavators 
and  wheel  loaders.  In 


Chief  Executive:  Robert  Lane 
Key  alliance  officer:  division  heads 


Revenues:  $13.1  billion 
Market  cap:  $10.4  billion 


Alliances:  50 


March  the  two  companies  announ- 
plans  to  sell  wheel  loaders  in  Japan. 

Deere  is  also  a  pioneer  in  bring 
the  Web  to  farmers.  In  1999  De 
formed  a  joint  venture  with  Growms 
a  grain-marketing  cooperative,  a 
Farmland  Industries,  a  farmer-owi 
cooperative.  The  venture,  VantagePc 
Network,  is  an  Internet-based  serv 
offering  news,  weather,  crop  prices 
analytical  tools.        — Graham  But 

RUNNER  I 


Caterpillar 

Last  year  was  a  bumper  year  for  Caterpillar 
Nances.  A  partnership  with  Disney  resulted  it 
Caterpillar  Tractor  Yard  in  Disneyland.  A  venti 
with  Daimler  will  lead  to  building  engines,  fi 
systems  and  other  power-train  components. 
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>,as  staying  there. 


For  every  company 
that's  ever  reached  the  top, 
the  challenge  to  stay  there  has 
always  been  the  ultimate  test. 
And  after  nearly  a  century  of  lending 
and  leasing  to  businesses  and  consumers,  CIT 
stands  poised  with  new  and  expanded  resources  to 
help  our  customers  meet  each  challenge  that  lies  ahead. 
CIT  serves  a  myriad  of  industries  with  leadership 
positions  in  industries  ranging  from  Rail  and  Technology  to  Business 
Aircraft  and  Small  Business  lending. 

And  with  our  recent  growth,  CIT  has  invested  in  providing  customers 
with  a  level  of  service  that  fully  integrates  the  newest  technology  with  the  highest 
degree  of  dedication  and  expertise. 

So  though  we  take  understandable  pride  in  our  journey  to  the  top,  we  never 
forget  that  our  success  will  always  be  measured  by  an  unwavering  commitment  to 
the  success  of  our  customers. 

Discover  why  today's  business  leaders  put  their  trust  in  today's 
financing  leader. 


CiT 


CIT 
HHimn 

NYSE  ©2001  The  CIT  Group,  Inc. 


CIT.com 


iott  International 


NYSE:  Mb 


www.marriott.co 


Bulgari  Chief  E 
(left)  and  M 


When  chic  Italian  jewelry  company 

Bulgari  SpA  approached  executives  at 
Marriott  about  a  joint  venture  to  create 
a  line  ofluxury  Bulgari-branded  hotels, 
the  deal  was  a  no-brainer. 

Never  mind  that  there  are  no  prece- 
dents for  a  fashion  company 
morphing  its  name  into  a  suc- 
cessful hotel.  Or  that  Marriott 
also  owns  the  competing  up- 


scale Ritz-Carlton  brand.  The  deal  met 
Marriott's  key  criteria  for  an  alliance:  It 
gave  the  company  access  to  new  cus- 
tomers, associated  it  with  another  strong 
brand  and  offered  significant  potential 
rewards  for  both  partners. 

For  an  initial  investment  of  $70  mil- 
lion each,  Bulgari  and  Marriott  are  now 
teaming  up  to  compete  in  one  of  the 
hottest  new  markets  in  the  hotel  busi- 
ness: serving  business  customers  who 
frequent  chic  urban  lodgings  from  hote- 
liers like  W  and  Ian  Schrager.  The  Bul- 
gari hotels — seven  are  expected  to  be 
built  before  2006 — will  have  the  same 
quality  standards  as  the  Ritz,  but  with  a 
style  more  Prada  than  Brooks  Brothers. 

Among  hotel  chains  Marriott  is  a  sea- 
soned pro  at  alliances.  The  company 
added  15  new  business  and  travel  part- 
ners last  year.  Most  relate  to  the  Marriott 
Rewards  program,  which  offers  points  to 
its  14  million-plus  "frequent-guest" 


Chief  Executive:  ].\V.  Marriott  Jr. 
Key  alliance  officer:  Daniel  Bret 
Revenues:  $10  billion 


Market  cap:  $10.9  billion 
Alliances:  48 


members,  good  for  hotel  upgrades  or 
miles.  Reward  partners  are  numero 
and  include  Visa,  Hertz  and  AT&T. 

According  to  William  R.  Tiefel,  he 
of  Marriott's  luxury  hotel  group,  anoth 
often-overlooked,  benefit  of  partneri 
is  information-sharing.  His  Bethesc 
Md.-based  group  is  anxious  to  tap  ir 
the  spending  habits  of  the  internatior 
jet-setters  he  expects  to  attract  to  his  m 
Bulgari  Hotels.  — Dorothy  Pomerat 


RUNNER  U 

Starwood  Hotels 

The  owner  of  the  Sheraton.  Westin  and  \ 
brands  recently  teamed  with  Cisco  to  provic 
faster  Web  connections  in  hotels.  It  als 
formed  a  partnership  with  Enron  for  cheap  er 
ergy  for  its  hotels  for  the  next  ten  years. 


Procter  &  Gamble 


NYSE:  i 


www.pg.ct 


In  May  2000  Magnifi,  a  Web-based 

marketing  software  firm,  approached 
Procter  &  Gamble  about  becoming  a 
customer.  P&G's  response:  Let's 
partner  instead.  Eight  months  later 
Emmperative  was  launched  to  sell 
Web-based  marketing  tools,  in 
eluding  some  of  P&G's.  Magnifi  'tf, 
provides  the  technology  and 
P&G  the  brand-building  exper 
tise.  Management  and  the 
board  are  split. 

There  is  a  metamorpho-  W. 
sis  underway  at  Cinncinati- 
based  P&G.  This  formerly  se- 
cretive brand  machine  is  now 
seeking  partnerships  to  rein- 
vigorate  its  mature  products 
and  leverage  its  assets.  "When 
I  tell  analysts  what 
P&G  has  done  for  us, 
they  are  staggered," 
says  Emmperative's 
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chief  executive,  Hunter  Hastings. 

This  year  P&G  has  teamed  with  Dana 
Undies  to  make  Pampers  cotton  under- 
wear, with  Magla  to  make  Mr.  Clean  dis- 
posable gloves  and  mops,  and  with  GM 
to  distribute  its  Tempo  car  clean-up  tow- 
els. It  is  also  an  investor  in  B2B  exchange 
Transora.  Whirlpool  and  P&G  are 
jointiy  developing  a  new  "clothes 
refresher"  product  and  appliance. 
„^  In  its  deal  with  Coke, 

f  P&G  will  contribute  R&D, 
W  and  Coke's  global  distribu- 
tion network  will  boost  brands 
ike  Pringle's. 

For  partners  P&G's  allure  is 
obvious.  It  owns  300  top 
brands,  has  27,000  patents, 
1,500  in-house  Ph.D.s  and 
spends  $2  billion  on  research 
each  year.  No  more  navigating 
the  company's  brand  silos  to  get 
things  done.  Today  a  new- 


Chief  Executive:  Alan  G.  Lafley 


Key  alliance  officer:  Jeffrey  Weedman 


Revenues:  $40  billion 
Market  cap:  S75.5  billion 
Alliances:  120 


5  YE  A 
RETUR 

ONCAPIT 


ventures  division  is  headed  by  Jeffi 
Weedman.  His  team  cuts  through  t 
bureaucracy.  Now  P&G  invites  outsi 
managers  to  its  planning  meetings,  a 
some  have  access  to  P&G's  intranet.  Pa 
ner  Dana  Undies  has  been  given  aco 
to  Pampers  customer  research  and  da 
base.  Want  to  license  P&G  technolojj 
Check  out  Yet2.com,  an  exchange  wh< 
P&G  posts  100  of  its  patents. 

— Luisa  Kr 

RUNNER  U 

This  Anglo-Dutch  firm  is  known  for  alliance 
like  its  partnership  with  Pepsi  for  bottled  Liptc 
iced  tea;  its  market  share  has  grown  from  18 
to  40%.  It  also  collaborates  with  Kimberl' 
Clark  on  ventures  in  Latin  America  and  Indi; 
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YOU  SAVE  TO  YOUR 


L 


>rce.com  delivers  all  the  benefits  of  customer  relationship  management  software 
It  the  expense.  It's  a  powerful  online  CRM  service  that  helps  you  acquire,  grow, 
:ain  customers  with  an  integrated  sales,  marketing,  and  customer  support  solution, 
tware  to  buy.  No  upgrades  to  pay  for.  No  need  to  wait.  It's  risk-free  ROI.  Call  us 
'0-NO-SOFTWARE  or  visit  us  at  www.salesforce.com.  Sign  up  online  now  and 
rst  five  users  are  FREE  for  the  first  12  months. 


salesforGe.com 


Point.  Click.  Close. 


an  International  Group 


www.aig.f 


Maurice  (Hank)  Greenberg,  the  76- 
year-old  chief  executive  of  American 
International  Group,  has  a  reputation 
for  being  something  of  a  control  freak 
when  it  comes  to  sharing  power.  How- 
ever, Greenberg  also  knows  what  it 
takes  to  grow  a  global  enter- 
prise. Among  his  stodgy  peers 
in  the  insurance  business,  he 
has  been  the  most  active  in 


seeking  strategic  partnerships. 

That's  why  he  flew  to  India  in  1995 
to  announce  a  partnership  with  the 
Tata  Group,  India's  largest  industrial 
conglomerate.  At  the  time  the  U.S.  was 
putting  pressure  on  India  to  open  its 
doors  to  foreign  investment.  Greenberg 
had  already  started  the  process  of  form- 
ing the  partnership  because  he  saw 
early  on  an  opportunity  to  tap  into 
India's  state-dominated  $8  billion  mar- 
ket for  insurance.  For  Tata,  the  partner- 
ship allows  it  to  use  its  distribution  net- 
work to  share  in  sales  of  AIG's  insurance 
products. 

Greenberg's  foresight  paid  off.  In 
January  Tata-AIG  General  Insurance  be- 
came the  first  American-owned  ven- 
ture to  get  a  license  to  sell  property  and 
casualty  insurance  in  India.  It  later  got 
a  license  to  sell  life  insurance  in  India. 

AIG  is  also  partnering  with  software 
providers  and  security  specialists, 


Chief  Executive:  Maurice  Greenberg 
Key  alliance  officer:  division  heads 


Revenues:  $42.4  billion 
Market  cap:  $181.9  billion 
Alliances:  not  available 


including  RSA  and  Unysis.  By  giv 
hacker-insurance  clients  access  to  pr 
ucts  and  security  services,  the  parti 
anticipate  fewer  claims  and  more  t< 
nology  sales. 

Last  year  AIG,  Kemper  and  Prut 
tial  formed  Fusura,  an  online  mar 
place.  When  the  site  launches  e 
next  year,  AIG  will  market  auto,  he 
and  life  insurance  products  directl 
consumers.  — Carrie  Cooll 


RUNNER 

Lloyd's  of  London 

Lloyd's  has  formed  alliances  with  Marsh, 
and  Safeonline  to  protect  companies  aga 
technology  hazards  like  e-mail  viruses  and  hi 
ers.  In  October  it  partnered  with  Yahoo  to  pro 
insurance  for  purchases  made  on  the  site. 


AOL  Time ] 


At  AOL  partnering  is  a  religion. 

The  company  has  alliances  with  more 
than  1,000  content  partners  like  Pre- 
view Travel  and  Intuit,  who  pay  cash 
and  stock  for  the  privilege  of  gaining 
access  to  the  screens  that  AOL  transmits 
to  more  than  29  million  subscribers. 

According  to  Web  partners,  David 
Colburn,  AOL  Time  Warner's  head  of 
business  development,  has  a  reputation 
for  bullying  during  negotiations,  and 
not  all  of  its  marriages  have  been 
happy.  Some  struggling  AOL  partners 
like  Dr.  Koop.com  and  PlanetRx,  forced 
to  make  hefty  up-front  concessions, 
were  later  disappointed  in  the  Web  traf- 
fic they  got. 

However,  AOL's  successful  partner- 
ships far  outweigh  its  flops.  Sports- 
Line.com  became  one  of  AOL's 
anchor  tenants  four  years  ago. 
Today  its  traffic  is  up  twelvefold, 
with  between  10%  and  20% 


NYSE; 


www.aol. 

Chief  executive:  Gerald  Levin 
Key  alliance  officer:  Jonathan  Sacks  C 

Revenues:  $36.2  billion  (pro  forma) 
Market  cap:  $204.6  billion 


Alliances:  1,000  plus 


coming  from  AOL.  Another  successful 
alliance  with  Talk  America  has  gener- 
ated more  than  $100  million  in  rev- 
enues for  AOL  since  1998. 

Linking  with  the  portal  has  also 
been  known  to  boost  a  partner's  stock. 
After  Switchboard,  Inc.  announced  a 
deal  with  AOL  last  Dec.  11,  its  stock 
jumped  more  than  21%  in  a  single  day. 

According  to  AOL,  suggestions  for 


new  content  partners  can 
come  from  anywhere  within  the 
company.  The  task  of  cultivating 
maintaining  the  relationships  fal 
AOL's  Partner  Relations  Group,  a  tea 
more  than  150  employees,  says  AOL  j 
ident  Jonathan  Sacks.  Expect  the 
lenges  of  managing  these  relationshi 
grow  exponentially  as  AOL  integ 
Time  Warner's  labyrinth  of  alliance! 

— Karen  Ba 


Microsoft  RUNNER 

In  terms  of  Web  content,  Microsoft's  MSN 
been  able  to  attract  more  than  1,800  parti 
Going  forward,  MSN's  WebTV,  Xbox  gai 
console  and  its  new  UltimateTV  should  r 
the  company  even  more  magnetic. 
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Which  best  describes 
the  systems  integration  project 
you're  considering? 


If  you're  considering  a  project  that's 
likely  to  keep  you  up  nights,  there's 
something  you  should  know: 

Us. 

At  AMS  we've  managed  eBusiness, 
IT,  and  systems  integration  projects  of 
intimidating  complexity  for  over  thirty 
years.  And  we've  done  it  so  successfully 


that  Forbes* Magazine  has  named  us  one 
of  the  best-performing  big  companies  in 
the  U.S. 

For  two  years  in  a  row. 

So  if  you're  in  the  process  of  talking 
to  consultants,  we  hope  you'll  contact  us. 

Because  you  can  be  sure  of  one  thing. 

You'll  be  in  good  hands. 


ams 

Industrial 
strength  IT 


ams.com 


Akamai  Tech  n 


Think  of  Akamai  as  the  nasal  spray 

for  Web  congestion.  Popular  sites 
like  Yahoo.com,  CNN.com  and 
MarthaStewart.com  count  on  Akamai 
to  move  their  Web  pages  more  quickly 
through  the  Internet's  tangled  network. 

It's  an  advantage  every  Web  site 
needs,  but  only  one  of  many  services 
that  site  developers  require.  In  the  three 
years  since  Akamai  has  been  in  business 
the  Cambridge,  Mass. -based  service 
company  has  made  itself  more  attrac- 
tive to  customers  by  forging  more  than 
750  alliances  with  hardware  and  soft- 
ware vendors  and  ISPs  to  provide  a 
broad  suite  of  services. 

Akamai's  biggest  drawing  card  is 
that  it  solves  a  common  problem — In- 
ternet bottlenecks — without  support- 
JbTIQ  ing  any  one  specific  technol- 
ogy. To  date  it  has  placed  more 
than  10,000  of  its  servers  in 
650  networks  around  the 


world.  Revenues  surged  from  $4  mil- 
lion in  1999  to  $90  million  in  2000. 

Strategic  alliances  were  part  of  the 
company's  overall  plan  from  the  be- 
ginning, says  George  Conrades,  Aka- 
mai's chief  executive  officer.  Today 
Akamai's  technology  is  built  into 
many  of  its  partners'  products.  Last 
May  Akamai  entered  into  an  alliance 
with  Boston-based  CacheFlow  Inc., 
which  manufactures  server  accelera- 
tors. CacheFlow  integrated  Akamai's 


Baxter  International 


Every  week  five  or  six  new  alliance 

proposals  arrive  in  Victor  Schmitt's 
mail  at  Baxter  International.  Staffers  in 
the  Biosciences  division,  where  Schmitt 
runs  business  development,  turn  up  an- 
other ten  potential  partners  per  week. 
[MAgReTICI        mats  iust  one  °f  $6.9-bil- 
'  ^  fer\\   lion-Baxter's  three  operating 
fm  U  ■  ■  un'ts-  "I*  ^sn  t  reasonable  to 
think  that  any  one  company  is 


going  to  control  all  the  intellectual 
property  that  will  result  in  meaningful 
therapeutic  products,"  says  Schmitt, 
who  vets  alliances  with  head  of  business 
development,  Timothy  Anderson. 

Baxter  actively  seeks  strategic  alliances 
to  fill  gaps  in  its  product  pipeline.  They 
range  from  early-stage  joint  development 
agreements  to  Web  partnerships,  includ- 
ing a  deal  with  Microsoft  and  Cisco  to 
develop  a  consumer  Web  site  devoted  to 
kidney  dialysis. 

In  January  Baxter  teamed  up  with 
Welch  Allyn  Protocol  to  combine  its 
pumps  with  Welch's  patient-monitor 
system  into  a  single,  improved  product. 
"With  either  company,  we've  essentially 
doubled  our  sales  forces,"  says  Ann 
Demaree,  vice  president  of  alliance 
management  at  Protocol. 

Some  of  Baxter's  alliances  are  defen- 
sive. For  example,  Baxter  makes  a  treat- 
ment for  hemophilia  that  involves  using 


Nasdaq:  AK, 


www.akamai.c 


Chief  Executive:  George  Conrades 
Key  alliance  officer:  George  Conrades 


Revenues:  $90  million 
Market  cap:  $935  million 
Alliances:  750  plus 


process  into  its  appliances.  Each  cc 
pany  promotes  and  sells  the  oth 
products  and  services.  Alliances 
this  contributed  15%  of  Akamai's  i 
enues  in  2000. 

To  enhance  collaboration  with 
partners,  Akamai  created  a  po 
called  I.Am. Akamai,  which  includ 
customer-relationship  managem 
tool  kit  and  support  services. 

— Karen  Ban 


RUNNER' I 

Loudcloud 

Marc  Andreessen's  Loudcloud  is  already  a 
ASP  in  Web  infrastructure  services.  Sine 
launched  in  1999,  Loudcloud  has  formed  m 
than  42  partnerships  with  companies  like  A 
GlobalCrossing  and  Microsoft. 


NYSE:  I 


www.baxter. 


Chief  Executive:  Harry  M.J.  Kraemer 
Key  alliance  officer:  Timothy  Anders- 


Revenues:  $6.9  billion 
Market  cap:  $26.2  billion 
Alliances:  15  plus  


human  blood  plasma  to  compen 
for  immune  deficiencies.  The  tr 
ment's  main  weaknesses  are  the  pc 
tial  contamination  of  blood,  and  d« 
shortages.  So  in  early  2000  Ba 
signed  up  Dutch  company  Pharr 
Group  NV  to  codevelop  a  syntl 
plasma  that  will  compete  with  Ba> 
human  plasma  line.  If  the  syntt 
plasma  is  effective,  both  compa 
win.  —Chana  R.  Schoenb 

Johnson  &  Johnson       ^  UNNER 

J&J  has  125  alliances  and,  true  to  its  decen 
ized  model,  no  one  person  in  charge  of  co 
rate  alliance  strategy.  J&J's  venture  arm 
done  100  funding  deals  in  devices,  biofech 
genetics. 
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Markets  change, 
tonds  fluctuate.  Stocks  slide. 

You  need  an  asset  manager  who  never  flinches, 


ictory 

:al  Management 


At  Victory  Capital  Management,  we  believe  changes,  fluctuations,  even 
devaluations  bring  opportunity.  We  approach  this  market  with  patience.  We 
seek  long-term  returns  for  each  investment  and  each  investor.  We  plan  carefully 
based  on  discipline  and  in-depth  research.  Even  in  unpredictable  markets,  we 
manage  risk  responsibly.  All  to  achieve  remarkable  returns. 

Call  Victory  Capital  Management  today.  1-877-660-4400. 

Investment  Management  •  Mutual  Funds  •  Securities  Lending 

Victory  Capital  Management  Inc.  is  a  member  of  the  Key  financial  network. 


I 


nor  Group 


Big  steel  is  in  the  dumps.  The  global 

economic  slowdown  is  crippling  these 
companies  and  most  don't  come  close 
to  making  adequate  returns  on  capital. 
Francis  Mer,  the  62-year-old  chief  ex- 
ecutive of  Paris-based  steelmaker  Usi- 
nor  Group,  is  convinced  that  alliances 
are  the  only  way  to  move  forward. 
"[Partnering]  is  a  solution  for  the 
poor,"  Mer  quips. 

n  January  Usinor  announced  an 
alliance  with  Japan's  Nippon  Steel  to 
develop  better  ways  of  making  flat- 
rolled  carbon  steel  for  autos.  Rather 
than  duplicate  research,  together  they'll 
spend  a  combined  $460  million  annu- 
ally over  the  next  decade — more  than 
either  could  afford  alone. 

Forming  alliances  is  also  a  way  to 
break  into  new  markets  with- 
out bearing  all  the  capital  ex- 
pense. In  1997  Usinor  teamed 
with  Dofasco,  Canada's  sec- 


Paris  exchange:  IJ 


www.usinor.ci 


Chief  Executive:  Francis  Mer 
Key  alliance  officer:  Francis  Mer 


ond-largest  mill,  to  build  a  400,000-ton 
(output)  galvanizing  plant  to  supply  car 
bodies  for  Honda,  Toyota  and  the  Big 
Three  automakers.  Usinor  offered  its 
technological  know-Jiow,  and  about 
$22  million  in  cash,  for  a  20%  stake. 
The  plant,  which  opened  in  1999, 
helped  make  Dofasco  the  most  prof- 
itable mill  in  North  America  on  a  per- 
shipped-ton  basis.  It  also  gave  it  a 


Revenues:  $14.6  billion 
Market  cap:  $3.4  billion 
Alliances:  100 


foothold  in  the  import-averse  US 

Another  Usinor  alliance  w 
Spain's  Aceralia,  formed  in  1997 
build  a  zinc-coating  plant,  recer 
blossomed  into  a  three-way  mer 
with  Luxembourg-based  Arbed.  1 
new  company  will  be  the  largest  f 
rolled  steel  producer  in  the  world. " 
trio  are  also  backers  of  a  newly  forr 
Web  marketplace,  Steel24-7.com. 

— Brett  Ne 

RUNNER  I 

Alcoa 

Aluminum  giant  Alcoa  formed  a  ten-year,  $3 
million  partnership  with  Honeywell  in  Febru 
to  automate  its  plants.  Alcoa  also  has  siza 
stakes  in  two  struggling  online  marketplac 
Quadrem  and  Metalspectrum. 


BP  Amoco 


NYSE 


www. bp 


Energy    companies    have  been 

forming  joint  ventures  and  exploration 
alliances  practically  since  Edwin  Drake 
drilled  the  first  oil  well  in  Pennsylvania 
in  1859.  But  today  exploration  has 
taken  oil  companies  to  the  bottom  of 
the  ocean  where  drilling  for  oil 
is  no  easy  feat. 

Here,  no  company  has 
been  as  successful  as  U.K.- 


based  BP  Amoco,  the  third-largest  oil 
exploration  and  production  company 
in  the  world.  Success  breeds  success. 
Today  BP  is  the  oil  company  with  which 
others  want  to  partner. 

In  August  2000,  for  example,  BP  and 
Cidra,  a  maker  of  fiber-optic  equip- 
ment, formed  an  alliance  to  build  smart 
wells.  BP  drills  the  wells  and  Cidra 
makes  them  smart  by  working  with  ser- 
vice providers  like  Schlumberger.  To- 
gether, they  develop  sensors  that  pro- 
vide real-time  data  about  pressure  and 
temperature  so  the  field  operator  can 
properly  drain  the  reserves. 

BP  also  recently  began  working  with 
Primex,  a  company  that  makes  com- 
mercial satellite  propulsion  systems.  By 
partnering,  the  two  companies  will  de- 
velop valves  that  can  control  the  flow  of 
oil  inside  the  well. 

Besides  giving  its  drilling  business  a 
boost,  BP's  partnerships  are  also  trans- 


Chief  Executive:  Sir  John  Browne 
Key  alliance  officer:  division  heads 


Revenues:  $148.1  billion 
Market  cap:  $200.1  billion 
Alliances:  167 


forming  the  way  it  does  business, 
year  BP  joined  Royal  Dutch/S 
Group  and  13  other  oil  compani« 
form  Trade-Ranger,  a  Web-based 
curement  system. 

Under  its  chief  executive,  Sir 
Browne,  division  heads  form  their 
alliances.  With  more  than  165  pan 
ships,  one  wonders  whether  BP  Ar 
should  hire  an  alliance  officer  to  c 
see  the  entire  effort.  — Daniel  I 

, RUNNER 

Royal  Dutch/Shell  Group 

Royal  Dutch/Shell  recently  created  an  Intel 
venture  fund  to  build  new  businesses.  [ 
company  is  partnering  with  the  Beacon  G| 
to  develop  high-tech  oilfield  tools,  whif 
plans  to  sell. 
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*  GOLF 


TECHNICALLY  SPEAKING, 
THE  MOST  INTELLIGENT 
IRONS  IN  GOLF. 


The  Hawk  Eye"  Tungsten  Injected  Titanium  Irons. 
The  most  technologically  advanced  irons  we've  ever  made. 


EoK,  Hawk  Eye,  Hawk  Eye  oval  rlesign,  Torus  Device  and  Tungsten  Injected  arc  trademarks  of  Callaway  Got!  Company. 


www.callawoygelf.cem 


Pfizer 


NYSE:  PFE 


In  any  business,  innovation  and  speed 

to  market  are  critical.  Big  pharmaceuti- 
cal companies  rely  on  alliances  with 
clinical  labs,  biotech  firms  and  even 
competitors  to  keep  them  on  the  lead- 
ing edge  of  their  markets. 

In  a  recent  survey  of  184  industry 
executives  performed  by  Pricewater- 
houseCoopers,  Pfizer  was  named  most- 
desirable  partner  in  all  three  measured 
categories:  research  discovery,  clinical 
development  and  comarketing/copro- 
motion.  Such  Pfizer  blockbuster  drugs 
as  Celebrex  were  created  via 
strategic  alliances. 

Smaller  firms  want  to 
team  up  with  Pfizer  in  large 

RUNNER  UP 

Eli  Lilly 

Lilly  managers  go  through  intensive  training 
and  share  alliance  practices  via  an  intranet. 
Neutrality  is  key.  Says  Alliance  Chief  Nelson 
Sims,  "At  least  half  of  the  time  I'll  make  a  ruling 
on  behalf  of  the  smaller  company." 


www.pfizer.com 

part  because  of  its  marketing  power, 
including  its  knack  for  marrying  mar- 
keting and  drug  development.  "In 
Phase  II  trials  we're  already  thinking 
about  marketing  and  setting  that  up; 
how  to  maximize  [the  drug's]  poten- 
tial, whether  it's  through  different 
doses  or  another  application  entirely," 
says  Lisa  Ricciardi,  vice  president  of  li- 
censing and  development. 

Once  the  drug  is  approved,  Pfizer's 
army  of  8,000  well-trained  reps  are 
swarming  hospitals  and  doctors'  offices 
pushing  the  product. 

You  also  won't  find  the  "not  in- 
vented here  syndrome"  at  Pfizer. 
J.  Patrick  Kelly,  senior  vice  president  of 
worldwide  marketing,  says  all  employ- 
ees involved  are  rewarded  for  alliance 
successes,  not  just  the  stars  or  leaders. 
This  strengthens  relationships  in  the 
trenches.  Says  Kelly,  "We've  learned  that 
while  you  want  the  engagement  of 


Executive:  Henry  A.  McKinnell 
Key  alliance  officer:  I.  Patrick  Kelly 


Revenues:  $29.6  billion 
Market  cap:  $258.9  billion 
Alliances:  400  plus   


senior  management,  you  also  wa 
them  out  of  the  way.  You  want  to  mc 
the  alliances  into  a  smooth  operatioi 
mode  as  quickly  as  possible  and  let  c 
cisions  be  made  at  the  bottom." 

Partners,  beware.  If  Pfizer  fears  y 
may  switch  partners,  as  it  did  w: 
Warner-Lambert,  comarketer  of  cY 
lesterol  blocker  Lipitor,  it  might  dec; 
to  buy  you  out  entirely.  — Dolly  Sett 


Hearst 


Priva 


www.hearst.ci 


It's  not  that  Oprah  lacked  for  suitors. 

Publishers  Time  Warner,  Conde  Nast 
and  Essence  all  wanted  to  create  a  mag- 
azine for  her. 

No  doubt  Hearst  won  on  the 
strength  of  its  history  of  successful  part- 
nerships: among  them,  Marie  Claire, 
Smart  Money  and  the  Latin  American 
editions  of  Cosmopolitan. 

The  new  Hearst/Oprah  col- 
laboration may  well  have  been 
the  most  successful  joint-ven- 


ture launch  in  magazine  history.  Each 
issue  of  O,  The  Oprah  Magazine 
since  its  May/June  2000  inception 
las  sold  more  than  1  million  news- 
tand  copies.  Subscribers  number 
tearly  2  million  and  ad  pages  in  the  six 
issues  totaled  905. 
O's  success  is  not  unique.  The  fash- 
ion glossy  Marie  Claire  is  a  partnership 
between  Hearst  and  French  firm  Marie 
Claire  Album.  Only  six  years  old,  it  is  the 
bestselling  fashion  title  on  U.S.  news- 
stands, topping  Vogue  and  Glamour. 

Hearst  has  been  partnering  abroad 
for  decades,  expanding  through  102 
joint  ventures  and  licensing  agreements 
in  43  countries.  Cosmopolitan  alone  has 
43  international  editions. 

The  secret,  says  George  Green,  presi- 
dent and  chief  executive  of  Hearst  Mag- 
azines International,  is  knowing  where  to 
draw  the  line  in  advising  the  partner.  "It 
is  important  not  to  assume  we  do  it  best 


Chief  Executive:  Frank  A.  Bennack  Jr. 
Key  alliance  officer:  George  }.  Green 


Revenues:  $2.74  billion  (est.) 
Market  cap:  not  applicable 
Alliances:  112 


and  dump  it  down,"  he  says.  "Find  c 
how  they  do  it  and  figure  how  to  m; 
the  venture  work.  Each  one  is  differer. 

Hearst  has  even  allied  with  archri 
Conde  Nast  to  create  the  Comag  Mark 
ing  Group,  designed  to  gain  leverage  w 
newsstand  distributors.  As  Cathleen  Bla 
president  of  Hearst  Magazines,  puts 
"One  day  you're  dealing  with  your  co 
petitors,  the  next  day  you're  doing  stra 
I  gic  alliances  with  them." — Missy  Sullv 

P..re.»  P,c.  RUNNER  0 

U.K. -based  publisher  Pearson's  allianci 
include  Vendomosti,  a  Russian-languai 
business  daily  published  with  Dow  Jone 
and  a  deal  with  Netlibrary  to  digitize  collei 
textbooks. 
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KYSAP.COM 


tu 


UVERFUL  PERSON! 


m  ELABORATE  AND  WORLDWIDE  SUPI 


1 


■ 


In  the  new,  new  economy  you're  only  as  good  as  your  ability  to  seamlessly  collaborate  with 
your  employees,  customers  and  partners.  Enter  mySAP.com  —  the  most  comprehensive 
e-business  platform  to  help  you  succeed  in  the  networked  economy.  From  role- 
based  enterprise  portals  and  Customer  Relationship  Management  to  Supply  Chain 
Management  and  mobile  business  solutions,  mySAP.com  provides  every  solution  and 
service  you  need  to  collaborate  and  succeed  in  the  new,  new  economy.  To  learn  more, 
call  800  872  1727  or  type  in  www.sap.com 


THE  BEST-RUN  E-BUSINESSES  RUN  SAP 


Lee  Properties 


NYSE;E 


Strategic  alliances  have  never  been 

popular  among  the  "buy  and  build" 
crowd  dominating  the  real  estate  busi- 
ness. Equity  Office  Properties  is  differ- 
ent. It  is  using  partnerships  to  offer  ser- 
vices that  will  get  it  closer  to  its  tenants. 

"The  old  model  for  land- 
lords was  to  see  your  clients 
when  they  turned  in  their  rent 
checks  and  when  thev  termi- 


nated their  leases,"  says  David  Helfand, 
Equity  Office's  executive  vice  president 
of  new  business.  Now,  through  joint 
marketing  with  partners,  EOP  offers  ten- 
ants telecom  services,  full-service  busi- 
ness suites — including  mailrooms  and 
copy  centers — furniture,  health  clubs 
and  book  fairs  set  up  in  building  lob- 
bies. EOP  uses  partners  to  educate  its 
property  managers  on  information, 
outsourcing  and  broadband,  in  case  ten- 
ants ask  for  advice. 

"We  can't  build  those  services  our- 
selves," Helfand  said.  "We  have  to  focus 
on  what  we  do  best  and  find  partners 
who  can  offer  the  best  of  what  they  do." 
In  2000  EOP's  alliance- related  services 

RUNNER  UP 

Jones  Lang  Lasalle 

In  March  2000  the  global  real  estate  and  invest- 
ment adviser  partnered  with  two  U.S.  competi- 
tors in  the  property-services  field  to  create  Oc- 
tane, a  consortium  aimed  at  investing  in  real 
estate-related  technology. 


www.equityoffice.c 

Chief  Executive:  Timothy  H.  Callahan 
Key  alliance  officer:  David  A.  Helfand 
Revenues:  $2.3  billion 
Market  cap:  S8.3  billion 
Alliances:  15 


generated  S26  million,  up  from  S8 
lion  the  year  before.  A  drop  in 
bucket,  but  there's  value  in  burnisr 
the  brand  through  extra  services. 

EOP  has  formed  15  partnership 
less  than  three  years.  They  range  ft 
vending  machines  (through  Coca-C 
to  IT  outsourcing  services  (Santa  CI 
Calif.-based  CenterBeam).  The  ol 
REIT  is  working  with  competitors  in  F 
ect  Constellation,  a  consortium  of  m 
-  real  estate  companies  jointly  investin 
Web-based  ventures  for  e-commerce 
broadband.  The  consortium  has  inve 
S25  million  in  FacilityPro,  an  electn 
B2B  marketplace  for  commercial  pi 
erty  owners.  — {Catherine  B 


Starbucks 


Nasdaq:  SE 


www. Starbucks 


How  do  you  sustain  high  margins 

when  you  serve  a  commodity  as  com- 
mon as  coffee?  Great  branding  and  in- 
novative strategic  alliances.  Take  Star- 
bucks' foray  into  ice  cream.  In  June 
1995  Dreyer's  Ice  Cream  proposed  a 
deal  with  the  Seattle  coffee  company  to, 
as  Tyler  Johnston,  Dreyer's  vice  presi- 
dent of  marketing,  puts  it,  "own 
the  coffee  ice  cream  category." 

Starbucks  approved  the  50- 
50  venture  in  August,  and  eight 
months  later  a  five-flavor  line 
hit  the  market. 

"Starbucks  uses  alliances  I 
to  get  into  businesses  that  I 
make  sense  for  it,  but  have  -1 
high  cost  of  entry,  like  manu-  I 
facturing  and  distribution,"  j 
jsi  says  Bear  Stearns  an- 
alyst  Charles  Wise- 
man. It  has  attracted 
partners  like  Kraft 


Foods,  which  packages  its  coffee  and 
helps  it  get  prime  grocery  shelf  space. 

Starbucks'  50-50  venture  with  Pepsi 
created  the  leading  bottled  coffee  drink, 
Frappuccino.  Its  joint  venture  with 
Tokyo-based  restaurateur  Sazaby  ac- 
counts for  200  cafes  in  Japan.  Last  year 
earnings  from  such  alliances  grew  to  S20 
million  from  $3  million  in  1999. 

Unlike  other  chains  like 
Boston  Market,  which  withered  as 
its  concept  became  stale,  Star- 
bucks' smart  alliances  help  it  to 
follow  its  customers.  Starbucks 
can  be  found  in  Marriott's  air- 
port hotels,  Albertson's  super- 
markets, Barnes  &  Noble  book- 
stores and  on  college  campuses. 

With  innovation,  there  are 
bound  to  be  flops.  Before  Frap- 
puccino, the  Pepsi  alliance  pro- 
duced Mazagran,  a  carbonated 
coffee  drink  that  made  cus- 


Chlef  Executive:  Orin  C.  Smith 
Key  alliance  officer:  Hank  Suerth 
Revenues:  S2.2  billion 


Market  cap:  $7.4  billion 
Alliances:  50  plus 


tomers  wince.  In  2000  Starbucks 
S59  million  on  Web  ventures,  inclu« 
Kozmo.com.  There  was  also  Joe,  a 
tentious  coffee-themed  literary  m 
zine  produced  with  Time  Warner. 

Perhaps  figuring  that  its  custor 
want  more  choice  in  what  they  i 
while  sipping  coffee,  Starbucks  rece 
teamed  with  Microsoft  and  Mobile 
to  install  wireless  networks  for  V 
surfing  in  its  cafes.  — Missy  Sull 

McDonald', 

Any  franchiser  knows  about  partnering.  M< 
aid's  has  used  local  partners  to  expand  glofc 
is  now  in  more  than  120  countries.  A  Swiss 
ner  is  developing  a  Golden  Arches  Hotel.  C: 
an  Egg  McMuffin  with  that  wake-up  call? 
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experiential  marketing 


(ik  sper'e  ent  shal)  n. 

O  A  non-traditional  marketing 
approach  that  differentiates  and 
demonstrates  products  in  ways  that 
traditional  advertising  cannot. 

©  Cuts  through  media  clutter 
by  delivering  messages  to 
targeted  audiences. 

©  Offers  face-to-face  quality  time 
with  consumers  in  captive, 
non-threatening  environments. 

©  Forges  an  emotional  and 
memorable  association  between 
brands  and  targeted-prospects 
where  they  work  and  play. 


Blockbuster  demonstrated  new  game 

software  via  seven  mobile  display  units  dispersed 
nationally  to  reach  teens  and  increase  game 
rentals  at  Blockbuster  locations. 


Mercedes  Benz  generat.ed  over  25,000  qualified  leads  by 
placing  their  M-Class  concept  vehicle  at  major  U.S.  events,  effectively 
pre-selling  the  vehicle  before  it  reached  dealer  showrooms. 


Novell  trained  their  key  U.S.  consulting  partners  on  technological 


advancements  to  their  Net  services  software  via  a  53-foot  mobile 


classroom. 


Consulting;.  ^ 


For  more  informati 
Yvon  Russell,  President  at  1-890-652 
www.aspenmg.com/e 


XPERIEN 


WFJ, 


Oxygen  Media  employed  a  grassroots  mall 
and  mobile  program  to  showcase  the  new  cable  network's 
programming  and  to  gather  feedback  from  women  during 
the  10-month  national  tour. 


experience 


>On  deployed  their  "Drive  to  3G"  mobile  display  to 
merging  mobile  internet  and  wireless  network  solutions. 
IG"  features  a  live  wireless  network  and  hands-on 
srnet  demonstrations  and  devices. 


stt-Packard's  sales  force  utilized  two  mobile 
3  present  and  demonstrate  their  full  product  line  to 
ects  throughout  the  U.S. 


For  13  years,  Aspen  Events  has 
created  and  administered  powerful 
brand  experiences  for  Fortune  10Q 
companies -demonstrating  and 
differentiating  their  products  to 
targeted  audiences  at  corporate 
headquarters,  office  parks,  malls, 
tradeshows,  zoos,  airports  and 
major  sporting  and  cultural  events 
throughout  the  U.S.  Whether  it's  one 
site  at  a  time  or  100  different 
locations  at  once,  Aspen  Events  can 
put  the  "Power  of  Experience"  to 
work  for  your  brand. 


EVENTS 


Amazon.co 


Online  superstore  Amazon.com  has 

lost  more  than  $1  billion,  piled  on  $2 
billion  in  debt  and  wiped  out  $15  bil- 
lion in  market  capitalization  in  the  past 
year.  So  why  on  Earth  would  any  com- 
pany want  to  partner  with  them? 

Because  unlike  most  other  retailers, 
Amazon.com  knows  how  to  sell  mer- 
chandise over  the  Web.  Last  year  it  sold 
$1.7  billion  in  books,  music,  DVDs  and 
videos.  Amazon  has  30  million  cus- 
tomers in  160  countries  and  is  one  of 
the  most  recognized  brand  names  in 
the  world. 

For  a  long  time  traditional  retailers 
viewed  Amazon  as  a  Web  juggernaut 
that,  according  to  Wall  Street  analysts, 
was  going  to  put  them  out  of  business. 
Reality  check:  Think  of  Amazon  as  a 

fivT^REiTICi  reacty  an^  wiling  alliance  part- 
ner that  can  fulfill  an  impor- 
tant distribution  channel. 
That's  exactly  what  Bor- 


Nasdaq:  AP 


www.amazon 


Chief  Executive:  Jeffrey  P.  Bezos 
Key  alliance  officer:  Mark  I.  Britto 
Revenues:  S2.8  billion 
Market  cap:  $5.8  billion 
Alliances:  14  plus 


Mark  J.  Britto  0 


ders  and  Toys  "R"  Us  are  doing.  Both 
retailers  failed  miserably  building  their 
own  sites.  Now  they  concentrate  on 
their  core  businesses  (books  and  toys, 
respectively),  and  let  Amazon  hawk 
their  wares  and  fulfill  orders  online. 
These  are  classic  partnerships,  leverag- 
ing the  strengths  of  each  company. 

Sales  at  the  Toysrus.com  site  in- 
creased more  than  threefold  in  2000 
to  $180  million,  with  $140  million  in 


sales  occurring  in  the  fourth  qm 
Amazon.com  recorded  $167  millic 
service  revenues — not  only  from  '1 
rus.com,  but  also  from  partners 
Ashford.com,  Drugstore.com  and 
dible.com.  Says  Mark  J.  Britto,  /> 
zon's  36-year-old  alliance  chief,  " 
ing  a  system  that  is  scalable 
volume-tested  is  a  very  difficult  t 
to  replicate.  That  is  the  power  oi 
platform."  — Nicole  Rid; 


RUNNER 

Target 

Target  has  distinguished  itself  from  the 
count-retail  pack  by  inking  more  than  20 
chandising  alliances  with  companies  like  E 
Bauer.  Target  recently  teamed  with  E-Trac 
offer  in-store  financial  services. 


n  Associates 


In 


www.daymon 


Most  people  outside  of  the  $473 

billion  grocery  business  have  never 
heard  of  Daymon  Associates.  However, 
most  of  us  have  purchased  private-label 
products — things  like  Private  Selection 
extra  virgin  olive  oil  or  Master  Choice 

f^J^NETICl  ^ipn  mustaral-  Today  so-called 
store  brands  account  for  one 
out  of  every  five  items  soid  in 
supermarkets     and  drug- 


stores— nearly  $50  billion  worth  of 
goods  a  year.  Stamford,  Conn. -based 
Daymon  Associates  is  the  nation's  lead- 
ing food  broker  focused  on  this  area.  Its 
evangelism  in  promoting  store-brand 
products  over  the  past  30  years  is  a  big 
reason  it  is  gaining  share. 

Alliances  are  Daymon's  lifeblood.  As 
an  "in-house"  food  broker  Daymon 
represents  and  earns  fees  from  food 
processors  like  Aqua  Vie  Beverage.  How- 
ever, its  deepest  partnerships  are  with 
the  chains,  where  it  actually  dedicates 
full-time  reps  to  work  alongside  grocery 
staffers  to  manage  and  promote  the 
store's  private-label  offerings. 

The  list  of  grocers  that  have  teamed 
up  with  Daymon  include  more  than  70 
in  the  U.S.,  like  Harris-Teeter,  Wegmans, 
Sysco  and  Kroger.  Overseas  partners  in 
16  countries  include  Japan's  Seiyu  Ltd., 
New  Zealand's  Dairy  Farm  and  Israel's 
Super  Sol. 


Chief  Executive:  Peter  Brennan 
Key  alliance  officer:  Peter  Brennan 
Revenues:  $250  million  (est.) 
Market  cap:  not  applicable 
Alliances:  1 15  plus 


The  grocers  love  Daymon  bee 
they  earn  higher  margins  on  pri 
label  goods.  Daymon  also  har 
product  design,  merchandising  an 
gistics.  Partners  are  connected 
Web-based  intranet.  Says  Daymon 
ident  Peter  Brennan,"It  became  poj 
to  define  almost  anything  as  a  stra 
alliance  in  the  age  of  e-business.  Bi 
have  been  developing  relationship 
30  years."  — Lea  Golc 

s.,.^.  RUNNER 

This  Eden  Prairie,  Minn.-based  food  distrik 
and  retailer  allied  with  K-oger  to  operate  n 
its  warehouses  and  helped  launch  UCCne 
online  hub  enabling  members  of  the  su 
chain  to  share  product  information. 
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Automotive 

Acura 

1-800-TO-ACURA 
www.acura.com 

American  Honda  Motor 
Company 

1  -800-33-HONDA 
www.honda.com 

Lincoln  Navigator  (2001) 

1-800-688-8898 
www.lincolnvehicles.com 

Business  to  Business 

1 .  Sharp  Electronics  Corp. 

1  -877-78-connect 
www.sharp-usa.com 

2.  Visteon 

www.visteon.com 

Consumer  Products/Services 

3.  Callaway  Golf 

1-800-228-2767 
www.callawaygolf.com 

4.  Lexus 

1-800-USA-LEXUS 
www.lexus.com 

Financial  Services 

5.  Janus  Investment  Fund 

1-800-525-8983 
www.janus.com 

6.  TIAA-CREF 

www.tiaa-cref.rog 

Hotels 

7.  Beverly  Hills  Convention  & 
Visitors  Bureau 

1-800-345-2210 
www.visitbh.com 


9.  Xirtrix  Gaming  Technologies 

1  -888-999-4496 

10.  Delaware  Business  Inc. 

www.e-incorporate.com 
1-800-423-2993 

11.  Equilio 

1-800-203-8119 
www.equilio.com 

12.  Publishers  Guild 

1-800-675-6144 

Steven  Sears  CPA/Attorney 

1-714-544-0622 
www.searsatty.com 

13.  Brana  Fine  Art-Salvador  Dali 
Gallery 

1-800-275-3254 
www.daligallery.com 

14.  Out  of  the  Closet  Thrift 
Stores 

www.outoftheclosetinc.com 

15.  Capital  Asset  Management 

www.assetprotection.com 
1-800-710-0002 

16.  Worldwide  Angels 

www.worldwideangels.com 

17.  Karakorum  Racing  Team 

1-800-745-9701 
www.krtol.com 

18.  Worldwide  Business 
Consultants  ^ 

1-800-733-2191 

19.  The  Loan  Consultants  Inc. 

1  -800-336-3933 

20.  Blue  Ribbon  Finance 

www.  increasecashflow.com 

21 .  Signature  Combs 

1-800-822-6145 


Business  Classified 

8.  Bighitters,  Inc. 

www.sports-casino-betting.com 


Issue  Date:  May  21,  2001. 
Offer  Expires:  August  21 ,  2001 
J  =Web  visit  phone  call  only. 
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Type  of  Firm:  (check  one) 

□  Advertising/Marketing/PR 

□  Banking 

□  Engineering/Construction 

□  Government 

□  Manufacturing 

□  Primary/Public  Utilities 

□  Publishing/Printing/Broadcasting 


□  Software/Computer  Services 

□  Telecommunication  Services 

□  Travel/Tourism/Leisure  Services 

□  Wholesale/  Retail/lmport/Export 

□  Other  Business  Services 

□  Other  Financial  Services 


NYSE:  I 


www.cormng 


When  glassmaker  Corning  invented 

optical  fiber  in  the  early  1970s,  it  didn't 
quite  know  how  to  market  it.  Plenty  of 
people  wanted  its  Corningware  dishes, 
but  not  many  thought  about  bundling 
optical  fiber  into  cables. 

So  Corning  hooked  up  with  Ger- 
man electronics  giant  Siemens,  and  the 
two  companies  formed  Siecor,  a  50-50 
joint  venture.  Siemens,  a  global  leader 
in  telecom  cables,  wanted  a  bigger 
share  of  the  U.S.  market.  The  partner- 
ship developed  fiber-optic  cables 
and  endured  for  almost  23 
years  until  last  year,  when 
Corning  bought  out  Siemens' 
share.  If  not  for  that  alliance, 
Corning  wouldn't  be  smack  in 
the  center  of  the  hot  telecom 
infrastructure  sector. 

Among  U.S.  com- 
panies Corning  is  a  pio- 
neer in  forming  big,  prop 


itable  strategic  alliances.  Successes  in- 
clude Owens-Corning  Fiberglass  and 
Dow  Corning. 

Unfortunately,  both  of  these  joindy 
owned  companies  were  ultimately 
forced  into  bankruptcy  because  of  liabil- 
ity lawsuits  (asbestos  and  silicone  breast 
implants).  Corning  has  survived  and  is 
still  a  major  owner  of  both  companies. 

Not  all  of  Coming's  partnerships 
create  multibillion-dollar  operations.  It 
is  currently  sharing  its  expertise  in 
optics  and  photonics  with 
Cisco  to  build  Internet-scale 
optical  networks  so  that 
cable  and  DSL  providers 
can  install  optical  in- 
frastructures faster 
and  cheaper. 

Last  year  Corning 
launched  a  $50  million 
fund  to  gain  access  to  new 
technologies.  Corning  buys  small 


Chief  Executive:  John  Loose 
Key  alliance  officer:  James  Flaws 


Revenues:  $7.3  billion 
Market  cap:  $21.3  billion 
Alliances:  20 


stakes  in  startups  and  acts  as  an  inc 
tor,  bringing  technical  know-how 
market  access.  More  than  15%  c 
profits  come  from  such  partnershi 
One  thing  that  Corning  insists  i 
forming  alliances  is  making  sure 
newly  formed  entities  don't  com 
with  either  partner.  It  also  prefers 
where  both  parties  make  equal  co 
butions  of  skill  and  knowledge. 

— Christopher  H& 

RUNNER 

NTT  DoCoMo 

NTT  DoCoMo  has  forged  alliances  with  f 
like  AT&T  Wireless,  AOL,  KG  Telecommur 
tions  in  Asia  and  Tele-Sudeste  Celular  Pa 
pacoes  in  Brazil.  If  its  3G  wireless  service  is 
in  Japan,  partners  will  make  it  a  hit  worldv 


Ryder  System 


NYSE:  R 


If  you  walk  into  Delphi  Automotive 

Systems,  you'll  see  Delphi  trucks,  em- 
ployees wearing  Delphi  uniforms  and  ex- 
ecutives who  know  how  sales  are  doing. 
What  is  not  apparent  is  the  fact  that  most 
of  these  employees  aren't  from  Delphi. 
They  are  from  Ryder  System.  "We've  be- 
come amalgamated,"  says  Gregory  T. 
Swienton,  Ryder's  chief  executive. 

Ryder's  ability  to  blend  into  its  part- 
ners' businesses  has  given  it  an  edge  over 
UPS  or  FedEx  when  it  comes  to  partner- 
ing in  the  logistics  business.  Its  employees 
are  also  knowledgeable  across 
many  industries. 

Delphi  has  come  a  long  way 
in  controlling  the  flow  of  its 


FedEx 

In  a  historic  partnership  FedEx  signed  on  to  a 
seven-year  alliance  to  deliver  Express  Mail, 
Priority  Mail  and  som ?  first-class  mail  for  the 
U.S.  Postal  Service.  F  oects  the  alliance 
to  bring  in  $7  billion  ii  revenue. 


www.ryder.com 

products  since  Ryder  first  began  work- 
ing with  the  company  in  the  1980s.  Del- 
phi distributes  about  7.5  million  batter- 
ies a  year,  but  because  of  input  from 
Ryder  it  now  does  so  from  five  ware- 
houses instead  of  55. 

Those  kinds  of  results  also  turned 
Ryder  into  the  ideal  partner  for  Toyota 
Tsusho  America,  a  Toyota  group  com- 
pany that  provides  iron,  steel  and  tex- 
tiles to  automobile  companies.  In  No- 
vember the  two  companies  formed  a 
joint  venture,  TTR  Logistics.  Toyota 
Tsusho  provides  the  materials,  and 
Ryder  manages  the  flow  and  warehous- 
ing of  other  things  like  plastics,  wires, 
and  doorknobs.  Ryder  expects  the  ven- 
ture to  generate  $22  million  in  revenue 
this  year  and  hundreds  of  millions  of 
dollars  in  the  future. 

Alliances  at  Ryder  are  formed  from 
division  to  division,  and  partners  can 
use  Ryder's  Web  site  to  place  orders, 


Chief  Executive:  Gregory  T.  Swientor 
Key  alliance  officer:  Gene  Tvndall 
Revenues:  $5.3  billion 
Market  cap:  $1.2  billion 
Alliances:  110 


track  deliveries  and  monitor  inver 
fluctuations  in  real  time. 

The  biggest  downside  to  Ry« 
partnership  strategy  is  that  it  has 
most  of  its  consumer  brand  aware 
Those  yellow  Ryder  trucks  you  se 
now  owned  by  the  parent  compai 
Budget  Rent-a-Car.  — Ann  h 
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Think  big.  Move  fast. 


PROJECT:  PONCA  CITY 


DEVELOPMENT  OF  BREAKTHROUGH  CARBON  FIBER  TECHNOLOGY 


sine 

LIGHTER 

|  A  great  idea  can  come  from  anywhere.  In  this  case,  it  came  from  Ponca  City,  Oklahoma. 


You  see,  that's  where  Conoco  made  its  breakthrough  in  carbon  fiber  technology.  Imagine 


tMJNHED 

^^H^H  a  ,utLire  m  which  electronic  devices  are  smaller,  lighter  and  stronger.  Where  cars  are 


lighter,  safer  and  consume  less  fuel.  Where  building  materials  have  the  same  strength 
and  durability  as  steel  but  with  one-third  the  thickness  and  weight.  Thanks  to  Conoco's 
carbon  fiber,  engineers  can  not  only  imagine  these  innovations,  they  could  one  day  make 
them  reality.  To  find  out  more  about  the  latest  breakthrough  from  Conoco,  log  on  to 
conoco.com.  Or,  even  better,  swing  by  Ponca  City.  We'll  save  some  cake  for  you. 


To  find  out  more,  log  on  to  www.conoco.com 
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If  you  own.  or  are  considering  the  pun  hose 
of  a  Salvador  Dali  print.... 
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equipment  leases  •  Factoring  •  Business 
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Ex-lawyer  needs  associates  to  offer 
unique  financial  services  to  make 
clients  lawsuit-proof.  All  the  local 
appointments  you  can  handle. 
State-of-the-art  marketing  tools. 
Huge  demand.  Extremely  high 
income  with  lifetime  residuals  in 

multi-billion  dollar  market. 
Candidates  must  be  bondable, 
have  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 


THORO-BREDS 


AQUEDUCT/BELMONT/SARATOGA 

Partnerships  from  $5,500 
Karakorum  Racing  Team 
1-800-745-9701 

www.krtol.com 


WHY  DIDN'T  I  THINK  OF  THAT 


That's  the  response  we  hear  after  \vc 
explain  our  unique  and  exciting 
opportunity.  If  you're  looking  for  a 
simple  business  with  HIGH  1NCOMF 
POTENTIAL  and  absolutely  no 
duwnside,  let's  talk.  Investment 
required. 


Call  1-800-675-6144 
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...Guaranteed! 


Finally,  there  is  a  quick,  safe  and  nat- 
ural approach  to  snoring  and  getting 
a  great  night's  sleep.  OSnore's™ 
fast-acting,    all-natural  formula 
instantly  moistens  the  membranes 
of  the  soft  palette  to  allow  free  and 
easy  breathing  that  lasts.  Clinical 
studies  boast  an  84% 
proven  success  rate.  Fast 
and  effective,  D  -  Snore™ 
actually  works  the  very  first 
night.  30  day  money  back* 
guarantee  or  send  back  for* 
a  full  product  refund.  Join 
our  over  300,000  cus- 
tomers! Call  now  and 
ask  how  you  can 
get  a  30  day  supply  5uT 
ofD-Snore  Free! 


'lie put  DSnore  to  tlie  test. . . " 

'We got flooded  witJt  calls  nii/i  volunteers*." 

'If you  have  a  snoring pwblem^.gh'e  DSnore  a  try* 

It  works! " 

-KATV-7  ABC  News,  Little  Rock,  Arkansas 


Fast  Service  Call  Toll  Free... 

1-888-922-1921 

■    24  hours  a  day  ~  7  days  a  week 
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Alliance  Resources 


BY  JENNIFER  MCCULLAM 

AllianceStrategy.com 

www.alliancestrategy.com 

Though  basically  a  multimedia  resume 
for  Brandeis  professor  Ben  Gomes- 
Casseres,  this  site  offers  in-depth  analy- 
ses of  alliance  strategies.  Resources  in- 
clude published  articles,  conference 
presentations  and  case  studies. 

►  Best:  Video  lectures  with  slides. 

►  Worst:  Some  articles  will  cost  you;  case 
studies  are  $6.50  each. 

Association  of  Strategic 
Alliance  Professionals 

www.strategic-alliances.org 

Focuses  on  improving  partnering  skills. 
With  membership  fees  ranging  from 
$495  to  $7,500,  your  company  receives 
discounts  on  conferences,  training 
workshops  and  an  Online  Resource  Li- 
brary. A  Resource  section  reserved  for 
members  includes  three  volumes  on 
best  practices  plus  articles  on  alliances. 

►  Best:  Presentations  culled  from 
sponsored  events  around  the  country. 
►Worst:  You  can't  register  online. 

FindLaw  Tech  Deals 

http://techdeals.lp.findlaw.com 

Offers  contracts,  memos  and  patents  re- 
lating to  almost  100  alliances.  Click  on 
Joint  Ventures  and  Alliances  to  find  a 
list  of  the  most  recent  agreements,  in- 
cluding licensing  and  distribution 
agreements. 

►  Best:  Memos,  like  one  by  Michael 
Eisner,  provide  an  inside  glimpse  into 
strategic  decisions. 

►  Worst:  Oniy  one  partner's  name  is  listed 
in  the  directory  of  agreements. 

KPMG  Alliances  Home  Page 

www.kpmg.ni/ailiances 

This  Dutch  organization  offers  integra- 
tion management  for  your  business,  as 


well  as  the  basics  on  the  benefits  of  al- 
liances. Some  articles  are  free,  others 
sell  for  between  $60  and  $100  each. 
They  provide  helpful  insights  into  im- 
plementing and  maintaining  alliances 
internationally. 

►  Best:  Alliance  Capability  Test.  Answer 
questions  to  evaluate  whether  your 
company  is  alliance-ready. 

►  Worst:  Some  stale  information:  white 
papers  for  members  are  two  years  old. 
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ReCapIT 

www.recapit.com 

Sister  site  to  Recap.com,  devoted  to 
information  technology  alliances. 
Features  links  to  alliance  deals,  SEC  fil- 
ings and  valuations.  Some  info  will 
cost  you:  full  valuations  start  at  $100. 
Companies  section  lists  contact  in- 
formation for  key  alliance  officers. 

►  Best:  Hundreds  of  tech  firms  to  troll. 
►Worst:  Search  engine  results  come  back 
in  no  apparent  order. 

Recombinant  Capital 

www.recap.com 

Documents  alliance  patterns  of  the 
biotech  industry.  An  easily  searchable 
Biotech  Alliance  Database  archives  SEC 
filings  and  other  information  on  more 
than  7,900  alliances  since  1978.  You  can 
also  search  a  clinical  trials  database  or 
browse  a  list  of  deals  and  contract 
analyses  from  the  past  three  months. 

►  Best:  Good  information  on  hard-to-find 
private  biotech  companies'  alliances. 

►  Worst:  Backgrounders  Search  are 
merely  links  to  company  Web  sites. 


Siebel  EChannel 

www.siebel.com/echannel 

Provides  Web-based  tools  for  cc 
rating  and  managing  partnt 
through  every  step  in  the  life  cycL 
alliance.  It  tracks  alliance  pron 
what's  been  approved,  agreed  f 
goals  and  milestones  met  and 
Software  is  customizable  to  fit  the 
of  each  organization. 
►  Best:  Assignment  Manager  trac 
manages  leads,  automatically  gen 
e-mail,  pages  and  faxes  to  partners. 
►Worst:  Price  tags  run  $IOO,000-pl 
depending  on  your  setup. 


Smart  Alliances 

www.smartalliances.com 

Get  past  Booz,  Allen's  self-pror 
and  you'll  find  helpful  present; 
charts  and  analyses.  Download  1 
lianced  Enterprise:  Breakout  Str 
for  the  New  Millennium  for  fac 
ures  and  analysis.  Also,  a  comprel 
links  page. 

►  Best:  Archived  articles  on  allianc 
date  back  to  1996  provide  perspecti\ 

►  Worst:  To  get  presentations  in  F 
mat,  you  have  to  submit  contact  infoi 


n$9>    .  alliances. c 


Strategic  Alliances 

What's  Ne 


Warren  Co. 

www.warrenco.com 

Although  this  site's  primary  pur 
to  sell  consulting  services,  the  pr 
tions  and  white  papers  make  it 
while.  The  Basics  of  Alliance  Ai 
ture  includes  charts  that  expl; 
alliance  process  and  outline  pitfc 

►  Best:  The  slide  shows. 

►  Worst:  Too  much  hawking. 
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Your  idea  will  never  fly 


You  haven't  thought  it  through 
It  doesn't  have  legs  It  lacks  insight 
There's  no  market  It  won't  resonate 
It  just  might  work 


Never  settle 


WHICH  IS  WHY 

we  just  call  it 
BLACK  ROCKET! 


Don't  let  the  catchy  name  fool  you. 
Genuity's  Black  Rocket"  is  a  revolu- 
tionary eBusiness  Network  Platform 
that  combines  critical  network 
services  with  our  own  high-speed, 
Tier  1 ,  fiber-optic  global 
network  into  a  single, 
secure,  scalable  founda- 
tion on  which  to  run  your 
applications.  It  integrates 
Managed  Hosting,  Access, 
Transport  and  Security  in  one 
ready-to-launch  package. 
Reducing  the  complexity, 
time  and  cost  of  building 
and  deploying  your  eBusiness. 

But  if  you  checked  out  the 
schematic  to  the  left,  you  already 
know  that. 

Genuity's  Black  Rockei"  also 
gives  you  single-source  accounta- 
bility. Once  your  eBusiness  is  up 
and  running,  Black  Rocket  provides 
a  secure,  managed  and  resilient 


Black  Rocket" 
is  Genuity's 
eBusiness 
Network  Platform. 


environment  with  24/7  technical 
support  and  proactive  monitoring 
in  Genuity's  state-of-the-art  Network 
Operations  Center.  All  backed  by  a 
comprehensive  Service  Level  Agree- 
ment assuring  uptime. 

Of  course,  there  are 
some  things  you  can't  see 
in  a  schematic.  Like  our 
"Rocket  Engineers"  who 
can  provide  a  strategic 
plan  for  launching  your 
eBusiness  initiatives,  so 
that  your  project  runs 
smoothly  from  the  start. 
And  by  partnering  with  industry 
powerhouses  for  best-of-breed 
applications,  systems  integration 
and  technologies,  Genuity"'' can 
deliver  turnkey  managed  solutions 
to  meet  your  needs. 

Put  this  kind  of  thinking  to  work 
on  your  eBusiness.  Visit  genuity.com/ 
blackrocket  or  call  1-800-GENUITY. 


A  BRIEF 
HISTOR  Y 


In  1969,  BBN 
was  hired  by  the  U.S. 

government  to 
develop  the  ARPAnet, 

the  forerunner 

of  the  Internet. 


GTE 


In  1 997,  BBN  was 
acquired  by  GTE,  the 
company  that  created 
our  high-speed, 
17,500-mile,  Tier  1, 
fiber-optic  network. 

GENU  TY 

In  2000,  GTE 
Internetworking  became 
an  independent 
company,  renaming 
itself  Genuity. 
Today,  we  offer  a  vast 
array  of  managed 
Internet  services, 
including  Black  Rocket. 


GENU  TY 


Start  today  and  have 

global  CRM 

in  90  days 


Time  is  monen 

Everything  you  neecj 
Everywhere  you  operau 
In  just  90  days 


SOFTWARE  POWERS  THE  INTERNET 


For  important  details,  conditions  and  limitations  visit  www.oracle.com/CRMin90 


Copy  ight  ©2001  Oracle  Corporation  All  rights  reserved  Oracle  is  a  registered  trademark,  and  Software  Powers  the  Internet  is  a  trademark  or  registered  trademark  of  Oracle  Corporation.  Other  names  may  be  trademarks  of  their  respertw 
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JDEDWARDS 


BECOME 

ARCHITECT 

OF 

FREEDOM. 

The  writing's  on  the  wall.  Collaboration  is  the  key  to  profitability  in  the  New  Economy.  Enterprises  must 
share  information  and  processes  with  the  outside  world.  It's  time  to  harness  the  power  of  your  partners,  vendors, 
customers  and  employees  to  boost  efficiencies,  build  value  and  achieve  competitive  advantage.  But  to  truly 
collaborate,  you  need  freedom  of  choice  That's  what  we  offer  at  I  D.  Edwards.  We  provide  the  only  enterprise-wide 
foundation  that  gives  you  the  freedom  to  choose  the  best  solutions.  So  you  can  run  with  any  idea.  Connect  with 
any  business  partner  Plug  in  any  application  And  transform  enterprise  software  from  a  constraining  liability  into 
a  liberating  asset.  Isn't  freedom  amazing?  To  collaborate  and  thrive,  visit  www.jdedwards.com/freedom 

THE   FREEDOM  TO   CHOOSE.   THE   POWER   TO  SHARE'" 


rprise  software  from  Microsoft  lets  you  breathe 

The  need  to  keep  up 
change  is  real.  Unfortunately,  dealing  with  this  reality  by 
ng  from  scratch  comes  with  a  price.  Well,  maybe  what 
need  isn't  a  whole  new  system,  just  more  flexible 
rare.  The  Microsoft®  Windows®  2000  Server  family  and 
Dsoft  .NET  Enterprise  Servers  breathe  new  life  into 
:y  systems  by  making  it  possible  to  easily  integrate  with 
■  systems,  while  also  adding  improved  functionality  to 
thing  you  do.  So  as  your  business  grows  and  changes, 
systems  do  the  same— quickly  and  easily— all  the  while 
cting  your  existing  investments.  Now  that's  impressive, 
am  how  to  add  new  life  to  your  existing  technology,  visit 
>soft.com/business  Softwa 


Microsoft 
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Old  Dog,  New  Tricks  Sir  John 
Templeton  spent  decades  look- 
ing for  undervalued  stocks.  Last 
year  he  bet  against  inflated  techs. 

By  Victoria  Murphy 

Mommy  Track  Can't  afford  raises 
this  year?  Then  try  this  heart- 
rending trick  to  buck  up  morale. 

By  Joanne  Gordon 

Truck  Stop  The  big  three  put  all 
their  eggs  in  the  truck  business. 
They're  starting  to  drop. 

By  Robyn  Meredith 

Trojan  Washer  How  to  sell  Web- 
enabled  washers:  Don't  mention 
the  Web  part.  By  Silvia  Sansoni 

Agents  on  Strike  Coming  soon: 
More  Hollywood  labor  strife. 

By  Peter  Kafka 

60   Silicon  Lining  How  to  stop  wor- 
rying and  love  the  tech  crash. 

Long  Live  the  King  Fabrizio  Boc- 
cardi  is  either  Las  Vegas'  savior 
or  a  bad  bet.  By  RiShawn  Biddle 

Greater  Fuels  Don't  blame 
pipeline  operators  for  the  energy 

crisis.  By  Daniel  Fisher 

Prescription  for  Snooping  New 

medical  privacy  rules  will 
backfire.  By  Brigid  McMenamin 
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"I  am  very,  very 
aggressive.' 


Forbes/Milken  Institute 

Best  Places 


64   "The  Real  Gal"  Erin  Brockovich 
has  spent  a  lot  of  time 
crusading  for  the  little  guy — 
and  trying  to  line  the  pockets  of 
her  law  firm.  By  Michael  Fumento 

Companies,  People,  Ideas 

78   Recipe  for  Default  Did  Deloitte 
&  Touche  contribute  a  key 
ingredient  to  the  fast-food 
lending  fiasco?  By  Kelly  Barron 

92  The  Track  Less  Taken  Unlike  its 
bigger  brother,  Janus  Capital, 
shy  DST  Systems  is  doing  great. 
By  Nathan  Vardi 

94   Charticle  |  Pass/Fail 

More  high  school  students  drop 
out  than  educators  admit.  GEDs 
aren't  the  answer.  By  Peter  Brimelow 

96  Point  of  View  |  Africa  and 

Economics  By  Steve  H.  Hanke 

121   Ill-Serv'd  TruServ,  the  largest 
hardware  co-op  in  the  U.S.,  has 
burned  its  members — and  set 
fire  to  itself.  By  Mark  Tatge 

International 

98   Galician  Beauty  Spanish  clothier 
Zara  beats  the  competition  in 
efficiency — and  almost  every- 
thing else.  By  Richard  Heller 

100  Combine  Chemistry  In  a  world  of 
outsourcing,  Jiirgen  Strube  likes 
to  do  it  all  himself.  Should  he? 
By  Ghana  R.  Schoenberger 

Marketing 

155  Foggy  Bottom  Rainwear  is  finally 
hip.  Too  bad  London  Fog's 
image  is  all  wet.  By  Kelly  Barron 

156  Gospel  Truth  VeggieTales  are 
a  hit  among  preschoolers — 
and  parents,  who  may  not 
realize  their  kids  are  eating  up 
Bible  stories.  By  Kemp  Powers 
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158  Making  Crime  Pay  How  Dick 
Wolf  has  turned  Law  &  Order 
into  a  brand.  By  Mark  Lacter 
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160  Ice  Cream  Wars  Dreyer's  con- 
quered supermarket  freezers. 
Now  it's  going  after  the  corner 
store.  By  Rob  Wherry 

166  Anything  but  Child's  Play  Michael 
Wood's  LeapFrog  Enterprises 
has  turned  the  toy  business  into 
a  rigorous  exercise  in  product 
development.  By  Mary  Ellen  Egan 


Technology 

178  Hostess  With  the  Mostest 

Problems  Exodus  took  on  $3.5 
billion  in  debt  to  build  data 
centers  for  dot-coms.  Then  the 
dot-coms  started  dying.  Oops. 
By  Daniel  Lyons 

180  Caveat  Subscriber  Buy  some- 
thing online  and  get  more  than 
you  bargained  for:  a  different 
kind  of  spam.  By  Kiri  Blakeley 

186  Extreme  Exploration  Chroma 
Energy  is  ferreting  out  oil  and 
natural  gas  reserves  with  the 
kind  of  algorithms  that  mapped 
the  genome.  By  Lynn  Cook 

190  Digital  Tools  |  Electronic  Page- 
Turners  By  Stephen  Manes 

Money  &  Investing 

194  Lawyer  Take  All  Ever  wonder 
what  your  attorney  might  do 
with  your  estate  once  you're  not 
around?  By  Brigid  McMenamin 

198  Yield  Booster  Bond  star  Dave 
Baldt  doesn't  know  where  inter- 
est rates  are  going.  Prepayment 
rates  on  mobile  homes  are 
another  matter.  By  Brett  Nelson 


199  Junk  Survivors  Bond  defaults  are 
on  the  rise.  So  why  are  Ernest 
and  Bruce  Monrad  stocking  up? 

By  Victoria  Murphy 

202  Blue-Chip  Bargains  If  the  stock 
market  is  near  bottom  this  may 
be  the  time  to  buy  good  stocks 
cheap.  By  Brett  Helgren 

204  Streetwalker  BellSouth; 
Affiliated  Managers  Group; 
Jefferson-Pilot;  BJ's  Wholesale 
Club;  Kellogg. 

207  Markets  &  Forecasts 

210  The  Contrarian  |  Where  Is  the 

Bottom?  By  David  Dreman 
212  Stock  Trends  |  Confusion  Reigns 

By  Laszlo  Birinyi  Jr. 
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Burning  Questions,  Final  Answers  What's  the  highest  price  ever  paid 
for  a  domain  name?  Whatever  happened  to  cold  fusion?  All  this 
and  more,  we  answer.  Been  There,  Done  This  Now  that  we're  back  in 
a  down  cycle,  three  entrepreneurs  who  have  been  there  before  tell 
us  how  they  survived.  When  Money  Stops  Talking  How  a  good  ven- 
ture capital  firm  can  shepherd  a  company  through  tough  times. 
Smashmouth  P.R.  Meets  High  Tech  Slinging  mud  can't  be  confined 
to  the  Beltway.  Dissing,  D.C.  style,  has  found  a  home  at  Oracle. 
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213  Yes,  But  |  The  Great  Flood 

By  James  Grant 
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214  Taxol's  Next  Stand  Cancer 
researchers  are  honing  new 
chemotherapies  to  attack  tht 
toughest  tumors. 

By  Jonathan  Fahey 
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218  Family  Fun  |  Reef  Madness 

Should  you  teach  your  kids  tcl 
scuba  dive?  No.  By  Dyan  Mad\ 

220  Wine  I  Champagne  From 

Sandusky?  Offbeat  locations 
are  producing  good  vino. 

By  Joshua  Wesson 

222  Pursuits  |  Found  at  Sea  A  nevl 
book  and  National  Geograpl 
special  on  the  wreckage  of  Pel 
Harbor  are  the  latest  twists  irl 
canny  career  of  undersea  expl 
Robert  Ballard.  By  Susan  Adat  \ 
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By  Daniel  Fisher 
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DREAM  ON" 


I"  thin.  3.75-lb..  850  MHz1  super-fast,  super-slim 
notebook  megastar.  Centerfold  material,  yes. 
But,  smart  too.  Models  starting  at  $2 


J 


With  the  optional  wafer-thin  SlimDock™  docking  station,  the 
R505  becomes  an  all-in-one.  3-drive  notebook  in  seconds  with 
CD-RW/DVD  combo  and  floppy  drive.  This  is  true  love  after  all.  not 
some  high  school  crush.  SlimDock  station  starting  at  $3Q9 


luy  now  and  get  a  free  wireless  modem  from  GoAmerica* 

/hen  you  sign  a  2-year  contract  with  GoAmerica's  wireless  Internet  service. 


:  your  local  retailer  or  www.sony.com/vaio  today.  To  buy  now,  call  I-888-46I-VAIO. 

Sony  Electronics  Inc  All  rights  reserved.  Reproduction  in  whole  or  in  part  without  written  permission  is  prohibited  Prices,  specifications,  and  promotions  are  valid  only  in 
and  are  subject  to  change  without  notice.  Prices  and  promotions  do  not  include  applicable  sales  tax  or  shipping  and  handling  Retailer  price  may  vary  Sony.  VAIO.  the  VAIO 
e  Sony  logo.  SlimDock  and  Dream  On  are  trademarks  of  Sony  Microsoft  and  Windows  are  trademarks  of  Microsoft  Corporation  All  other  trademarks  are  a  trademark  of 
spective  owners.  MHz  denotes  microprocessor  internal  clock  speed,  other  factors  may  affect  application  performance.  'Offer  valid  with  the  purchase  of  an  eligible  Sony 
C  and  enrollment  in  GoAmerica's  wireless  Internet  service  plan.  Valid  I2/0I/0O7/3I/0I  and  in  the  U  S  only  Other  restrictions  apply .  wireless  coverage  not  available  everywhere 
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Detailed  quotes  and  financial 
information  for  thousands  of 
stocks  and  mutual  funds. 


News  Scans 

Our  editors  direct  you  to  the 
day's  most  important  stories 
and  the  Web's  most  useful  sites. 

Mobile  Edition 

Get  Synched!  Access 
Forbes. corn's  news  and  news- 
letters from  your 
PalmPilot,  Win- 
dows CE  device 
or  Sprint  PCS 
phone. 

Lifestyle 

Real  Estate 

Best  Properties.  Our  guided 
tour  of  the  most  exclusive 
homes  in  Paris  and  London. 


Vehicles 

Un-Hippie  Mobile.  Volks- 
wagen's new  Microbus  feels 
like  a  high-tech  minivan. 
Collecting 

The  Met's  Head  Fake.  Experts 
question  the  authenticity  of  a 
5th-century  Greek  bust. 


Sanford  Weill,  the  $785  million  boss. 


5.28.01 

Sandy  Weill  Is  Overpaid 

Dan  Ackman 

As  chief  executive  of  Citigroup,  Sanford  (Sandy)  Weill 
was  paid  $785  million  (total  compensation)  over  the  past 

five  years.  Quite  a 
paycheck.  In  context, 
it  looms  even  larger. 
Weill  took  home 
more  than  the  chief 
executives  of  Fleet- 
Boston, Wells  Fargo, 
Bear  Stearns  and 
Charles  Schwab- 
combined.  But  is 
Sandy  worth  it? 

Defenders  of  ex- 
ecutive pay  point  to 
superior  corporate  performance  as  justification  for  sky 
high  pay.  After  all,  aren't  these  execs  the  Michael  Jordans 
of  the  business  world? 

We  put  that  assumption  to  the  test.  We  compared  pay 
to  company  growth  as  measured  by  profits,  revenues  and 
stock  performance.  Warren  Buffett,  who  pays  himself 
modestly,  topped  our  list  as  the  best  value  boss.  Weill?  He 
came  in  262nd  out  of  278  top  executives,  as  measured  by 
our  composite  scoring  of  performance  versus  pay. 

Get  a  Job! 

Penelope  Patsuris 

It's  bad  out  there.  Unemployment  hit  4.5%  in  April,  the 
highest  level  since  October,  1998.  Since  the  beginning 
of  the  year  America's  largest  companies  have  handed 
out  nearly  400,000  pink  slips.  New  hires  are  being 
turned  away  at  the  door  by  companies  like  Cisco 
and  Intel. 

Check  out  our  Employment 
Survey  for  the  latest  from  the  job 
front— what  employers  are  doing, 
practical  tips  to  landing  a  new  gig 
and  our  guide  to  job  hunting  on 
the  Web. 
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BEST  PLACES  RANKING  ECONOMIC  HOI  SP 


Best  Places  in  America  I 

Interactively  explore  our  thi 
annual  guide.  Online  only: 
Rankings  for  94  smaller  me 
ros,  including  Santa  Fe,  N.N 
Pueblo,  Colo,  and  Dover,  Dc 

Best  Places  to  Be  Singh 

Forbes. corn's  exclusive  list 
the  best  metro  areas  for 
young  professionals. 


Forbes  Global 

A  deal  too  far 

A  botched  exit  from  Bernie 
Ecclestone's  Formula  One 
undoes  Morgan  Grenfell. 

Use  our 
people  tracker 
to  keep  up  with 
billionaires  like 
Ecclestone  and 
the  comings  Ecclestone 
and  goings  of  executives  it 
your  industry. 

Good  Insurance 

Why  Citigroup  chose 
Taiwan-based  Fubon  and 
the  Tsai  family  to  build 
a  presence  in  Asia's 
insurance  market. 
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What  if  the  unexpected  comes 
between  you  and  your  retirement? 


more  complete 
iproach  to  wealth 
anagement 


day,  achieving  financial 
curity  is  a  two-sided 
ort:  growing  your 
sets,  and  protecting 
lat  you've  built.  With 
cades  of  experience 
both  asset  manage- 
;nt  and  insurance, 
udential  is  creating 
w  and  more  powerful 
lys  to  grow  and 
Dtect  wealth. 


You've  worked  hard  for  years  to  save  for  retirement.  But  if  you're  not  adequately 
protected  against  everyday  risk — like  accidents,  prolonged  disability,  or  the  death 
of  a  spouse — your  retirement  outlook  could  be  in  jeopardy.  Prudential  can  help  you 
build  the  right  amount  of  security  into  your  strategy — so  the  unexpected  doesn't 
have  to  undermine  your  retirement  plan. 


Build  protection  into  your  retirement 
strategy.  At  Prudential,  we'll  analyze  your 
current  coverage  and  help  you  pinpoint 
areas  where  you  may  be  underprotected. 
With  expertise  in  both  asset  management 
and  insurance,  Prudential  can  help  you 
find  the  appropriate  balance  of  growth 
and  protection  in  your  retirement  plan. 

Not  just  life  insurance.  The  right  kind  of 
life  insurance  for  you.  Today,  there's  a  wide 
variety  of  policies  that  offer  not  only  a  death 
benefit,  but  the  chance  to  accumulate  cash 
value  on  a  tax-deferred  basis.  So  you  can  provide 
the  right  amount  of  protection  for  your  family 
today — and  possibly  withdraw  funds  later* 
We'll  explain  how  each  policy  works,  and 
help  you  determine  which  is  best  for  you. 


Don't  let  the  costs  of  a  disability  eat  away 
at  your  retirement  savings.  Did  you  know 
that  between  ages  35  and  65,  seven  out  of  ten 
Americans  will  become  disabled  for  three  months 
or  longer?*  We'll  show  you  how  disability  income 
insurance**  can  protect  your  valuable  earning 
potential.  And  help  ensure  that  your  retirement 
savings  won't  be  exhausted  if  you  can't  work 
for  an  extended  period. 

Learn  more  today.  For  more 
smart  retirement  solutions, 
call  today  to  find  a  Prudential 
licensed  financial  professional 
near  you.  And  be  sure  to  ask 
for  our  guide,  When  You're 
Ready  For  Retirement. 

1-800-THE-ROCK 

ext.  5270  or  visit  us  at:  prudential.com 


Prudential  (&  Financial 

Crowing  and  Protecting  your  Wealth™ 


rancid  is  a  service  mark  of  Prudential,  Newark,  NJ,  and  its  affiliates.  'Commissioner's  Disobility  Table.  "Availability  of  this  product  varies  by  carrier  and  state  'Life  insurance  cash  values  are  accessed  through  policy 
thdrowals,  which  will  reduce  cash  values  and  death  benefits  ond  may  have  tax  consequences.  Like  most  insurance  policies,  our  policies  and  contracts  contain  exclusions,  limitations,  reductions  of  benefits  and  terms  for 
m  in  force.  Your  Prudential  licensed  financial  professional  con  provide  you  with  costs  and  complete  details.  The  Prudential  Insurance  Company  of  America,  751  Broad  Street,  Newark,  NJ  07'0?. 
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HE  GS  430  IS  SUCH  A  VISCERAL  THRILL,  NOTHING  ELSE  CAN  COME  CLOSE.  NOT  GOLF.  CERTAINLY  NOT  JOGGING.  ITS  4.3-LITER,  300- 
ORSEPOWER  ENGINE  WITH  VVT-i  DELIVERS  AN  ASTONISHING  RUSH  WITH  CONTINUOUSLY  OPTIMIZED  POWER.  BUT  ROADS  WILL  TURN, 
ND  AS  THEY  DO,  THE  GS  430  OFFERS  SPECTACULAR  HANDLING  VIA  A  FOUR-WHEEL  INDEPENDENT,  DOUBLE-WISHBONE  SUSPENSION 
ONFIGURATION  SIMILAR  TO  THOSE  FOUND  IN  CART  RACE  CARS.  AND  WITH  ITS  SPEED-SENSITIVE,  POWER-ASSISTED  RACK-AND-PINION 
rEERING.  YOU  INVARIABLY  DEVELOP  A  DEEP  SENSE  OF  INTIMACY  WITH  THE  ROAD.  YOU'LL  FIND  YOURSELF  WANTING  TO  DO  LITTLE  ELSE. 


THE  PASSIONATE  PURSUIT  OF  PERFECTIO 


is.  a  Division  of  Toyota  Motor  Sales.  USA,  Inc.  Lexus  reminds  you  to  wear  seatbelts.  secure  children  in  rear  seat,  obey  all  speed  laws  and  drive  responsibly.  For  more  information,  call  800-USA-LEXUS  (800*872-5398) 
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WE  DIDN'T  JUST  JUMP  ON  THE 
•IFRASTRUCTURE  BANDWAGON. 

WE  BUILT  IT 

 ,  ± 


~\e  to  set  the  record  straight.  Long  before  our  competitors  even  added  the  word 
tructure"  to  their  vocabulary,  we  were  busy  creating  it.  Since  we  first  launched 
nter*  it  has  become  the  de  facto  global  standard  for  managing  eBusiness 
ructure.  But  we  didn't  stop  there-we're  also  the  world  leader  in  security  and  storage 
re.  Every  day,  our  software  handles  over  180  million  transactions,  protects  $50  billion 
;  transfers  and  stores  40  million  security  exchanges.  Expertise  doesn't  happen 
ght.  It's  taken  25  years  of  hard  work  and  leadership  to  get  to  be  the  best.  So 
ve  say  you  can  trust  every  one  of  our  18,000  employees  around  the  world  to  deliver 
ftware  and  service  that  your  eBusiness'  success  depends  on,  we  really  mean  it. 


Computer  Associates7 


TOMORROW     WE  ARE  COMPUTER  ASSOCIATES     THE  SOFTWARE  THAT  MANAGES  eBUSINESS" 


ca.com 


omputer  Associates  International,  Inc.  (CA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respective  companies. 
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LIBERTY  MUTUAL  FIELD  INVESTIGATOR 


&  US  tit 


BUSINESS  AUTO 


HOME 


LIFE 


Form  an  in-house  safety 
team  to  evaluate  and  record 
accidents  as  they  happen. 

Provide  your  supervisors  with 
an  accident  checklist  of 
steps  to  take  immediately 
after  an  accident  occurs  - 
it  aids  in  the  collection  of 
important  information  and 
care  of  the  injured  worker. 

Report  accidents  immediately, 
the  more  time  that  passes, 
the  harder  it  is  to  determine 
what  actually  happened. 


Wit's  my  job  to  be  an  excellent  judge  of 
character. .  .to  determine  when  someone 
is  telling  the  truth  and  when  they're 
committing  insurance  fraud.  Of  course,  most 
people  are  honest,  but  the  ones  who  aren't 
cost  businesses  and  workers  $25  billion  a 
year.  That's  why  I'm  available  at  a  moment's 
notice  to  throw  my  gear  in  the  trunk  -  cameras, 
hard  hats,  ladders,  recording  devices  -  anything 
I  need  to  discover  the  truth.  I  talk  to  witnesses, 
take  photos  of  car  wrecks,  follow  tire  tracks 
down  muddy  roads,  watch,  listen. ..whatever  it 
takes  to  make  sure  the  good  guys,  and  the  bad 
ones,  get  exactly  what  they  deserve.  // 
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BlOCk  That  Spam  The  digital  age  has  unleashed  < 
rent  of  intrusions  on  our  busy  days — junk  faxes,  junk  p 
calls,  junk  e-mails — and  a  rising  tide  of  legislation  to  sj 
all.  The  legislation  will  inevitably  fail  to  keep  up  wit) 
spammers.  But  there  is 


hope  that  private  en- 
terprise will  protect  us. 

I  am  inspired  to 
this  view  by  Kiri 
Blakeley's  article  (p. 
180)  on  a  service 
called  Mailshell.  Using 
this  software  you  cre- 
ate a  new  electronic 
identity  for  every  on- 
line vendor  you  do 
business  with.  If  the  e- 
mail  address  you  give 


to  your  stockbroker 

shows  up  on  an  unwelcome  solicitation  from  a  time-: 
resort,  you  don't  need  to  complain  to  any  federal  agencv 
fire  the  broker. 

Let's  have  more  inventions  like  this  one.  I'd  like 
Corp.  to  introduce  a  call-blocking  answering  machine 
would  work  like  this.  Anybody  who  dials  your  numb 

greeted  with  "You  have  reached  the  home  of  .  Pleasi 

your  access  code."  You  program  the  device  to  ring 
phone  only  if  the  4-digit  code  is  on  a  List  you  have  ere 
Callers  lacking  a  passcode  can  do  no  more  than  leave  a 
sage.  You  hand  out  separate  codes  to  people  you  want  to 
from,  and  make  clear  that  abuse  of  the  information  wi 
suit  in  termination  of  the  relationship.  I  think  Sony  coul« 
Phone  Bouncer  on  store  shelves  for  S99. 

Compare  this  solution  to  the  New  York  law  banning 
marketing  pitches  to  people  on  a  do-not-call  list.  The  fee 
law  has  all  manner  of  exceptions,  such  as  for  politicians 
want  to  call,  and  of  course  does  nothing  to  protect  your 
from  wrong  numbers  at  2  a.m. 

AOL  has  been  in  the  forefront  of  efforts  to  stop  spam 
I  think  it  could  do  more.  The  problem  is  that  some  u 
licited  communications  are  genuinely  valuable.  My  solu 
a  service  called  Mail  Charge.  You'd  set  a  fee  (say,  50  a 
that  AOL  would  collect  from  any  unfamiliar  sender  and  c 
to  your  account.  That  would  let  vital  messages  get  thrc 
but  thwart  the  junker  who  cavalierly  dispatches  porn  pil 
to  3  million  addresses. 

Please  save  us,  Sony  and  AOL,  from  the  spammers, 
from  politicians  who  think  the}'  can  solve  our  problems 

U  EDIT 
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Fannie  Mae  helps  SQVe  home  buyers 

as  much  as  $30,000 
over  the  life  of  their  loans. 


(That  allows  the  Lee  family  to  move  into 
their  first  home,  and  start  Saving  money 

for  their  firstborn.) 

Families  have  a  lot  of  plans  and  dreams  for  their  money.  And  buying  a  home 
is  a  big  one  on  the  list. 

So  at  Fannie  Mae,  we're  dedicating  our  energy  toward  lowering 
mortgage  costs  so  that  more  families  can  afford  homeownership 
and  still  have  some  money  left  for  other  important  things  in  life. 

And  we're  succeeding.  For  example,  we  help  lenders  offer 
mortgages  to  home  buyers  that  save  them  as  much  as  $30,000 
over  the  life  of  a  30-year  fixed-rate  conventional  loan. 

And  our  investment  in  technology  for  the  mortgage  industry,  such 
as  Desktop  Underwriter,®  is  helping  lenders  reduce  origination  costs 
by  as  much  as  $1,400  per  loan. 

Savings  like  that  add  up.  And  that's  important  to  us  because  there  are  a  lot  of 
families  out  there  with  big  plans  and  big  dreams.  And  fortunately,  now  they  are  affordable  dreams. 


FannieMae 

w.f  anniemae.com 


JEorbes 


President  and  Editor-in-Chief  Steve  Forbes 
Chief  Operating  Officer  Timothy  C.  Forbes 
Chairman  Caspar  W.  Weinberger 
President-Forbes  Magazine  Group  lames  S.  Berrien 
Vice  Chairman  Christopher  Forbes 
Chairman-Forbes  Holdings  Leonard  H.  Yablon 
Croup  Vice  President-Editorial  lames  W.  Michaels 
Publisher  Rich  Karigaard 

President-Forbes  Global,  Forbes  FYI  Robert  L.  Forbes 
Chairman-Forbes  Global  Brian  Mulroney 
Executive  Vice  President  Electronic  Publishing 

JarnesSpanfdler^^^^ 

Vice  President-Chief  Financial  Officer  &  Secretary: 

Sean  P.  Hegarty 

Vice  President-Treasurer:  Joel  B.  Redler 
Vice  President-General  Counsel:  Terrence  O'Connor 
Vice  President-Operations:  Scott  E.  Masterson 
Vice  President-Corporate  Communications: 

Monie  Begley  Feurey 

Vice  President-Circulation:  Liberta  Abbondante 

Vice  President  Marketing  Kendall  Crolius 

Vice  President-Trie  Forbes  Cofections  Margaret  Kelly  Trombly 

Vice  President-Business  Development  Miguel  Raurell 

Director  of  Information  Technology:  Tom  Klein 

Controller  Philip  E.  Reville 

Director  of  Circulation:  Mary  Lindewirth 

Director  of  General  Services:  Gary  Prasto 

Director  of  Human  Resources:  Margaret  Williams  Loftus 

Director  of  Knowledge  Management:  Anne  P.  Mintz 

Group  Director  of  Production  and  Manufacturing:  Elaine  Y.  Fry 

Director  of  Distribution:  Edward  Conrad 

Vice  President,  Managing  Director  The  Americas: 

Russell  Cherami 

New  Vortc  Avery  Stirratt,  New  York  Regional  Director, 

Kevin  Gentzel,  New  York  Regional  E>irector;  Jessica  Sibley, 

Fin.  Adv.  Mgr.;  Ryan  Adams,  Richard  J.  Eydt, 

Jennifer  Giampietro,  Robert  W.  Jones,  Andrew  Macaulay, 

Michael  McCormack,  James  Patten,  Sherry  Phillips, 

Frank  W.  Rosa;  Eleanor  Martino,  Dir.  of  Adv.  FYI 

International:  James  W.  LaCirignola,  Executive  Dir., 

International  Special  Projects;  Christian  M.  Frost 

Atlanta:  John  H.  Reock,  Atlantic  Regional  Director; 

Timothy  Carney 

Boston:  Lisa  M.  John,  Mgr. 

Washington,  D.C.:  Nancy  E.  Sterling,  Mgr.; 

C.  David  Pinkerton,  Jr. 

Detroit:  Mike  Woods,  Midwest  Regional  Director; 

Kathy  Connell  Brennan,  Shauna  Iciek 

Chicago:  William  J.  Powers  Jr.,  Mgr.,  James  W.  Wall, 

John  L.  Goldrick 

Dallas:  Fred  H.  Wellington,  Mgr. 

Silicon  Valley:  Richard  Espinoza,  Western  Regional 

Director;  Mgr.;  Kathy  Brillheart,  Angela  Flores, 

Denyce  Kehoe,  Clark  Morey,  Tom  Snow; 

Catherine  Lukas,  Dir.  of  Adv.  ASAP 

Los  Angeles:  Jill  S.  Harris,  Mgr.,  Lisa  K.  Carden 

Vice  President  Sales  Development:  Timothy  H.  Reis 
Special  Projects  &  Development:  Arnold  J.  Prives, 
Executive  Dir.,  Special  Projects;  Duke  A  Chicon, 
Dir.  Special  Sections  Sales;  Peter  T.  Malloy,  Dir.  Econ.  Dev., 
Susan  D.  Toscani,  Executive  Dir.,  Sales  Development 

Vice  President  Managing  Director  Europe, 

Publisher  Forbes  Global:  Robert  A.  Crozier 

London:  Keith  Mande,  Regional  Sales  Director/Europe; 

Juanita  Caspari,  RegionalSales  Director/Europe; 

Steven  Rau,  Dir.  of  Adv.  Forbes  Global; 

KeUvJErnerv^teelrnanjAdv.  Dir.,  the  Americas 

Vice  President  Managing  Director  Asia: 

William  Adamopoulos 

Tokyo:  Hiroyuki  Nakagawa,  Japan  Director; 

Toshiaki  Iizuka,  Japan  Advertising  Sales  Director;  Masako 

Kakunoh,  Japan  Advertising  Manager 

Hong  Kong  Pauline  Seow,  Regional  Sales  Dir. 

Singapore:  Philip  Cho,  Regional  Advertising  Director; 

Gwen  Loong,  Chris  Niblock,  Regional  Sales  Directors 

Marketing:  Executive  Marketing  Directors: 

Deborah  Flimmelfarb,  Judy  Massey,  Jeff  Myers; 

Marketing  Director:  Nancy  Bensimon; 

Research  Director:  Frank  Dolcimascolo; 

Special  Sections  Director:  Carol  Nelson; 

Merchandising  and  Events  Director:  Karen  Moroney; 

Design  Center  Creative  Director:  Susanne  Fritzlo; 

Director  of  Media  Strategies:  Andrea  Sontz 

Forbes  Custom  Communications  Partners 

John  Caldwell,  President 

Forbes  Conference  Group: 

Rick  Johnson,  VP/GM;  Greg  Ewing,  Dir.  Sales 
Forbes  Investors  Advisor)  Institute: 

Wallace  Forbes,  President;  Vahan  Janjigian,  Director 
Advertising  Business 

Harry  LeGates,  Business  Manager,  Joyce  McCracken, 

Mgr.  Sales  Information;  Chevonne  Fiuggins,  Shemett  Myers, 

Ivette  Reyes,  Robin  Stein;  Patricia  Deckduiick, 

Adv.  Services  Manager;  Michelle  Ciulla,  Peter  Kelleher, 

Kim  Lau;  Anthony  Perrone,  Information  Services  Manager 


R  E  AJJ^B_S_S  A  Y 


Lawyerly  Debate 

Ronald  Motley  ("Turning  Lead  Into  Gold," 
May  14,  p.  122)  calls  the  lead  companies 
scumbags?  That  puts  them  about  ten  steps 
up  the  evolutionary  scale  from  him  and  his 
•  cohorts. 

DAVID  J.  KOLANDER 
Scottsdale,  Ariz. 

Your  article  on  killer  lawyers  is  very  disturb- 
ing. In  this  country  we  have  a  massive  in- 
dustry that  works  under  the  guise  of  consumer  advocacy  and  public  pr 
tection.  In  reality  they  seek  one  thing:  the  almighty  dollar. 

The  goal  of  civil  litigation  in  the  U.S.  is  not  to  shed  light  on  contr 
versial  subjects,  publicly  scrutinize  scientific  questions  or  weigh  conflic 
ing  evidence.  It  is  simply  to  win.  In  winning,  one  often  must  vilify  an  o 
ponent,  the  opponent's  science  and  scientists,  and  the  opponent's  caus 
If  this  is  done  well,  a  favorable  result  is  often  rendered,  whether  or  not 
is  just  or  scientifically  valid. 

Motley  should've  been  asked,  "Would  you  take  [the  lead  paint]  case 
the  dead  New  Hampshire  girl  would  be  brought  back  to  life  but  yc 
would  receive  no  financial  reward?"  Of  course  the  answer  would  be:  "In 
heartbeat."  In  reality,  however,  many  attorneys  would  not.  If  they  made 
career  taking  such  cases,  they  could  never  make  it  onto  a  FORBES  list. 

MIKE  HAG/* 
Tampa,  Fl 


Completing  the  Deal 

I  was  disappointed  to  read  "Holly- 
wood Sob  Story"  (Apr.  2,  p.  58)  on 
TrizecHahn's  Hollywood  &  Highland 
development.  This  is  a  precedent-set- 
ting project  that  will  open  on  schedule 
in  November.  Contrary  to  your  asser- 
tion that  TrizecHahn  is  "bailing  out" 
of  the  project,  our  commitment  to 
completing  it  to  the  highest  standard 
is  absolute.  We  believe  it  will  be  a 
tremendous  asset  and  source  of  pride 
for  Los  Angeles,  the  historic  Holly- 
wood community  and  our  many  val- 
ued partners,  tenants  and  participants. 

LEE  H.  WAGMAN 
Chief  Executive  Officer 
TrizecHahn  Development  Corp. 

Hollywood,  Calif. 

Brand  Loyalty 

I  enjoyed  "Cult  Brands"  (Apr.  16, 
p.  198).  However,  I  was  surprised 
when  you  settled  on  the  perception 
that  creating  a  cult  brand  is  more  luck 


than  thoughtful  planning.  I  disa§ 
Cult  brand  loyalty  can  be  ere 
and  it's  not  as  difficult  as  you  ii 
The  major  obstacle  in  creating  c 
overcoming  the  belief  that  doing 
such  an  insurmountable  task.  Bee 
of  this  flawed  perception,  too 
companies  ever  attempt  to  striv 
cult  status.  They  simply  don't  da 
think  the  unthinkable — that  the' 
be  the  preferred  brand  of  choice. 

JAMES  CO 
Senior  Vice  Pres 
Fitcl 

Worthington, 

Compensation  Package 

In  "House  of  Cards"  (Apr.  2,  p 
FORBES  creates  a  misleading  impre 
as  to  why  Capital  One's  founders,  ( 
Executive  Officer  Richard  Fairbanl 
President  Nigel  Morris,  recently 
some  of  their  shares  in  the  compa 
The  fact  is  that  their  financial  i 
ests  are  aligned  with  that  of  Ca 
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Would  You  Be  Comfortable 
Earning  $A10r000? 
You  Really  Can... 


Our  company  establishes  small  medical  offices  throughout  the 
U.S.  under  a  rapidly  expanding  20  year  old  government  program. 


Medical  Background  Completely  Unnecessary. 
$125,000  Down  Required. 


Before  calling,  please  visit  our  website:  WWW.CORF.COM 
Then  contact  us:  1-800-5 1 1 -7036 


The  waves.  The  o 


d  after  a  long  day  of  work,  you'll  discover  that 


buttoned-up  business  trav 
there  are  few  things  more  relaxing  than  turning  off  your  laptop,  stepping  out  onto  oi 
terrace  and  letting  nature  surprise  you.  You  might  be  visited  by  some  dolphins.  C 
i    Ih^adingH^elsofthifWoii)'  I   schedule,  of  course.  For  more  information  or 


n  t  A  U  tJL  S 

One  shareholders.  Years  ago  they  e 
into  an  agreement  in  which,  each 
all  of  their  cash  compensation  is  t 
in  for  options  in  Capital  One  stoc 
do  not  vest  unless  the  stock  appre 
substantially  over  a  limited  peri 
time.  Because  these  options  expir« 
regular  schedule,  Fairbank  and  Iv 
periodically  have  to  sell  a  portion  o 
existing  holdings  for  tax  and  otF 
nancial  management  purposes. 

Capital  One  shareholders  shot 
encouraged  that  Fairbank  and  Iv 
continue  to  have  a  sizable  stake 
company  they  founded  and  contir 
put  their  money  on  the  line  des 
dampened  oudook  for  the  econom 
PAUL  PAf 
Vice  President,  Investor  Reh 
Capita 
Falls  Chura 

Pay  Checked 

If  those  overcompensated  and  ove 
chief  executive  officers  ("Executiv 
Survey,"  May  14,  p.  154)  would  fc 
tiny  portion  of  their  inflated  pay, 
of  those  laid-off,  downsized  and  e 
nated  workers  would  still  be  empl 
Corporate  profits  are  shrinking,  sal 
down  and  earnings  are  flat  at  mar. 
dustries,  yet  chief  executive  comp 
tion  remains  outrageously  high.  S 
thing  is  wrong  with  this  picture, 

DIANE  A) 
Long  Branch 


Spell  Check 

In  "The  Headless  Headhunter"  (A$ 
p.  54)  we  misspelled  the  name  of 
Crist,  a  candidate  for  the  top  pc 
Korn/Ferry. 

Operating  What? 

"All  That  Glitters"  (Apr.  16,  p.  71 
correctly  said  that  Symbol  Technol 
had  $14  million  in  operating  incor 
the  fourth  quarter  of  2000.  This  f 
should  have  been  described  as  its 
flow  from  operating  activities. 


□  Forbes 


CASA  DEL  MAR 

HOTEL  BY  THE  SEA 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


The  first  name 
in  professional 
services. 


Since  our  founding  in  1913  by  Arthur  Andersen, 
we  have  believed  strongly  in  the  idea  of  one  firm. 

Integrated. 

Around  the  world.  Across  disciplines. 
Consulting.  Assurance.  Tax.  Corporate  Finance. 
Now,  our  firm  will  be  known  by  one  name. 
We  will  be  known  as,  simply,  Andersen. 
The  first  name  in  professional  services. 


Andersen 


www.andersen.com 

©2001  Andersen  Worldwide  SC.  All  rights  reserved. 


MONEY  IS  NOT  THE  END  OF  WORRY. 
IT  IS  THE  BEGINNING. 


Face  it. 

You  worked  your  whole  life  to  feel  comfort- 
le,  and  here  you  are  feeling  decidedly  otherwise.  You 
ve  more  dependents,  more  possessions,  more  invest- 
ors, more  taxes,  more  responsibilities,  and  more  to 
;e.  Yet  still  you're  expected  to  fight  your  way  through 
million  e-mails  and  voice  mails  each  day,  just  trying 
hang  on  to  your  sanity,  your  ideal  weight  and  your 
ality  time  with  your  family. 


"Welcome"  to  affluent  individuals  and  families.  We 
don't  try  to  be  all  things  to  all  people:  we  only  deal 
with  the  wealthy.  Which  means  our  proprietary  invest- 
ment research  and  collective  market  acumen  are 
entirely  devoted  to  your  specific  needs  rather  than 
merely  adapted  to  them. 

Our  experts  in  financial  and  estate  planning, 
investment  management,  and  private  banking  create  a 
unique  plan  for  you  that  aims  to  preserve  and  enhance 


'EVERYONE  THINKS  WE  LEAD  THIS  CHARMED  LIFE,"  you  sigh,  "great 
jobs,  a  wonderful  house,  private  schools.  They  don't  see  the  flip  side.  The 
long  conversations  about  how  the  money  will  impact  our  lives,  the  lives  of 
our  kids  and  maybe  one  day,  their  kids,  too." 


The  burden  of  wealth  is  something  few  under- 
md  unless  it  actually  rests  on  their  shoulders.  How 
i  you  explain  to  other  people  the  fear  that  your 
ildren  might  never  need  to  work?  Or  the  incredible 
assure  of  trying  to  protect  a  lifetime's  worth  of  miss- 
weekends  and  vacations?  And  then,  of  course,  who 
iuld  believe  all  that  money  could  be  anything  other 
in  a  blessing? 

We  would.  And  it's  not  a  claim  we  make  light- 
For  nearly  150  years,  U.S.  Trust  has  been  saying 


your  hard-won  achievements.  So  that  instead  of  being 
reactive  to  the  market,  your  future  can  rest  on  long- 
term  tax-intelligent  strategies  from  a  company  that  has 
seen  more  than  a  few  ups  and  downs  since  1853. 

Who  knows,  you  might  just  start  worrying  a 
little  less  about  your  money  and  having  fun  with  it  a 
little  more.  After  all,  isn't  that  why  you  earned  it  in  the 
first  place? 

For  more  information,  please  call  i-soo-ustrust 
or  uisit  our  web  site  at  www.ustrust.com. 


U.S.TRUST 

WELCOME. 


deposit  investment  products  are  not  FDIC-insured  or  bank  guaranteed  and  are  subject  to  investment  risk,  including  possible  loss  of  principal.  (0301-1 5194)  Member  fdic  ©  2001  U.S.  Trust  Corporation 
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He  should  have 
moved  quicker: 
Gordon  Moore. 


Moore's  Law  of  Giving 

►  Last  fall  Intel  cofounder  Gordon  Moore  pledged  an  esti- 
mated $5  billion  of  his  then-$26  billion  fortune  to  the  new 
Gordon  &  Betty  Moore  Foundation.  Oops!  A  sharp  correction  in 
Intel  stock  cut  his  net  worth  to  $10.1  billion.  But  true  to  his 
word,  the  semiretired  Moore,  who  is  72,  just  handed  over 
nearly  half  his  Intel  stake.  — Brendan  Coffey 

Wealth  Has  Its  Privileges 

►Eight  months  before  her  1997  death  at  age  99,  Nellie  Ruth 
Segerstrom  transferred  $22  million  of  real  estate  partnerships 
into  a  limited  liability  company  formed  with  son  Henry  T. 
Segerstrom,  a  prominent  Orange  County,  Calif,  developer  and 
philanthropist.  After  he  valued  the  interest  for  estate  tax  pur- 
poses at  only  $10.6  million,  the  Internal  Revenue  Service,  sensing 
a  dodgy  planning  ploy,  sought  documents  from  law  firm 
Pillsbury,  Madison  &  Sutro,  which  set  it  up.  But  a  federal  judge  just 


agreed  with  Henry  that  attorney-client  p 
lege  protects  property  valuations  "interwoj 
with  legal  advice.  — Janet  Nd 

Equal  Opportunity  Screwup 

►  State  securities  regulators  say  the 
National  Association  of  Securities  Dealers  compj 
system  used  to  keep  track  of  stockbroker! 
glitches,  usually  favoring  the  industry.  Am 
the  complaints:  Some  unqualified  or  dub 
brokers  have  been  renewed  automatic 
while  states  can't  enter  suspensions  dire 
The  NASD  concedes  some  mistakes  but  ir 
they  were  innocent.  — W] 

He's  in  the  Index,  Too 

►  Look  for  Wall  Street  and  business-m 
types  to  scan  index  pages  in  the  just-publi; 

Sold  Short:  Uncovering  Deception  in  the  Markets  (John  Will 
Sons)  by  famous  short-seller  Manuel  P.  Asensio.  He  delighi 
naming  dozens  of  analysts,  journalists  and  brokerages  het 
helped  pump  up  dubious  stocks  that  later  tanked  after  he  is) 
withering  research  reports.  On  the  next-to-last  page  Ase( 
finally  mentions  the  $75,000  fine  he  paid  regulators  last  yei 
settle  charges  that,  among  other  things,  he  and  his  Asensio . 
overstated  their  own  investment  record. 

Name  of  the  Sequel:  VC  Quincy 

►  Last  fall,  when  Internet  companies  were  still  riding  f 
high,  the  Mountain  View,  Calif-based  dealmakers  at  Soft 
Venture  Capital,  owned  by  Japanese  billionaire  Masayoshi  Son,  n 

a  six-minute  spoof  video  called  VCER.  A  patient  symbolizin 
Internet  upstart  is  rushed  to  an  emergency  room  suffering  1 
"severe  cash  burn."  Prescription:  a  bloody  "midfinancing  II 
ness  model  transplant"  to  a  business-to-business  firm  and 
to  a  Napster-like  peer-to-peer  model.  — Kerry  A.  D 


At  Least  Their  Environments  Are  Okay 


Judging  from  the  pitches  of  some 
If  only  the  planet  could  do  as  well 

ORGANIZATION 

Ducks  Unlimited 

Environmental  Defense 

National  Wildlife  Federation 

World  Wildlife  Fund 

Natural  Resources  Defense  Council 

National  Audubon  Society 

Defenders  of  Wildlife 

Source:  \Mest  available  IRS  990 forms. 
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environmental  groups,  the  world  is  in  lousy  shape, 
as  the  nonprofit  executives  listed  below.    —  W.P.B. 


TOP-PAID  PERSON 

Don  A.  Young 
Fred  Krupp 
Mark  Van  Putten 
Kathryn  Fuller 
John  H.  Adams 
John  Flicker 
Rodger  Schlickeisen 


COMPENSATION 

$288,404 

283,640 
247,081 
241,638 
241,299 
239,670 
231,000 


Trappings  of  affluence 


Double  miles  with  a  twist 


Use  your 
American  Express'  Card 
and  earn  double 
H  Honors'  points,  too. 


wwwamencanexpress.com 


ton  HHonors  is  the  only  hotel  program  that  lets  you  earn  both  hotel  points  and  airline  miles  for  the  same  stay.  We  call 
Double  Dipping"'  And  now,  your  first  Double  Dip""  stay  between  June  1  and  August  31 ,  2001,  qualifies  you  to  earn  double 
ine  miles  at  any  HHonors  hotel  worldwide  on  every  additional  Double  Dip  stay  during  the  promotion  period.  Plus,  when 
i  charge  those  additional  stays  to  the  American  Express  Card,  you  can  earn  double  HHonors  Base  points,  too-making  your 
^s  twice  as  rewarding.  So,  get  ready  to  start  earning  a  free  vacation  faster.  For  more  information,  to  enroll  in  Hilton 
lonors  or  to  make  reservations,  visit  us  at  hiltonhhonors.com,  call  your  professional  travel  agent  or  1-800-HHONORS. 

® 

Hilton  HHonors 

Points&lViiles" 
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CONRAD' 


DoubleTree- 


EMBASSY  SUITE! 
HOTELS' 


SUITES 


Hilton 
Garden  Inn 

1  ; 

' 

I 

HOMHU.XJ0 
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Receive  a  1,000  HHonors  point  bonus  by  enrolling  online  at  hiltonhhonors.com. 

lip  is  a  stay  for  which  HHonors  members  earn  both  Points  &  Miles™  at  Hilton  HHonors  hotels.  You  must  be  an  HHonors  member  to  Double  Dip.  One  Double  Dip  stay  during  the 
qualifies  members  to  earn  double  miles  for  successive  Double  Dip  stays.  Members  paying  with  an  American  Express  Card  can  also  earn  double  HHonors  Base  points  for  additional 
valid  from  6/01/01  to  8/31/01.  Hilton  HHonors  membership,  earning  of  Points  &  Miles,  and  redemption  of  points  are  subject  to  HHonors  Terms  and  Conditions.  Online  enrollment 
ed  through  December  31,  2001.  ©2001  Hilton  HHonors  Worldwide 


LLOW-THROUGH 


EDITED  BY  SUSAN  A 


JULY  24,  2000 


Earnings  Cloud 


WATCH  OUT,  WE  SAID,  FOR  IMAGINATIVE 
earnings  releases — in  which  compa- 
nies talk  about  "pro  forma"  earnings 
that  veer  way  off  the  straight  and  nar- 
row path  dictated  by  generally  ac- 


cepted accounting  principles.  There's 
practically  no  limit  to  the  kinds  of  ex- 
penses that  can  be  excluded  in  calcu- 
lating pro  forma 
earnings.  And  a 
press  release  can 
trumpet  the  pro 
forma  numbers 
while  burying  GAAP 
in  a  paragraph  at 
the  bottom.  Ama- 
zon, for  example, 
highlights  pro 
forma  figures  that 
knock  out  a  host  of 
charges,  like  acqui- 
sition costs  and 
stock-based  com- 
pensation expenses. 

Any  chance  this  mischief  will  stop? 
Scant.  Financial  Executives  Interna- 
tional and  the  National  Investor  Rela- 
tions Institute  have  just  released  new 


FLASHBACKS 


75  YEARS  A60  IN  FORBES/APRIL  IS, 1926 

Zen  and  the  Art  of  Automotive  Maintenance  Henry  Ford 

scorns  elaborate  organization.  Ford  asserts  that  he  himself  has  no  office.  There  is  a  classic  story  about  the 
big  chief  of  the  enterprise  that,  when  they  came  to  him  for  a  sizable  appropriation  for  an  addition  to  a  head- 
quarters building  to  accommodate  the  files,  he  replied  with  the  quiet  smile  that  is  so  characteristic  of  him: 
"Wouldn't  it  be  better  to  destroy  that  accumulation  of  files?"  Which  presently  was  done. 

50  YEARS  AGO  IN  FORBES/MARCH  15,  1951 

Think  You  Discovered  Stress?  More  than 

2,000  tired  businessmen  were  examined  in  the  Benjamin  Franklin  Clinic  of 
the  Pennsylvania  Hospital  in  Phiiadelphia.  One  Philadelphia  industrialist 
sent  all  63  of  his  executives  in  for  a  checkup.  Eighty  per  cent  of  them 
needed  medical  or  psychiatric  treatment.  The  Benjamin  Franklin  Clinic's 
prescription  is:  Take  it  easier.  It  isn't  so  easy  to  take  it  easy,  answers  Co- 
lumbia professor  Josephine  L.  Rathbone.  Most  adults,  she  says,  do  not 
know  how  to  relax.  They  are  dissatisfied  with  their  achievements,  drive 
themselves  to  get  more  and  more  done  each  day.  A  person  who  is  overfatigued  is  likely  to  overwork,  Dr. 
Rathbone  points  out.  A  too-tired  person  seems  to  lose  all  sense  of  perspective  and  welcomes  a  breakdown 
as  eagerly  as  a  holiday. 

30  YEARS  AGO  IN  FORBES/MAY  15,  1971 

GE,  Survivor  The  boyish  look  that  persisted  into  his  50s  is  gone  now,  the  lines  of  his  face  are 
deeper  and  he  chain-smokes  as  he  talks,  but  there  seems  an  inner  calmness,  a  sense  of  perspective  about 
General  Electric  Chairman  Fred  J.  Borch.  With  three  huge  investments— computers,  nuclear  power  and  jet 
engines— going  bad  simultaneously,  many  companies  might  have  gone  the  way  of  Penn  Central  or  Rolls- 
Royce.  But  GE  under  Borch  suffered  only  a  modest  earnings  dip  and  never  even  cut  the  common  dividend. 
So  if  Borch  is  hardly  one  of  the  great  turnaround  heroes  of  U.S.  business,  he  gets  high  marks  for  handling  a 
dangerous  situation  well. 


guidelines  reminding  companies  t« 
close  GAAP  numbers  in  their  ear 
statements.  But  the  guidelines,  v 
lack  the  force  of  law,  still  permil 
ative  accounting  and  allow  comp 
to  give  numbers  derived  from  it 
prominence  than  GAAP  re: 
Where's  the  Securities  &  Exch 
Commission  in  all  of  this?  Silent. 

—Elizabeth  MacD> 

SEPTEMBER  6,  1999 

Shopping  for  Succe 

ALBERTSON'S,  THE  NATION'S  SEO 
largest  supermarket  and  drug 
chain  (after  Kroger),  continues  to  s 
gle  to  find  the  right  formula.  Two 
ago  we  described  how  the  Boise,  Ic 
based  company  was  trying  to  oven 
the  threat  posed  by  convenience 
warehouse  stores.  Not  much 
worked.  Last  year  its  same-store 
rose  just  0.3%,  placing  it  near  the 
torn  of  the  struggling  industry.  No1 
bertson's  is  hoping  a  former  Ge: 
Electric  appliance  executive,  Lawi 
R.  Johnston,  can  work  some  magic 
Johnston,  named  in  April  as  chief 
utive,  has  no  experience  in  the 
grocery  arena. 

MARCH  6,  2000 

Beyond  Botox 

A  YEAR  AGO  DRUG  COMPANY  All 
gan's  claim  to  fame  was  the  luck) 
covery  that  its  Botox  drug  not 
treated  crossed  eyes  but  also  smoc 
wrinkles.  Chief  Executive  D 
Pyott's  cost-cutting  and  prudent  i 
agement  helped  pump  up  earr 
14%  to  $215  million  last  year  oni 
enue  that  rose  1 1%  to  $1.6  billion 
alysts  project  Allergan's  new  glauc 
drug,  Lumigan,  which  received  Fo 
Drug  Administration  approv2 
March  and  is  now  hitting  stores, 
generate  $60  million  in  revenue 
first  year.  Meanwhile,  Allergan  ha 
plied  for  additional  FDA  appr< 
which  would  allow  it  to  adve 
Botox's  cosmetic  uses.  — Kelly  Be 
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N  MY  MIND 


EDITED  BY 


Blind  Alleys 

A  huge  philanthropy  promotes  a  harmful 
notion— that  correlations  alone  are  useful 
products  of  scientific  detective  work. 


DAVID  MURRAY 

DIRECTOR  OF  THE  NONGOVERNMENTAL  STATISTICAL 
ASSESSMENT  SERVICE  IN  WASHINGTON,  D.C. 

If  one  crusading  legal  secretary  named  Erin  Brockovich  is 
good  for  environmental  justice,  then  280  million  of  them 
must  be  a  public-health  bonanza.  At  least,  that's  the  apparent 
reasoning  behind  an  initiative  of  the  Pew  Charitable  Trusts.  In 
February  Pew  helped  launch  Health-Track  on  the  Internet 
and  in  newspaper  reports  na- 
tionwide, providing,  as  USA 
Today  put  it,  "a  map  of  can- 
cer hot  spots  . . .  and  the  toxic 
chemicals  lurking  nearby." 

Health-Track  provides 
death  statistics  for  eight  can- 
cers in  regions  with  cancer 
deaths  in  the  top  20%  of  the 
nation.  Comparable  maps 
for  asthma  and  birth  defects 
are  forthcoming.  Then,  help- 
fully, Health-Track  overlays 
those  zones  with  data  from 
the  Environmental  Protec- 
tion Agency  showing  where 
carcinogenic  chemicals  were 
released  into  the  environ- 
ment by  industries. 

The  February  launch  was 
just  one  stage  in  a  media 
rollout.  News  articles,  opin- 
ion pieces  and  advertisements  in  magazines  and  newspapers 
(complete  with  local  "hot  zone"  maps)  have  all  touted  the 
need  for  Health-Track.  Survey  results  given  to  the  Associated 
Press  proclaimed  "nine  in  ten  Americans  say  the  government 
should  make  it  a  priority"  to  have  a  national  tracking  pro- 
gram to  link  diseases  and  the  environment.  Pew's  pet  project 
seems  to  want  matching  federal  dollars. 

The  energy  behind  Health-Track  comes  from  principal 
investigator  Dr.  Lynn  Goldman,  a  former  Love  Canal  re- 
searcher and  administrator  in  Carol  Browner's  EPA,  where 
she  was  responsible  for  the  Toxic  Release  Inventory. 

You  are  supposed  to  think  that  Health-Track,  by  provid- 
ing a  head  start  in  investigating  possible  links  between  dis- 
eases and  pollutants,  will  save  lives.  But  while  science  de- 


pends on  finding  new  connections,  it  also  depends  on  so: 
out  and  eliminating  bad  connections  that  only  mislea» 
Too  much  is  connected  to  too  much  already,  and  nearly . 
it  is  instandy  connected  to  the  media.  The  challenge  is  tc 
criminate  between  valuable  connections  and  mirages  of  i 
coincidence. 

Consider  breast  cancer  rates  on  Long  Island,  N.Y. ' 
exceed  the  national  average.  (Of  course,  some  places  n 
since  that's  implicit  in  an  average,  yet  we  seldom  h( 
clamor  to  investigate  areas  that  have  lower  disease  rates 
average.)  Sure  enough,  a  Health-Track  map  reveals  a  dis 
portionate  number  of  nuclear  reactors,  military  bases  an 
dustrial  pollutants  in  the  Northeast. 

Are  we  health-tracking  yet?  Not  exactly.  Any  epidemiol 
knows  we  must  consider  the  confounders — those  factors 
disrupt  our  understanding  unless  they  are  corrected  for 
study.  For  breast  cancer,  the  list  of  known  confounder 

eludes  a  woman's  edua 
and  income  level,  her  fer 
history,  her  dietary/life 
habits  and  genetic  fac 
Sure  enough,  many  Lon 
landers  share  demogra 
factors  leading  to  greater 
for  breast  cancer,  a  comp 
tion  that  Health-Track  c 
looks  by  design. 

And  hence  the  dar 
The  appeal  of  Health-Trs 
obvious:  It  combines  th 
duction  of  amateur  sleut 
with  the  jaws  of  class-ac 
epidemiology.  Every  innc 
distribution  of  events 
comes  grist  for  cancer  ch 
headlines  and  cancer  cli 
lawsuits.  It  is  a  world  wit 
coincidences  or  normal 
tistical  distributions,  wh< 
villain  lurks  behind  every  variation  from  the  average,  wa 
to  be  revealed  by  citizen  activists.  The  next  step  is  a  pc 
mongering  book  and/or  litigation  of  the  sort  that  had  pe 
minking  power  lines  would  kill  them.  Data-dredging  fad 
heaped  into  associational  piles  become  fodder  for  high- 
ambulance  chasers. 

We  should  be  wary  of  automated  searching  and  mate 
machinery  operated  without  qualified  judgment  or  scier 
scrutiny,  producing  spurious  correlations  to  be  laid  at  the 
of  causal  culprits.  Such  would  be  mechanized  mischief,  y 
ing  a  by-product  of  needless  fear  and  mistrust.  Why  or 
the  largest  charitable  foundations  in  America  shoul' 
chumming  shark-infested  waters  is  a  mystery,  given 
more  pressing  health  needs. 


"Too  much  is  connected  to  too  much  already,  and 
nearly  all  of  it  is  instantly  connected  to  the  media. 
The  trick  is  to  spot  the  mirage  of  mere  coincidence" 
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you  could  invest  in  anything,  would  you  include  yourself? 

Our  advisors  can  create  a  personal  plan  to  build  your  financial  freedom. 
So  you  can  focus  on  what  really  matters.  Click  metlife.com,  call  800-MetLife 
or  stop  by  for  more  on  Annuities,  Mutual  Funds  and  other  investments. 


Financial  Se 


:ACT  AND  COMMEliX 


iy  Steve  Forbes,  editor-in-chief 
With  all  thy  getting  get  understanding" 


03* 


SOWING  A  WHIRLWIND 


5N  WILL  WASHINGTON  POLICYMAKERS  COME  TO  GRIPS 
the  deadly  one-two  punch  the  Federal  Reserve  Board  and 
nternational  Monetary  Fund  are  inflicting  on  the  rest  of  the 
d?  Thanks  to  our  fundamental  high-tech  strengths  and  the 
pect  of  a  tax  cut,  the  U.S.  economy  may  claw  its  way  back  to 
b  growth  rate.  The  Fed  will  thus  feel  less  pressure  to  lower 
;  and  pump  in  more  liquidity.  What  officials  overlook  is  that 
h  of  the  rest  of  the  world  is  going  to  hell  in  the  proverbial 
ibasket.  In  short,  the  Fed's  deflation  is  hurting  Africa,  Asia, 
1  America  and  parts  of  Europe  far  more  than  it  is  hurting  us. 
rhe  dollar  is  an  international  currency.  More  than  two- 
Is  of  those  printed  leave  our  shores  for  use  overseas.  Defla- 
— when  a  currency  appreciates  in  real  value — hurts  bor- 
ers. Developing  countries  don't  have  the  capital  depth  we 
y.  Many  of  their  businesses,  and  some  of  the  countries 
iselves,  are  heavily  leveraged.  The  Fed's  tightening,  which 
ed  in  1997,  had  inadvertent  consequences.  Heavily- in-debt 
ltries  were  the  first  to  feel  the  brunt.  What  turned  this  some- 
t  tolerable  squeeze  into  a  disaster  were  toxins  added  by  the 
,  with  its  institutional  bias  favoring  devaluation  and  increas- 
axes.  As  deflationary  pressures  grew  in  developing  countries, 
MF  urged  them  to  collapse  their  currencies.  Result:  disaster, 
ndonesia,  the  world's  fourth-most-populous  nation,  is 


today  disintegrating  in  the  aftermath  of  the  1997-98  "Asian 
Flu."  Thailand  is  wobbling,  as  is  South  Korea. 

Look  at  Russia,  whose  government  is  becoming  more  au- 
thoritarian and  anti-American.  During  the  1990s  the  IMF  and 
the  West  threw  billions  of  dollars  at  the  Kremlin,  helping  to  fi- 
nance a  corrupt  confederacy  of  oligarchs.  The  IMF  told  Moscow 
to  "improve"  tax  collections.  At  the  time,  Russia  had  more  taxes 
on  its  books  than  it  had  national  income.  Sensibly,  President 
Putin  has  thrown  out  many  of  these  exactions  and  given  Russia  a 
single-rate,  flat  tax  system.  But  he  is  starting  to  stir  the  waters  with 
aggressive  arms  sales  to  the  Persian  Gulf  and  Middle  East.  Even 
though  Putin  is  heavy-handedly  taking  over  noncooperating 
media  companies — the  Kremlin  doesn't  mind  antigovernment 
publications  if  their  circulation  is  small,  it's  the  wide-audience 
TV  and  radio  stations  and  news  agencies  it  wants  to  control — 
most  Russians  believe  he  is  restoring  Russia's  self-respect.  Nice 
going,  Strobe  Talbott  (the  Clinton/Gore  point  man  with  Russia). 

Turkey's  economy  is  a  shambles,  its  currency  virtually  worth- 
less. Thankfully,  about  half  of  its  economy  was  on  a  de  facto  dol- 
lar standard  before  this  latest  disaster.  Argentina  is  on  the  brink, 
reeling  under  higher  taxes  imposed  at  the  behest  of  the  IMF. 

Our  economic  mistakes  are  having  global  repercussions, 
which,  ultimately,  will  have  an  impact  on  us. 


DOOLITTLE  DOES  IT  RIGHT 


HOUSE  OF  REPRESENTATIVES  IS  IN  THE  THROES  OF  DE- 
ig  so-called  campaign  finance  reform.  The  Senate-passed 
2ain-Feingold  bill  is  a  disaster.  Prohibiting  independent 
ips  from  conveying  their  messages  to 
rs  two  months  before  an  election  is 
antly  unconstitutional.  The  bill's 
tntine  provisions  effectively  emascu- 
state  and  local  political  parties.  Its 
lora  of  regulations  only  help  protect 
imbents  and  discourage  challengers. 

ban  on  soft  money  contributions  to 
Dnal  parties  also  protects  incumbents. 
o,  after  all,  preys  on  an  incumbent? 

opposing  party.  By  drying  up  party 
urces  this  natural  check  on  incum- 
zy  withers.  McCain-Feingold  also  in- 
ses  the  power  of  the  media  by  making  it  more  difficult  for 
lidates  to  get  their  messages  directly  to  the  people,  thereby 
ing  voters  to  rely  more  on  the  media's  oft-distorting  filters. 
\  superior  bill  has  been  proposed  by  Congressman  John 


Representative  Doolittle  renders  words  of 
wisdom  on  campaign  finance  reform. 


Doolittle  (R-Calif.).  His  Citizen  Legislature  and  Political  Free- 
dom Act  would  do  away  with  limits  on  contributions  from  in- 
dividuals and  political  action  committees  as  long  as  there  is  full 
and  prompt  disclosure.  Why  should  Amer- 
icans be  barred  from  giving  what  they 
want  to  a  candidate  or  cause  as  long  as  the 
information  is  immediately  made  public? 

Doolittle's  bill  would  also  repeal  caps 
on  how  much  parties  can  contribute  to 
candidates,  something  incumbents  won't 
like  at  all.  The  bill  would  require  unions  to 
get  members'  permission  to  use  their 
funds  for  political  purposes  (should  be 
ditto  for  corporations  and  their  sharehold- 
ers). Taxpayer  subsidies  of  presidential 
campaigns  would  be  terminated.  Rules  on 
a  campaign's  taking  contributions  without  meeting  certain  dis- 
closure requirements  would  be  tightened.  Campaigns  would 
have  to  file  reports  on  contributions  electronically  every  day 
during  the  three  months  preceding  an  election.  All  this  infoi  - 
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mation  would  be  available  for  anyone  to  access  on  the  Internet. 

McCain-Feingold  unintentionally  stifles  citizen  participa- 
tion in  our  political  process.  Doolittle's  so-far- ignored  bill  would 


do  the  opposite,  making  it  easier  for  people  to  get  involved, 
political  culture  too  often  resembles  a  closed  shop;  ur 
McCain-Feingold,  Doolittle's  bill  would  help  open  it  aga: 


JUNK  JUDGMENT 


THE  SUPREME  COURT  RECENTLY  RENDERED  A  HARMFUL, 
egregiously  wrong  decision.  The  case  involved  a  mother,  Gail 
Atwater,  and  her  two  young  children,  who  were  stopped  by  a 
police  officer  for  not  wearing  seat  belts.  The  mom's  pickup 
truck  was  only  doing  about  15mph,  and  she  had  just  un- 
buckled the  kids  because  a  toy  had  been  dropped.  The  max- 
imum fine  for  the  seat  belt  offense  is  $50,  yet  the  police  offi- 
cer verbally  berated  Ms.  Atwater,  handcuffed  her,  shoved  her 
in  the  backseat  of  the  police  car  and  hauled  her  off  to  jail. 
There  she  had  to  empty  her  pockets  and  give  up  her  shoes 
and  jewelry.  She  was  then  tossed  into  a  cell.  She  was  eventu- 
ally released  on  a  $350  bond. 

Gail  Atwater  paid  a  $150  fine  ($50  for  each  occupant). 


She  sued  the  city,  charging  that  the  arrest  for  a  fine-' 
offense  was  a  violation  of  the  Fourth  Amendment,  whict 
plicitly  prohibits  "unreasonable  searches  and  seizures." 
is  right.  The  officer  used  disproportionate  force  and  acte 
an  unreasonable  manner,  considering  the  nature  of  th« 
fense.  A  federal  appeals  court  panel  agreed. 

Yet  in  a  bizarre  decision  the  Supreme  Court  ruled  5 
against  Ms.  Atwater.  justice  Sandra  Day  O'Connor's  bli. 
ing  dissent  rightly  noted  that  the  officer's  conduct  "defies 
sense  of  proportionality  and  is  in  serious  tension  with 
Fourth  Amendment's  proscription  of  unreasonable  seizu 

The  state  of  Texas  is  considering  passing  a  law  prohib: 
such  unreasonable  conduct.  Other  states  should  follow  s 


QUINTESSENTIAL  AMERICAN  STORY 

AN  EXTRAORDINARY  MAN,  LESLIE  C.  QUICK  JR.,  DIED  AT  THE  business  the  way  everyone  eke  did.  He  also  had  an  eye  for  ma 
age  of  75  in  March.  He  epitomized  the  best  characteristics  of    money  in  unglamorous  areas.  In  the  early  1980s  he  began  ace 


America,  working  his  way  up  from  humble  beginnings  to 
achieve  great  wealth  and  the  esteem  of  those  who  knew  him. 
He  exhibited  iron  nerves  and  a  fantastic  entrepreneurial  bent. 
The  Forbes  family  got  to  know  Les  and  his  family  when  he 
worked  here  at  Forbes  in  the  1950s  and  1960s.  As  did  FORBES 
magazine's  founder,  my  grandfather 
B.C.  Forbes,  Les  wanted  to  found  and 
run  his  own  show.  Ultimately  he  set  up 
a  brokerage  business,  Quick  &  Reilly,  in 
1974.  Fixed  brokerage  commission  rates 
were  abolished  on  "May  Day"  in  1975. 

Les  soon  realized  there  might  be  a 
market  for  steep  discounts  on  trading 
stocks.  Was  he  ever  right!  His  discount 
brokerage  firm  flourished,  and  Wall 
Street  has  never  been  the  same.  Les  fig- 


ing  New  York  Stock  Exchange  specialist  firms.  The  compc 
specialist  arm  now  trades  426  stocks  that  account  for  17%  oi 
Big  Board's  volume.  Many  thought  this  business — providinj 
derly  trading  in  assigned  stocks — would  be  destroyed  by  com 
ers.  Where  others  saw  only  peril,  Les  saw  profitable  opportu 
He  also  went  into  the  unromantic  bli 
crative  business  of  settling  trades.  In  I 
his  firm  merged  with  Fleet  Finar 
Group,  now  FleetBoston  Financial  C 
In  addition  to  his  business  sua 
Les  exhibited  another  very  Amer 
characteristic:  effective  charitable 
ing.  He  took  special  delight  in  hel] 
inner-city  kids.  I,  myself,  warmh 
member  what  turned  out  to  be 
other  one  of  his  charities:  genero 


ured  out  how  to  prosper  by  not  doing  Leslie  c  Quick  ^  was  always,  profitably,  on  the  go.   aiding  my  political  activities. 

RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


•  Cramercy  Tavern-42  East  20th  St.  (Tel.:  477-0777).  This 
place  gets  better  and  better.  Try  the  delicious  tuna  tartare,  the 
crab  fondue  and  the  roasted  grain- fed  chicken.  For  dessert 
don't  miss  the  tapioca  pudding  or  the  rhubarb  cobbler. 

•  Russian  Samovar-256  West  52nd  St.  (Tel.:  757-0168).  The 
perfect  place  for  a  good  meal  and  a  good  time,  this  place  is 
down-home,  somewhat  frumpy  and  a  pure  joy.  The  chicken 
Kiev,  the  beef  StroganofF,  the  blini  and  borscht  are  all  that  these 
classic  standards  should  be.  And  the  flavored  vodkas  are  great. 


#  Sushi  Samba— 245  Park  Ave.  South,  between  19th  and  20th 
(Tel.:  475-9377).  This  chain  offers  a  hip  combo  of  teriyaki  m 
tequila,  and  overall  the  results  are  tasty.  Grilled  foods  are  e 
dally  successful,  and  the  classic  sushi  and  sashimi  are  first-r; 

*  Fleur  de  Sel-5  East  20th  St  (Tel.:  460-9100).  A  cozy,  uni 
tentious  place  where  the  service  is  tops  and  the  food  is  ten 
Savor  the  pea  soup  with  truffle  ravioli,  the  sauteed  venison  j 
a  beet  licorice  sauce  and  the  pan-seared  king  salmon  with  co 
clams.  The  cheese  course  is  excellent;  the  desserts,  exquisite. 
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But  now  independent,  with  the  ability  to  focus 
r  before  on  the  opportunities  that  lie  ahead. 
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I      1    How  communications  happens:' 


OTHER  COMMENTS 


If  A  is  a  success  in  life,  then  A  equals  xplus  y  plus  z.  Work  is  x; 
y  is  play;  and  z  is  keeping  your  mouth  shut. 

—ALBERT  EINSTEIN 


Face  the  Facts  The  top  1%  of  taxpayers  pay  about  one- 
third  of  all  income  taxes.  The  top  5%  pay  more  than  half.  The 
top  10%  pay  nearly  two-thirds.  The  top  25%  pay  more  than  $4 
of  every  $5.  Occasionally,  the  purveyors  of  envy  acknowledge 
this  inconvenient  fact.  Yes,  admits  the  Washington  Post's  colum- 
nist E.J.  Dionne  Jr.,  "The  weaithy  pay  the  most  taxes"  but  "they 
have  also  made  the  greatest  gains  in  the  past  decade."  Eh?  Let's 
run  through  this  one  more  time.  Tax  cuts  should  go  to  the  peo- 
ple who  pay  taxes.  The  fact  that  some  higher- income  people 
made  great  gains  in  the  1990s  means  they  are  paying  even  more 
in  taxes.  So,  they  should  receive  more  back,  unless  one  believes 
Uncle  Sam  is  the  great  benefactor  who  generously  allowed  them 
to  earn  more.  And,  that  all  money  really  belongs  to  the  govern- 
ment, so  increased  earnings  are  the  equivalent  of  a  tax  cut. 

—DOUG  BANDOW,  senior  fellow, 
Cato  Institute,  Washington  Times 

DangerOUS  Decision  In  upholding  the  arrest  of  a 
Texas  soccer  mom  for  failing  to  fasten  her  seat  belt,  the  U.S. 
Supreme  Court  has  given  its  blessing  to  an  unconscionable 
abuse  of  police  power.  In  his  majority  opinion,  Justice  David 
H.  Souter  conceded  that  Gail  Atwater  was  the  victim  of  "gra- 
tuitous humiliations"  and  "pointless  indignity."  But  he  de- 
clined to  hold  that  arresting  someone  for  an  offense  that  is 
usually  handled  by  a  summons  was  an  "unreasonable" 
seizure.  The  court  could  have  ruled  differently  in  this  case. 
[Had  it  done]  so,  the  court  would  have  been  true  to  its  estab- 


hire  lots  of  smart  people  to  work  for  me." 
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lished  role  as  a  watchdog  over  overzealous  policing.  In; 
presented  with  the  ordeal  endured  by  Ms.  Atwater  am 
children,  the  court  shrugged  its  collective  shoulders. 

— Pittsburgh  Post-Gt 

A  Real  Solution  Congressman  John  Doolittle  dc 
dream  the  impossible  dream  of  purging  money  from  po 
He  recognizes  that  campaign  giving  and  spending  are  f 
of  political  speech  under  rulings  by  the  U.S.  Supreme  C 
And  he  understands  that  much  of  the  perversity  of  cu 
campaign  practice  flows  from  the  previous  attempts  to  i 
money  go  away.  With  full  public  disclosure,  candidates  ^ 
have  to  face  the  political  consequences  of  the  money  the 
cept.  If  tobacco  money  was  involved,  say,  then  an  oppc 
would  be  free  to  make  that  a  campaign  issue.  It's  hard  to  L 
ine  a  worse  system  than  today's,  in  which  unions  and  the  I 
among  others,  can  run  "independent  expenditures"  in 
paigns  with  almost  no  disclosure,  but  which  have  very  re; 
fluence  on  Congressional  votes  later.  Eliminating  limits  w 
make  the  special  interests  arguably  less  influential,  not  n 

— Wall  Street  Jot 

Fleeced  When  the  24  crew  members  of  the  United  S' 
EP-3  spy  plane  made  their  emergency  landing  on  Haina 
land  on  April  1  they  didn't  have  Chinese  visas.  A  small  c 
to  some,  but  not  to  the  Chinese  visa  officials  who,  b« 
their  departure,  slapped  each  crew  member  with  a  500 
minbi  ($60)  fine  for  each  of  the  1 1  days  that  they  were 
in  detention  on  the  southern  Chinese  island.  That's  the : 
dard  daily  fine  for  any  foreigner  who  overstays  his  vi; 
China.  The  grand  total  came  to  132,000  renminbi  or  clo 
$  1 6,000.  Of  course,  that's  in  addition  to  the  $80  million  \ 
of  the  EP-3  spy  plane  that  Beijing  is  still  holding  on  tc 
spite  demands  from  Washington  that  it  be  returned. 

— Far  Eastern  Economic  Re 

It's  Never  Too  Late  Here's  the  most  impori 

thing  you  need  to  know  for  success:  Identify  your  true 
ents.  We're  all  born  with  a  grab  bag  of  gifts  and  gaps.  T" 
deeply  about  yours;  identify  them  clearly;  then  find  out 
to  use  them  to  make  money! 

Go  back  and  read  that  paragraph  again.  I  don't  care 
old  you  are.  It  is  never  too  late  to  use  the  gifts  God  gave 
Get  off  your  duff  and  do  it  now! 

—BILL  O'REILLY,  The  O'Reilly  Factor 


Books,  CDs,  electronics,  toys,  software.  You  name 
it,  you  can  find  it  at  Amazon.com.  But  when  it  was 
time  for  these  online  pioneers  to  do  some  shopping 
of  their  own,  they  turned  to  SAS.  That's  because 
we  delivered  just  whatAmazon.com  was  searching 
for  -  the  next  generation  of  thinking  on  data  min- 
ing and  e-Intelligence:  And  a  reliable  way  to  make 
sense  out  of  an  overwhelming  volume  of  raw  Web 
data.  So  now  the  folks  at  Amazon.com  can  learn 
more  about  what  their  online  shoppers  really  want. 
Leverage  supplier  relationships  for  reduced  costs. 
And  ensure  that  everyone  is  working  together  to 
make  each  customer  experience  better  than  the  last. 
To  find  Out  what  SAS  could  do  for  your  business, 
call  us  at  800-727-0025  or  stop  by  www.sas.com. 


et  SAS  "''ibVji^R  fjioo-itLor  se^'ce  ndc-es  are  'ey  stereo  ttacJe'tid'Ks  01  natjerria'"-.,  ol  6AS  li  ■-'  I  jle 

:  f.jlffc-       ".i'.;.V    ,bA  'tj-j./rdliyn  5.  £001  SASlfsl.lii'e  Inc  42360US.OS01 


The  Power  to  Know. 


e-Intelligence 


M 


©  2000-2001  Research  In  Motion  Limited  (RIM)  All  rights  reserved 
BlackBerry  is  an  end-to-end  wireless  email  solution  developed 
by  RIM  BlackBerry,  the  BlackBerry  logo,  the  "envelope  in  motion'' 
symbol,  RIM,  the  RIM  Wireless  Handheld  family  of  marks  and 
the  RIM  logo  are  trademarks  or  registered  trademarks  of  RIM. 


less  email  that  means  business. 


hWRATTN 


IT. 


erry™  lets  you  take  care  of  your  email  wherever  business  takes  you.  It's  the  best  way  to  stay  www.blackberry.net 
ted  and  manage  your  inbox  on  the  go.  No  dialing  in.  No  antenna  to  raise.  No  effort  required.  info@blackberry.net 
ice  BlackBerry  works  with  your  existing  office  email,  it  eliminates  the  hassle  of  multiple 
;es.  It  even  syncs  with  your  calendar  on  the  fly  -  so  you'll  always  be  on  top  of  things.  BlackBerry 
vireless  email  solution  that  keeps  today's  business  leaders  in  the  know,  wherever  they  gO.      WIRELESS  EMAIL  SOLUTION 


BLACKBERRY 


IOMMENTARY 


n  Events  at  Home  and  Abroad 

y  Caspar  W.  Weinberger,  chairman 


JAPAN  AND  SOUTH  KOREA:  LOOKING  UP 


N,  VISITED  IN  MID-APRIL,  SEEMED  TO  BE  SUFFERING 
t  a  mild  form  of  schizophrenia.  When  we  first  arrived,  there 
i  general  expression  of  pessimism.  The  government's  poli- 
to  spur  consumer  spending  had  not  persuaded  people  to 
nto  their  long-held  savings.  Unemployment,  a  new  and 
t  unwelcome  phenomenon,  was  rising,  and  the  economy 
stagnant,  with  few  signs  of  change.  But  within  two  days  the 
d  had  changed.  It  was  as  if  the  tide  had  been  at  neap  for 
ong  and  had  suddenly  turned,  and  optimism,  like  the  new 
rs  of  the  rising  tide,  began  to  flow  back  into  the  system, 
"his  change  was  the  result  of  Junichiro  Koizumi's  unex- 
ed  election  as  head  of  the  ruling  Liberal  Democratic 
y  and  then  as  prime  minister.  Mr.  Koizumi's  principal 

seems  to  be  that  he  is  different.  Japan,  and  the  rest  of 
vorld,  had  expected  that  the  new  prime  minister  would 
at  from  the  same  cloth  as  his  predecessors — men  grown 
as  they  rose  in  power  by  not  rocking  the  boat  and  who, 
ly,  were  not  receptive  to  the  need  for  major  change, 
'he  sudden  emergence  of  a  new,  comparatively  young 
dynamic  figure  who  speaks  of  major  structural  re- 
i — of  stopping  the  government's  practice  of  spending  to 
j  up  badly  run  companies  whose  survival  depends  on 
e  loans  from  badly  run  banks — was  heady  stuff.  Of 
se,  Prime  Minister  Koizumi  may  not  be  able  to  persuade 
uling  majority  coalition  to  go  along  with  his  new,  much 
ed  proposals.  But  for  the  present  there  is  hope. 
Koizumi's  new  cabinet  choices  underline  his  intention  to 
ge  things.  Within  a  17-member  cabinet,  he  has  named 
men,  including  Japan's  first  female  foreign  minister,  the  re- 
)table  Makiko  Tanaka,  daughter  of  a  former  prime  minis- 
Is.  Tanaka  and  most  of  her  colleagues  have  not  been  active 
ibers  in  any  of  the  old  factions.  The  new  economic  minis- 
leizo  Takenaka,  is  an  economist  from  Keio  University  and 
>een  a  strong  voice  for  fiscal  reform.  He  also  advocates  cut- 
up  to  80%  of  government  spending  on  public  works, 
afs  heretofore  preferred  method  of  economic  stimulation. 
Tie  new,  nonfactionist,  nontraditional  cabinet  was  gen- 
y  well  received.  When  we  asked  many  of  the  28  Japanese 
ness  and  other  leaders  with  whom  we  met  how  such  a 
:lysmic  shift  had  come  about,  most  said  that  the  people 

tired  of  failure.  Others  expressed  it  in  simple  political 
is:  "The  LDP  wants  to  win,  not  lose,  this  year's  election." 
)ne  welcome  change  for  Japan  is  the  new  Bush  Adminis- 
3n's  sharp  reversal  of  the  Clinton  Treasury's  insistence  on 
i  government  spending.  Japan's  gross  government  debt 
arly  1 40%  of  GDP;  long-term  debt  exceeds  income  by 


15  times.  The  end  of  the  Clinton  policy  is  a  major  plus  for  Japan. 

Both  NEC  and  Fujitsu — major  manufacturers  of  chips, 
among  other  electronic  gear — reported  results  below  estimates, 
but  still  showed  increases  in  total  sales,  with  NEC  realizing  a  siz- 
able profit.  Both  support  reform,  including  changes  in  labor 
laws  and  the  removal  of  barriers  to  investment.  DoCoMo,  the 
cell  phone  company,  is  a  stunning  success,  with  more  than  20 
million  subscribers  to  its  i-mode  service.  These  and  other  major 
Japanese  companies  depend  on  a  strong  U.S.  import  economy. 

If  Prime  Minister  Koizumi  can  sustain  hope  and  opti- 
mism, that  will  induce  an  increase  in  buying  (private  con- 
sumption accounts  for  about  60%  of  GDP),  and  many  of 
Japan's  current  economic  problems  will  be  on  the  way  to 
being  solved.  And  the  economy  will  eventually  boom  again. 

South  Korea 

This  nation  withstood  the  worst  of  the  1997-98  Asian  economic 
slump  and  has  implemented  some  of  the  same  reforms  Japan 
must  now  put  in  place.  But  President  Kim  Dae  Jung  has  too 
readily  accepted  the  government  of  North  Korea  as  being  trust- 
worthy. In  light  of  this,  President  Bush's  decision  to  modify 
President  Clinton's  policy  of  appeasement  vis-a-vis  the  North  is 
particularly  timely.  Kim's  rather  erratic  governing  style  has  sown 
considerable  uncertainty  about  the  path  South  Korea  will  take 
in  the  future.  Indeed  it  is  frequendy  mentioned  that,  prior  to  be- 
coming president,  Kim  Dae  Jung  had  spent  his  political  life  in 
opposition  and  so  had  no  experience  in  governing.  Because  the 
office  of  president  is  restricted  by  term  limits,  Kim  cannot  run  in 
the  next  election,  and  as  his  party  has  no  clear  successor  in  the 
offing,  there  are  signs  of  political  change.  In  municipal  elections 
last  month  the  president's  supporters  lost  every  major  city. 

The  good  news  is  that  South  Korea  has  a  basically  strong 
economy  and  enormously  talented  entrepreneurs,  managers 
and  employees.  It  also  plays  a  leadership  role  in  Asia.  But,  as 
with  Japan,  South  Korea's  economy  is  greatly  affected  by  the 
behavior  of  the  U.S.  economy.  A  perceived  weakness  in  the 
U.S.  can  produce  instability  in  South  Korea. 

South  Koreans,  however,  seem  more  interested  in  next 
year's  World  Cup,  which  they  are  co-hosting  with  Japan.  It  is 
hard  to  overestimate  the  national  passion  for  soccer.  Many 
new  stadia  are  being  built,  huge  crowds  of  tourists  are  ex- 
pected, and  the  nation  is  poised  for  the  kind  of  success  it 
achieved  with  the  1988  Olympics  and  the  1986  Asian  games. 

South  Korea  is  a  good  friend  and  we  must  endeavor  to 
keep  our  relationship  stable.  The  U.S.  seems  to  be  headed  in 
the  right  direction. 
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REVOLUTION  A-COMIN' 


MINGS  THAT  DETHRONE  KINGS  AND  CREATE  NEW  WORLD 
rs  bubble  up  from  below.  The  first  silicon  chip  didn't  come 
i  Bell  Labs  or  IBM  Research:  It  was  born  in  a  tin  shed  on 
once  covered  by  an  orchard.  The  microprocessor  came 
i  a  three-year-old  startup.  The  first  PCs  were  shipped  in  kits 
assembled  by  lonely  geeks  who  smelled  ripe  and  couldn't 
a  date.  Microsoft  got  its  start  in  the  dark  of  night  on  "bor- 
:d"  computer  time  at  Harvard.  One  founder  had  a  beard; 
•ther  probably  couldn't  grow  one. 

Tie  Internet  started  big,  of  course.  It  rose  out  of  a  1969 
nse  Department  project.  But  the  Net's  commercial  life 
n  small  and  was  spurred  by  no  company  of  note.  AT&T,  of 
note,  turned  down  a  chance  to  buy  the  Internet  in  1972. 
Vhat  the  kings  do  is  miss  the  revolution.  No  mainframe 
puter  companies  succeeded  in  minicomputers.  No  mini- 
ers — none — have  succeeded  in  micros.  In  fact,  the  king 
tinis,  Ken  Olsen,  said  in  1985,  to  his  lasting  regret,  that 
PC  would  never  amount  to  much  because  it  couldn't 
municate.  Makers  of  8-inch  disk  drives  missed  the  move 
.25  inch.  The  5.25  victors  were  still  drunk  on  bubbly 
i  their  camps  were  torched  by  the  3.5-inch  guys, 
uid  so  it  goes.  The  winners  in  our  biggest-stakes  race — the 
to  build  out  last-mile  broadband — are  likely  to  be  up- 
s,  too.  The  shock  is  that  anyone  would  think  otherwise. 

e  Tech  Is  Disruptive 

a  minute!  Doesn't  the  failure  of  the  dot-coms  to  unseat 
tings  of  commerce  squash  the  above  argument?  Etoys 
i  to  push  Toys  "R"  Us  off  the  stage,  ran  out  of  money  and 
.  Webvan,  that  great  grocery  store  killer,  killed  its  own  in- 
>rs.  Scient  and  Viant  have  few  clients.  They  chose  to  re- 
l  at  EDS  and  Accenture.  In  short,  the  kings  have  learned  to 
e  back.  Isn't  that  the  real  lesson  of  the  dot-com  carnage? 
Veil,  maybe.  To  be  fair,  2001  is  only  about  ten  seconds  after 
/Veb's  big  bang.  The  ultimate  victors  in  e-commerce  are 
o  be  determined.  Maybe  the  2000  version  of  Webvan  was 
g.  How  about  the  2006  version,  when  the  customer's  flat- 
:1  display  on  the  refrigerator  door  is  always  on  and  re- 
ids  to  voice?  Webvan's  successor  may  yet  be  successful, 
(esides,  e-commerce  is  one  thing;  technology,  quite  an- 
r.  In  pure  technology,  startups  are  far  more  likely  to  top- 
ings.  Need  a  current  example?  None  of  today's  PC  kings 
the  potential  for  handheld  computers.  Quite  the  oppo- 
They  scorned  handhelds.  Likewise,  few  of  today's  kingly 
enders  for  delivering  last-mile  broadband  to  businesses 
homes  will  prevail. 


It's  hard  to  like  the  Internet  once  you  get  fat  and  happy. 
When  you're  king,  you  like  to  control.  (And  kings  begin  to 
attract  conservative  shareholders  who  desire  a  predictable 
earnings  stream.)  Nobody  yet  has  figured  out  how  to  control 
the  growth  or  direction  of  the  Internet.  Its  very  design  was 
the  antithesis  of  control;  the  Defense  Department  designed  it 
so  packets  of  information  could  find  their  own  way  from 
point  to  point.  Lack  of  control  is  why  AT&T  elected  not  to 
buy  it  in  1972.  Microsoft  was  slow  to  "get"  the  Internet  be- 
cause it,  too,  couldn't  figure  out  how  to  drive  it. 

Net's  Paradox 

The  Internet  grows  from  the  bottom  up.  It's  about  pods 
of  tiny  local  networks  growing  larger  and  more  populous 
and  finally  meshing.  Think  mushrooms.  Cisco  built  its  em- 
pire selling  routers  to  connect  LANs  to  each  other.  But  even 
Cisco  now  finds  itself  too  big  and  successful  to  feel  easy  about 
unpredictable  growth. 

When  you  make  a  list  of  kings  who  might  build  out  last- 
mile  broadband  to  homes  and  small  offices,  you  shake  your 
head  and  tear  it  up.  Kings  like  the  Internet  about  as  much  as 
they  like  democracy.  The  local  phone  giants  have  huge  in- 
vestments in  copper  wires  and  switches,  so,  despite  what  they 
say,  they  dislike  the  Internet.  The  cable  carriers  make  money 
from  subscriptions,  not  pipes.  Rats,  nobody  likes  to  pay  for 
information  on  the  Internet.  European  wireless  spectrum 
holders  are  in  the  same  boat.  Control  freaks,  deep  in  debt— 
yep,  forget  about  a  happy  marriage  between  3G  and  the  Net. 

The  only  network  protocol  designed  for  uncontrolled 
growth  is  ethernet.  Winners  in  wired  broadband  delivery, 
therefore,  are  likely  to  be  startups  that  exploit  "metro  fiber 
gigabit"  ethernet,  like  Yipes,  first  mentioned  here  June  12, 
2000,  and  Telseon. 

Over  wireless,  the  ethernet  equivalent  is  WiFi,  or  the 
IEEE  802.11b  protocol  if  you  prefer  geek  speak.  WiFi  uses 
public  spectrum  and  needs  only  a  $300  antenna  and  a  $99 
card  in  your  laptop.  Starbucks  is  installing  WiFi  in  80%  of  its 
stores.  While  enjoying  their  lattes,  customers  within  100 
yards  of  a  WiFi  antenna  can  get  1 1  megabits-per-second  on 
their  laptops.  Venture  capital  is  pouring  into  WiFi. 

Keep  your  eye  on  the  revolutionaries — metro  fiber  ether- 
net and  WiFi.  In  a  partnership  with  long-distance  fiber  carri- 
ers, such  as  Level  3,  or  even  electric  utilities,  they  could  give 
the  phone  and  cable  kings  a  bad  case  of  heartburn.  F 


PYlfh^C  I  To  see  past  D'8',al  Rules  columns,  visit  our  Web  site  at 
^uih'om  I  www.forbes.com/karlgaard. 
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airliners  That  Mach  0.95  Sonic  Cruiser 
from  Boeing  will  never  fly.  Here's  why. 

BY  HOWARD  BANKS 

ALAN  R.  MULALLY'S  PROMOTION  FROM  PRESIDENT  TO 
chief  executive  officer  of  Boeing's  commercial  air- 
liner operation  in  March  was  not  the  joyous  occasion 
it  might  have  been.  That  same  week  he  had  to  cancel 
two  new  airplane  projects — an  updated  longer-range  version 
of  the  270-seat  767  and  the  747X  update  of  the  35-year-old 
jumbo  that  seats  416. 

But  the  youthful  Mulally,  55,  wasn't  down  for  long.  Like  a 
magician  waving  his  wand  to  divert  attention,  he  pulled  a 
new  design  out  of  a  hat — or  rather,  out  of  a  computer  graph- 
ics program.  It  portrays  a  startling  new  plane  quite  unlike  the 
two  conventional  ones  he  had  scrubbed.  This  one  Mulally 
called  the  Sonic  Cruiser,  since  he  says  it  is  planned  to  fly  at 
Mach  0.95  (95%  of  the  speed  of  sound).  In  a  compromise 
between  speed  and  economy,  today's  planes  fly  at  around 
Mach  0.85,  or  550  miles  an  hour  when  cruising  at  35,000  feet. 
By  flying  much  faster,  just  below  the  sound  barrier,  and  at 
higher  altitudes  than  today's  planes  do,  Mulally  said  the 
Sonic  Cruiser  would  save  an  hour  and  a  half  on  a  North  At- 
lantic route  and  two  and  a  half  hours  across  the  Pacific. 

Astounding  stuff — high  speed,  9,500-mile  range,  up  to 
250  passengers  in  a  two-aisle  layout.  Everyone  from  aviation 
analysts  to  airline  bosses  applauded.  There  were  subtle 
caveats,  though.  Continental  boss  Gordon  Bethune  put  it  this 
way:  "If  they  can  do  what  they  say  they  can,  we  will  be  first  to 
order.  It  will  change  the  way  that  we  see  the  market.  But  op- 


erating costs?  That  is  a  big  bet." 

It  sure  is  a  big  bet.  There  is  a  very  good  chance  that  hi 
operating  costs  will  kill  this  plane.  There  is  even  a  g 
chance  that  Mulally  expects  as  much  and  ordered  up  tfri 
lease  of  the  radical  design  more  as  a  morale  booster  than 
serious  business  proposition. 

Nobody  is  talking  for  the  record  (Boeing  has  sworn 
pliers  of  parts  to  silence).  However,  industry  insiders 
have  looked  at  this  plane  design  estimate  that  its  ope 
ing  costs  would  be  12%  to  15%  greater  than  the  76/ 
plane  would  replace.  Covering  that  higher  cost  wouk 
quire  flying  mostly  expense  account  passengers  willin 
pay  a  20%  premium  over  today's  fares,  a  tough  sell  f 
15%  savings  in  time.  The  last  time  Boeing  proposed  a 
sign  with  higher  operating  costs  than  the  plane  it  wa 

Rise  of  Airbus  


Boeing  long  regarded  Europe's  Airbus  Industrie  as  a 
subsidized  make-work  project.  No  longer.  The  Europeans 
will  soon  surpass  Boeing  in  airliner  deliveries. 
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It's  possible  the  proposed 
aircraft  was  ordered  up 
more  as  a  morale  booster 
than  as  a  serious  idea. 


ce  (the  7J7  in  1984),  the  design 
d  in  the  waste  bin. 
ael  burn  is  the  big  problem  for 
lly's  rocket.  Making  an  aircraft 
ster  requires  using  bigger  en- 
i — in  this  case  engines  of  the 
size  as  those  on  the  much  larger 
>assenger  777  (around  80,000  to 
)0  pounds  of  thrust,  versus 

0  pounds  for  a  767).  The  larger  engine  weighs  more  and 
5  more  fuel  than  the  engines  on  the  767.  This  requires  a 
r  aircraft  structure,  which  weighs  more  and  adds  to  the 
;d  engine  thrust.  And  so  the  spiral  goes,  the  wrong  way 
:onomy. 

/en  though  enginemakers  think  that  such  costly  new 
lology  as  contra-rotating  turbines  may  help,  they  esti- 
that  the  proposed  plane  would  burn  35%  more  fuel  per 
nile  than  today's  767. 

[ulally's  paper  rocket  illuminates  the  designer's  conun- 
i.  The  plane's  wing  is  big — to  provide  the  extra  sweep 
•  needed  to  reduce  aerodynamic  drag  when  flying  at 
•r  speed  and  to  carry  all  the  fuel.  There  is  a  third  reason 

1  that  wing,  a  reason  that  also  requires  that  the  engines 
>t  only  big  but  have  an  old-fashioned  4-to- 1  bypass  (the 
of  the  cold  air  going  through  the  large  fan  at  the  front  of 
igine  against  the  hot  air  being  burned  in  the  core).  The 
•r  the  ratio  the  better  the  fuel  economy;  today's  airliners 
round  8-to-l. 

he  added  reason  is  the  need  for  extra  lift  to  zoom  Mu- 
.  craft  to  its  45,000-foot  cruising  altitude  fast.  If  it  does 


not  climb  quickly,  it  risks  getting 
stuck  in  the  air  traffic  control  line 
with  slower  planes.  If  the  rocket  does 
not  get  to  altitude  ahead  of  slower 
planes  its  time  advantage  would  dis- 
appear, but  it  all  costs  a  ferocious 
amount  of  fuel. 

Boeing's  commercial  people 
hoped  that  announcing  the  Sonic 
Cruiser  would  upstage  the  Europe- 
based  Airbus  Industrie  at  a  time  when 
Airbus  is  a  bit  vulnerable.  Airbus  has 
been  making  embarrassing  inroads  in 
recent  years  into  Boeing's  commercial 
aviation  business  (see  chart,  opposite), 
but  lately  it  has  had  some  problems. 
Both  of  the  updated  long-range  ver- 
sions of  the  Airbus  A340  (the  A340- 
500  and  A340-600)  are  too  heavy. 
Meanwhile,  Airbus  engineers  are  hav- 
ing to  work  like  hell  to  tweak  the 
A380's  performance  to  match  what 
the  salesmen  have  promised. 

The  Europeans  were  surprised  by 
Mulally's  announcement,  but  were 
not  intimidated.  They  know  that  the 
Sonic  Cruiser  is  just  one  of  at  least  20 
outline  projects  in  Boeing's  com- 
puter under  the  rubric  20XX,  an  un- 
fruitful development  program  that 
began  some  years  ago  looking  for  a 
possible  new  supersonic  airliner. 
There  are  no  engineering  models  of 
the  Sonic  Cruiser  design,  no  wind  tunnel  work  has  been 
done  on  this  particular  shape  and  there  are  no  detailed  spec- 
ification requirements  such  as  maximum  take-off  weight. 
Airbus'  reaction  was  to  go  to  its  advertising  graphics  pro- 
gram and  dig  out  an  even  more  wigged-out  computer  doo- 
dle, this  one  with  wings  swept  forward  instead  of  aft  and  en- 
gines mounted  on  stalks. 

Contrast  this  light-hearted  rebuff  with  what  else  is  under 
way  at  Boeing,  which  is  at  a  critical  point  in  its  history.  Cor- 
porate headquarters  are  to  be  moved  from  its  85-year  home 
in  Seattle — a  signal  that  the  commercial  business  will  no 
longer  dominate  the  company.  And  quite  soon  Airbus  will 
catch  up  to  Boeing  in  plane  deliveries.  Industry  analyst  Ed- 
mund S.  Greenslet  forecasts  that  Airbus  will  achieve  a  small 
but  permanent  delivery  advantage  over  Boeing  by  2007. 

By  dropping  the  747X,  Boeing  has  cried  "uncle"  in  its  fight 
with  the  Airbus  A380.  Mulally  has  indirectly  acknowledged, 
through  the  Sonic  Cruiser,  that  he  has  to  come  up  with  a  re- 
placement for  the  767-size  market  (where  Boeing's  sales  have 
been  slowing).  The  problem  is  that  the  Sonic  Cruiser  looks  like 
something  that  will  never  get  off  the  ground.  F 
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Old  Dog, 
New  Tricks 

investing  Sir  John 
Templeton  spent  decades 
looking  for  undervalued  stocks 
that  would  rise.  Now  he's  betting 
millions  on  those  that  fall,  timed 
to  lockup  expirations. 

BY  VICTORIA  MURPHY 

SIR  JOHN  TEMPLETON  MAY  BE  RE- 
tired,  but  he's  as  nimble  an  in- 
vestor as  ever,  making  a  killing  on 
the  tech  slide.  Long  ago  he  earned  a 
place  in  the  Wall  Street  pantheon  by 
spotting  undervalued  winners  world- 
wide in  unfavored  markets,  like  Japan 

Taking  advantage  of  in  the  1960s  and 
insanity:  Templeton.    Peru  in  the  1980s. 

Since  selling  his 
mutual  fund  em- 
pire to  Franklin 
Resources  in  1992, 
the  U.S.-born  Ba- 
hamian resident — 
Queen  Elizabeth 

I knighted  him  in 
1987 — has  mainly 
been  minding  his 
philanthropic 
pursuits. 
But  then  last 
year  the  money  master  saw  an  oppor- 
tunity he  couldn't  resist:  shorting  tech 
stocks.  Now,  that  may  sound  like  an 
obvious  move.  Tech  stocks  have  been 
pretty  much  tumbling  since  March 
2000.  Templeton,  however,  arranged 
his  short-position  schedule  with  his 
broker  in  January  2000,  when  techs 
were  hot.  Gains  thus  far:  S86  million. 

Templeton  slated  his  short  positions 
to  take  effect  1 1  days  before  lockup  ex- 
pirations— that  point,  usually  six 
months  after  an  initial  public  offering, 
when  insiders  are  allowed  to  sell  their 
stock.  He  focused  on  tech  shares  selling 
at  three  times  the  price  set  in  the  initial 
offering,  rightly  figuring  company  in- 
siders would  cash  out  some  of  their  ab- 


surdly valued  holdings,  putting 
downward  pressure  on  stock 
he  suspected  was  due  to  fall 
anyway.  "Insider  selling  was  the 
trigger  but  not  the  main  dri- 
ving force,"  he  says. 

Like  other  value  investors, 
he  was  agog  at  the  market's 
frothiness.  "This  is  the  only 
time  in  my  88  years  when  I  saw 
technology  stocks  go  to  100 
times  earnings;  or,  when  there 
were  no  earnings,  20  times 
sales,"  says  Templeton.  "It  was  insane, 
and  I  took  advantage  of  the  temporary 
insanity." 

He  shorted  84  Nasdaq  stocks,  taking 
positions  averaging  $2.2  million  each. 
In  nearly  half  of  the  shorts  he  waited 
until  prices  dropped  to  5%  of  what  he 
paid,  thereby  cleaning  up  on  such 
names  as  Foundry  Networks,  Break- 
away Solutions  and  Vitria  Technology 


The  Knight's  Shorts 


In  January  2000,  when  the  bull  market  still 
Templeton  presciently  figured  tech  stocks  w| 
overvalued.  Here's  a  partial  scorecard  of  his 

Company 

PL.  J 

short 
price 

Position 
($mil) 

n  1.4. 

Protit 
(Str 

Breakaway  Solutions 

$55 

t'O  1 

52.1 

S2 

Finisar 

21 

2.9 

-0J 

Foundry  Networks 

202 

2.0 

1. 

Netro 

72 

1.9 

-1. 

Vitria  Technology 

86 

1.9 

i| 

Vyyo 

31 

2.0 

i. 

Stocks  that  sank  to  5%  of  Templetons 

purchase  price. 

(see  table).  At  other  times  he  close 
his  positions  once  the  stock 
dipped  below  30  times  trailing 
ings.  He  took  losses  early,  quickly  < 
ing  positions  where  the  stock  prii 
creased  post-lockup. 

The  early-2000  overpricing  of 
daq  is  what  they  call  a  once-in- 
time  opportunity.  Templeton  dc 
think  it  will  recur  in  his. 


Mommy  Track 

p  E  R  K  s  I  Can't  afford  to  give 
raises  this  year?  Then  try  this 
surefire,  heartrending  trick  to 
buck  up  morale. 

BY  JOANNE  GORDON 

LIKE  MANY  COMPANIES  WATCHING 
costs  these  days,  Cognex  Corp.  in 
Natick,  Mass.  has  chopped  some 
big-ticket  items.  Gone  are  the  $  100  re- 
tail gift  certificates  given  to  all  800  em- 
ployees. Quarterly  meetings  once  held 
in  a  local  hotel  will  now  be  in 
Cognex's  cafeteria.  The  summer  bash 
for  employees'  families — with  elabo- 
rate entertainment  like  circus  per- 
formers— has  been  canned. 

But  there  is  one  perk  Chief  Execu- 
tive Robert  Shillman  won't  touch:  Each 
year  the  $251  million  (2000  revenues) 
Cognex,  which  manufactures  comput- 
ers that  visually  monitor  assembly 
lines,  doles  out  awards  to  the  top  10% 
of  its  work  force,  from  secretaries  to 
engineers.  Winners  get  a  plaque  and  as 
much  as  $10,000  in  cash. 

The  best  part?  In  addition  to  this 


Your  typical 
Robert  Shi! 


effusive  outpouring,  Shillman  5 
letters  to  the  winners'  parents  des 
ing  what  fine,  upstanding  empl< 
their  kids  are.  Shillman  figures  tf 
sponse  he  gets  in  loyalty  is  pricel' 

"I've  had  mothers  call  me  up 
ing  with  thanks,"  he  says. 

Isn't  this  a  bit,  well,  hokey?  N 
Leon  Fortin  Jr.,  a  design  mar 
who,  at  42,  gushes  that  his  pa: 
now  understand  what  a  great 
their  son  is  at  work.  "The  chaii 
took  time  to  write  a  letter  to  tv 
the  most  important  people  ir 
life,"  Fortin  says. 
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orsche  Cars  North  America,  Inc.  Porsche  recommends  seat  belt  usage  and  observance  of  all  traffic  laws  at  all  times.  Specifications  for  comparison  only. 

Boxster  S,  sunflower  field,  Route  55,  CO. 


What  a  dog  feels 
when  the  leash  breaks. 

Instant  freedom,  courtesy  of  the  Boxster  S.  The  250  horsepower  boxer  engine  launches 
you  forward  with  its  distinctive  growl.  Any  memory  of  life  on  a  leash  evaporates  in  the  wind 
rushing  overhead.  It's  time  to  run  free.  Contact  us  at  1-800-PORSCHE  or  porsche.com. 


OU    T  FRONT 

Paradise  Lost 

AUTOS!  The  big  three  put 
all  their  eggs  in  the  truck 
business.  They  may  regret  that. 

BY  ROBYN  MEREDITH 

<■■  iltl  I'Wl  nK  ADh  PHOPI.r  HAVE 
been  trading  in  their  cars  for 
I  rugged  American  sport  utility  vehi- 
cles as  if  they  were  buying  Manifest  Des- 
tiny itself.  For  the  big  three  automakers, 
profits  seemed  limitless,  too:  Ford,  for 
example,  pockets  $13,000  of  gross  profit 
(excess  of  dealer  price  over  manufactur- 
ing cost)  on  each  Excursion,  which  starts 
at  $35,290. 

The  margins  were  so  plump  that 
light  trucks — SUVs,  minivans  and  pick- 
ups— produced  nearly  all  the  profits  for 
the  big  three  last  year:  At  Chrysler  it 
was  100%  of  profits;  General  Motors, 
96%;  and  Ford,  91%. 

While  those  earnings  piled  up  the 
big  three  treated  their  car  business  with 
benign  neglect.  That  allowed  foreign  ri- 
vals to  take  more  car  business.  And  now 
the  light  truck  market  is  growing  over- 


crowded fast,  which  will  make  those 
outsize  profits  a  thing  of  the  past,  start- 
ing this  year. 

Demand  for  light  trucks  seems  to  be 
peaking  at  just  under  half  of  the  con- 
sumer market — about  8  million  of  this 
year's  expected  16  million  vehicles  in  the 
car/light  truck  category.  And,  mean- 
while, 51  new  models  of  SUVs,  minivans 
and  pickups  will  be  introduced  by  2003, 
many  by  foreign  firms.  Buy- 
ers now  can  choose  from  89 
models. 

The  combination  of 
oversupply  and  flat  demand 
means  automakers  will  be 
stuck  with  excess  factory 
space.  Deutsche  Banc  Alex. 
Brown  estimates  capacity 
utilization  for  light  truck 
factories  will  drop  from 
107%  last  year  to  between 
75%  and  80%  in  2005. 

So  look  for  rebates  to  rise  and  prof- 
its to  fall.  Already,  current  Ford  Ex- 
plorer owners  qualify  for  a  $750  dis- 
count on  the  redesigned  2002  model, 
which  went  on  sale  in  March. 

The  saturated  market  will  hurt  the 
American  manufacturers  the  most  be- 
cause of  their  dominance.  In  1996  they 
sold  seven  out  of  eight  SUVs,  pickups 


The  U.S. 
makers 
treated  their 
car  business 
with  benign 
neglect  


and  minivans.  But  with  new  fa 
competition — -even  Porsche  will 
an  SUV — that  should  drop  to  six 
eight  by  the  end  of  the  year,  and 
tinue  to  fall  from  there. 

For  the  big  three,  the  car  side 
business  won't  be  strong  enou 
provide  a  cushion.  The  makers  g 
ally  earn  slim  gross  profit  marg 
3%  to  5%  on  a  bread-and-butter 
size  car  like  a  Ford  T 
or  Chevrolet  Impak; 
lose  money  on  smal 
and  small  pickups.  Oi 
large  luxury  cars  likt 
coins  do  they  enjoy  a 
fortable  profit  margi 
Foreign  makes  ha\ 
of  the  U.S.  car  busines. 
divergence  in  strate 
best  seen  in  the  lov 
market.  GM  is  selling 
urns  with  an  1 1  -yea 
design  and  Chevrolet  Cavaliers  v 
7-year-old  one — and  complainin 
they're  unprofitable.  By  contrast,  ^ 
wagen  scored  with  its  retro  Beetle 
ota  brought  out  its  Echo  compac 
and  a  half  years  ago,  and  Hone 
designed  its  Civic  18  months  ag 
are  profitable,  particularly  wit 
strong  dollar. 

So  the  big  three  are  trying  to 
profits  into  their  car  business  b 
ploiting  global  partnerships.  Fc 
stance,  DaimlerChrysler  will 
some  under-the-skin  Mercedes 
ponents,  like  axles,  for  a  new  Ch 
rear-wheel-drive  car.  GM's  bi 
worldwide  will  share  a  new  sma 
chassis  starting  next  year,  when  S 
finally  gets  a  fresh  design. 

All  this  may  be  too  late.  ln< 
profits  on  cars  have  been  so  feebl 
some  GM  board  members  wonder 
cently  why  the  company  even  n 
them,  according  to  Executive  Vice 
ident  Ronald  Zarella.  But  the  big 
won't  soon  be  leaving  their  rooi 
you  get  out  of  the  car  business,' 
Chrysler  Chief  Operating  Officer 
gang  Bernhard,  "then  what  an 
going  to  manufacture — bicycles? 
is  no  strategy." 
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Now  there  s  a  phone  that 
does  work  in  foreign  countries. 

The  Nextel  /2000p/«s 


phone.  One  number.  Worldwide.™  Nextel  offers  digital  cellular  service  in  over  80  countries,  including  Brazil, 
:o,  Hong  Kong  and  the  United  Kingdom.  So  you  won't  have  to  deal  with  multiple  phones  or  outrageous  hotel 
es.  And  rates  are  comparable  to  international  calling  cards.  In  the  U.S.,  enjoy  the  country's  largest  guaranteed 
gital  network.  To  get  the  /2000p/us  delivered  within  two  business  days,  log  on  to  nextel.com/callabroad. 


>9.99     Order  at:  nextel.com/callabroad 


1-877-607-9014 


NEXTEL 

How  business  gets  done. 


n  standard  AT&T,  MCI  WorldCom  and  Sprint  calling  card  rates  effective  1/02/01.  Two-business  day  shipping  refers  to  purchases  via  the  Web  only.  ©2001  Nextel  Communications,  Inc.  All  rights  reserved.  Nextel,  the 
0,  Nextel  Direct  Connect,  Nextel  Online,  Nextel  Worldwide,  More  ways  than  anyone  to  communicate  with  everyone,  and  How  business  gets  done  are  trademarks  and/or  service  marks  of  Nextel  Communications,  Inc. 
A  The  Stylized  M  Logo  and  all  other  trademarks  indicated  as  such  herein  are  trademarks  of  Motorola,  Inc.  Reg.  U  S.  Pat  &  Tm  Off  All  other  product  names  and  services  are  the  property  of  their  respective  owners. 
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Web  Washer 

appliances  A  lesson  in 
selling  Net-enabled  appliances: 
Don't  mention  the  Net  part. 

BY  SILVIA  SANSONI 

GIOVANNA  BOLZONETTI  WANTED 
a  new  Merloni  washing  machine 
because  it  handles  cashmere  and 
silk  so  gendy.  But  it  also  connects  to  the 
Web.  She  was  jazzed  about  the  prospect 
of  starting  the  delicate  cycle  from  her 
office  PC.  "It'll  redefine  the  meaning  of 
housework,"  says  the  management 
consultant  in  Fabriano,  Italy. 

The  humdrum  appliance  industry 
is  sudsing  at  the  mouth  over  the 
prospect  of  sexier  Web-enabled  wares. 
Whirlpool  has  a  venture  with  IBM  and 
Sun  Microsystems.  Maytag  also  has  a 
deal  with  Sun,  while  GE  has  struck  one 
with  Microsoft.  So  far,  though,  the 
U.S.  giants  have  only  prototypes,  like 
the  Whirlpool  fridge  that  orders  milk 
and  eggs  when  supplies  run  low. 

Before  these  heavyweights  start 
pitching  Web  washers,  they  should 
confer  with  the  Italians.  Last  year 
Merloni  Elettrodomestici  of  Fabriano 
sold  more  than  1  million  networked 
appliances — mostly  washers,  but 
some  ovens  and  fridges,  too.  That 
could  double  this  year,  says  Merloni, 
Europe's  third-largest  appliance 
maker  with  8  million  units  sold  last 
year.  It  expects  80%  of  its  product  line 
to  be  Web-ready  by  2005. 

Its  secret?  Play  down  the  Web  thing. 
Merloni's  $450  e- washer,  Margherita 


2000,  looks  the  same  as  its  regular  wash- 
ers and  costs  no  more.  Merloni  hasn't 
promoted  its  Web  prowess.  "We  don't 
want  to  scare  people  away,"  says  Mer- 
loni's Mario  Cipriani,  a  director. 

Two  years  ago  Merloni  flopped  in 
trying  to  sell  the  Margherita.com,  a 
techier  unit  with  a  wireless  modem 
and  a  SI, 200  price  tag.  It  sold  20  units. 

The  fear  of  a  similar  bomb  state- 
side has  the  white-goods  giants  stand- 
ing pat.  "We  could  put  something  on 
the  market  tomorrow,  but  it  would  be 
too  expensive  and  there  would  be  no 
demand  for  it,"  says  a  GE  spokesman. 
Whirlpool  concurs. 

Merloni  has  jumped  in,  eager  to 
convert  its  growing  base  of  Web  wash- 
ers into  a  lucrative  subscription  busi- 
ness. Service  revenue  is  now  5%  of 
Merloni's  $1.3  billion  in  sales.  Cipriani 
thinks  that  he  can  increase  that  to  30% 
by  2007.  Later  this  year  Merloni  will 
offer  a  sendee  linking  appliances  to  a 
repair  center  that  can  peer  into  a 
washer's  guts  to  see  if,  say,  the  pump 
isn't  draining  properly  For  about  $15  a 
month,  subscribers  can  download 
cooking  programs  for  Merloni  ovens, 
such  as  a  recipe  for  a  cheese  souffle. 

Yet  another  wired  strategy':  Merloni 
plans  to  give  away  washers  and  charge 
50  cents  a  load,  billed  online  to  a  credit 
card.  By  bundling  maintenance  and  re- 
pair services  in  that  fee,  Merloni  expects 
to  generate  $700  in  revenue  per  machine 
over  five  years,  compared  with  $450  if 
the  machine  had  been  bought  outright. 
The  real  upside:  Lease  customers  get  a 
new  machine  after  five  years. 

Some  customers  don't  see  the  need 
for  a  digital  lifeline.  "My  last  washing 
machine  lasted  23  years,  and  I  didn't 
have  to  spend  a  penny  for  mainte- 
nance," says  Renata  Tiepolo  of  Turin. 

Merloni  spent  only  S30  million  in 
five  years  to  Webify  its  product  line; 
Whirlpool  spent  a  hefty  $19  million  in 
just  a  year.  Merloni  hopes  to  create  a 
standard  around  its  networking  soft- 
ware. That's  a  stretch,  but  Merloni's 
Cipriani  has  a  deep  well  of  pride:  "We 
are  actually  doing  something,"  he  says. 
"The  others  are  just  talking."  F 


Agents  on  Stril* 

ENTERTAINMENT  Jll! 
what  we've  been  waiting  for 
more  Hollywood  union  strife 

BY  PETER  KAFKA 

BREAK  OUT  THE  APPLE  MART 
Now  that  a  Hollywood  wr 
strike  has  been  averted,  the 
ventional  wisdom  is  that  the  Scree 
tors  Guild  will  also  come  to  terms 
the  studios.  But  that  doesn't  mean 
seltown  is  free  of  tiffs.  Next  up:  a  I 
between  actors  and  their  agents. 

The  squabble  is  about  essential 
lywood  plot  points — envy  and  m 
Not  content  to  take  a  10%  cut  of 
clients'  paychecks,  agents  want  the 
ity  to  buy  stak< 
production  and 
tribution  compa 
and  to  sell  par 
their  closely 
companies  to  ou 
investors. 

The  agents' 
tract  with  SAG 
hibits  them  from 
any  of  that,  oster 
to  prevent  conflic 
interest — Julia  Roberts,  for  exan 
wouldn't  want  her  agency  pushing  r 
take  roles  in  its  production  firm, 
agents  point  out  that  "personal  r 
agers,"  who  do  more  or  less  the 
work,  don't  operate  under  the  sam 
strictions.  It's  no  coincidence  that  Mi- 
Ovitz,  once  Hollywood's  most  far 
agent,  has  reincarnated  himself  as  a  r 
ager,  placing  TV  shows  on  the  netwc 
Who  would  be  the  likely  inve: 
with  agents?  Advertising  giants  sue 
Omnicom  Group  have  been  taL 
with  the  five  big  Hollywood  ager 
over  the  last  year.  In  theory,  an  Oi 
com  client  like  Pepsi  would  have 
crack  at  an  agent's  stars  and  vice  ve 
The  endgame  in  these  talks  is  ff 
In  the  absence  of  a  new  deal,  agents  i 
simply  begin  flouting  the  expired 
tract;  SAG  could  conceivably  order  it 
tors  not  to  work  with  the  agencies, 
we  wouldn't  bet  on  the  union  this  tirr 


it's  II  o 

Where  s  her  agent9 
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't  it  time  you  saw  a  specialist  about 

that  faraway  look  in  your  eye? 


a.  We  teach  the  world  to  fly. 

:an  see  yourself  as  a  pilot,  its  time  you  saw  the  #1  place  to  start:  a  Cessna  Pilot  Center.  To  bring  that 
I  look  into  focus,  call  toll-free  1-877-FLY  B  FREE  (359-2373).  Or  visit  our  Web  site:  LeamToFly.COm/look34 


Cessna 

Pilot  Center 
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Silver  Lining  Mm 


TECHNOLOGY  There's  so 
much  to  be  thankful  for  when 
the  Nasdaq  goes  down  56%. 


►Good-bye,  Road  Rage 

|    With  50,000  dot-commers 
on  their  duffs,  traffic 
A      congestion  has  loosened 
up.  Commute  time  on  Silicon 
Valley's  highway  280  is  a  third 
shorter  since  last  year. 

►Chic  Chairs— Cheap! 

$750  Herman  Miller  chairs 
scream  "burn  rate."  Seller 
of  a  $400  one  on  Ebay 
writes:  "Perception-sensitive 
owner  wishes  to  remove 
'symbols  of  extravagance.'" 

►Rooms  Go  Begging 

Hotel  occupancy  rates  in 
Silicon  Valley  have 
dropped  to  70%  from  76% 
a  year  ago. 


►Traditional  Titles 

No  more  "chief  instigator," 
"evangelist-in-chief"  or 
"detonator."  Just  ask  for 
"somebody  in  sales." 


►Humble 
Car  Salesmen 

Last  July  Donna  Sokolsky  was 
put  on  a  12-month  waiting  list 
for  a  Mercedes  CLK.  Her  pal 
Shannon  O'Neill  found  a 
CLK  on  the  lot  last  month. 

►Haute  Availability 

South  Park  Cafe,  ground  zero 
for  the  Valley's  dot-com 
diners,  was  just  about  empty 
on  a  recent  Thursday. 
Walk  right  into  the  Spa  at 
Pebble  Beach. 


►Boring  Is  Good 

At  a  recent  investing  conference, 
companies  with  their  hats  out 
for  capital  contributions 
bragged  about  humdrum 
logistics.  They  somehow 
forgot  that  catchphrase 
"change  business  forever." 

►Highway 
Beautification 

Dot-coms  littered  freeways 
with  billboards,  but  rates  in 
the  Valley  are  now  down  as 
much  as  20%.  In  their  place: 
Buffy  the  Vampire  Slayer.  F 


sis 
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Long  Live  the  King 

gambling  Fabrizio  Boccardi  is  either 
Las  Vegas'  savior  or  the  latest  flimflam  man 

BY  RISHAWN  BIDDLE 

EVEN  IN  A  TOWN  FULL  OF  SELF- 
promoting  blowhards,  Fabrizio 
Boccardi's  recent  press  release 
anointing  himself  the  "King  of  Las 
Vegas"  stands  out  for  sheer  audacity. 

"Who  is  this  man,  this  entrepre- 
neur, real  estate  mogul,  media  darling, 
advance  man?"  puffed  Boccardi's  flack, 
a  former  Las  Vegas  dancer. 

Boccardi,  33,  is  a  rakish  Italian  con- 
dominium developer  with  a  penchant 
for  grand  pronouncements.  He 
promises  to  do  no  less  than  reinvent  Sin 
City  with  an  entirely  new  approach  to 
gambling  he  humbly  calls  "Genesis 
gaming." 

And  what  is  this  bold  new  plan?  He 
wants  to  buy  a  publicly  traded  casino 
and  then,  if  we've  got  this  right,  hire 
only  scantily  clad  women  to  attract 
gamblers.  "If  I  say  more  about  what 
Genesis  gaming  is,  in  three  months',  six 
months'  time,  Mandalay  Bay  and  Steve 
Wynn  will  copy  it." 

Boccardi  claims  a  $300  million 
bankroll  from  Houston  condo  devel- 
oper Giorgio  Borlenghi  and  French 
gaming  firm  Groupe  Partouche.  These 
alleged  sugar  daddies  confirm  they're 
backing  Boccardi  despite  his  mixed 
track  record. 


Dicey  roll:  Boccardi  bet 
he  can  reinvent  Sin  Cn 
with  scantily  clad  worm 

"Fabrizio  is  a  gi 
enthusiastic  pers< 
says  Borlenghi,  a  fei 
Milanese. 

But  Thomas 
rack,  the  head  of 
California  real  estate 
vestor  Colony  Cap 
took  a  pass  on  Boca 
Approached  by  the 
piring  casino  mogu 
help  finance  a  N 
France  casino  proj 
Barrack  says  Bocc. 
"didn't  smell  right." 

What  we  do  ki 
about  Boccardi  is  tha 
has  left  a  trail  of  bu 
deals  and  disputed 
bills  in  his  wake  aftei 
riving  in  Vegas  three  years  ago. 

Phil  G.  Ruffin,  owner  of  the 
Frontier  casino  and  an  occasic 
Forbes  400  member,  agreed  to  sell 
casino  to  Boccardi  in  1998  for  $ 
million.  But  he  says  Boccardi  balke 
the  down  payment  and  then  the  pi 
Ruffin  walked  away 

"All  hot  air,"  Ruffin  snorts. 
"Wasn't  much  of  a  deal," 
Boccardi. 

Boccardi  got  more  press  cover 
last  year  when  he  offered  Starwood  1 
tels  &  Resorts  $200  million  for  the 
ried  Desert  Inn,  the  reincarnatior 
one  of  Floward  Hughes'  original  Ve 
haunts.  Boccardi  claimed  he  got 
necessary  funding,  and  even  trotted 
Prince  Albert  of  Monaco  to  press 
case,  but  he  lost  out  to  Steve  Wy 
who  won  the  hotel  for  $275  million 
Undaunted,  Boccardi  has  enlis 
the  aid  of  such  longtime  Vegas  exe 
tives  as  Dean  Harrold,  former  Cae: 
Palace  president,  and  Darrell  Luery : 
mer  president  of  Bally's  Las  Vegas 
his  attempt  to  acquire  an  as-yet- 
named  casino  company. 

"Who  else  is  out  there  but  me?"  B 
cardi  brags,  peppering  his  dialogue  v 
vulgarities.  "No  one.  I'm  the,  how  c 
say  it,  the  next  king  of  Vegas."  Sure. 


60     FORBES"  May  28,  2001 


ng  Expedia  Special  Rates.  Through  direct  negotiations  with  our  hotel  partners,  we  offer 
jsive  prices  on  top  quality  hotels  that  beat  standard  rates  by  up  to  70%.  Plus  get  all  the 
lutions  you  need  so  you  don't  just  book  a  trip,  you  book  the  right  trip.  Easy  and  secure 
ons,  all  at  the  right  price.  Backed  by  our  24-hour  customer  support. 


Expedia.com 

Don't  just  travel.  Travel  Right: 


Iso  find  us  under  Travel  on  msn  . 

.  U  fights  reserved.  Expedn.  Expedn.coni,  Ihe  Expedio  logo  and  "Don'l  (ust  travel.  Travel  (tightrore  efthei  registered  ttademoriis  or  tradefnariis  of  Expedio.liK ,  m  the  U.S.  and  Conoda  Mrciosott.  MSN  and  the  MSN  logo  ore  eittrer  registered  irodemork;  or  trodemofks  of  Miaosoft  corporotron  in  the  U  S.  ond/oi  other  countries. 
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regulationi  Politicians 
and  regulators  want  someone 
to  blame  for  California's  sky- 
high  energy  prices.  How  about 
the  Federal  Energy  Regulatory 
Commission  for  starters? 

BY  DANIEL  FISHER 

EL  PASO  CORP.  WAS  AN  EASY  SUSPECT 
when  natural  gas  prices  exploded 
in  California  last  year.  With  48%  of 
the  pipeline  capacity  entering  the  state, 
the  Houston-based  company  seemed  to 
be  in  a  perfect  position  to  manipulate 
the  market.  State  officials  made  precisely 
that  allegation  in  a  sealed  complaint 
with  the  Federal  Energy  Regulatory 
Commission.  But  like  most  conspiracy 
theories,  this  one  crumbled  under  closer 
scrutiny. 

After  a  yearlong  investigation,  FERC 
dismissed  most  of  the  charges  against  El 


Prescription 
For  Snooping 

policy  New  medical 
privacy  rules  will  only  open 
more  files  to  unwarranted  view. 

BY  BRIGID  MCMENAMIN 


Paso.  Perhaps  partly  because  the  1 ,200- 
employee  agency  knew  who  the  real  vil- 
lain was  anyway:  itself. 

By  keeping  an  iron  grip  on  the  na- 
tion's interstate  pipeline  system,  FERC 
has  discouraged  companies  like  El 
Paso  from  adding  the  capacity  needed 
to  handle  times  of  peak  demand,  ac- 
cording to  Paul  MacAvoy,  an  econo- 
mist at  the  Yale  School  of  Management 
and  author  of  The  Natural  Gas  Market: 
Sixty  Years  of  Regulation  and  Deregula- 
tion. The  result:  a  condition  of  artificial 
scarcity  that  costs  consumers  billions 
of  dollars  a  year. 

MacAvoy  estimates  that  U.S.  gas 
production  this  year  will  be  about  12% 
lower  than  it  would  be  if  producers  had 
better  access  to  markets.  Pipeline  opera- 


WHEN  PRESIDENT  BUSH  RUBBER- 
stamped  the  Clinton  Adminis- 
tration regulations  on  medical 
privacy,  insurance  and  hospital  execu- 
tives were  griping  that  they  would 
prove  expensive  and  burdensome.  So 
this  must  be  good  for  privacy,  right? 

"It  actually  weakens  individuals' 
ability  to  restrict  access  to  their  medical 
records,"  says  Sue  A.  Blevins  of  the  In- 
stitute for  Health  Freedom  in  Washing- 
ton, D.C.  Under  the  guise  of  protecting 
privacy,  she  argues,  the  rules  under- 
mine traditional  doctor-patient  confi- 
dentiality while  also  authorizing  new 
intrusions,  especially  by  government 
officials. 

Loopholes  abound.  Drug  compa- 
nies, blood  banks  and  sperm  banks 
could  slip  through  them  to  market 
patient-specific  genetic  information. 
The  new  rules  permit  doctors  and 
health  plans  to  coerce  consent  to 
broad  use  and  disclosure  of  personal 
data,  through  waiver  forms  prior  to 
treatment.  (You  want  us  to  stop  that 
hemorrhaging?  Sign  here.)  Plus  they 


tors  have  little  incentive  t<] 
capacity  since  the  1992  im 
tion  of  price  caps,  whic] 
placed  a  regime  that  let  CO: 
nies  charge  rates  that  ea 
them  an  average  return  on 
tal  of  12%  to  14%.  Under  the  capsi 
can't  raise  average  rates,  but  often 
to  charge  less  to  keep  pipelines  full 
ing  times  of  lower  demand — resu 
in  lower  overall  returns. 

But  if  FERC  lifted  the  caps  wol 
companies  like  El  Paso  gouge  us? 
might,  but  over  the  long  run  consu 
would  be  better  off.  After  all,  Calif 
ans  still  paid  S30  per  thousand  cubi 
for  gas  at  times  last  summer;  it  was 
faceless  trader  who  made  money  o 
deal.  If  El  Paso  made  that  much  off 
pipeline,  MacAvoy  says,  others  v* 
quickly  add  capacity. 

Suppose  they  added  too  mud 
[pipeline  companies]  are  stupid  en 
to  overbuild,  the  consumer  wins,'' 
MacAvoy.  "I  love  excess  supply." 


permit  many  disclosures  without 
sent  to  government  officials, 
Charlotte  Twight,  a  Boise  State 
versity  economics  professor  who 
cializes  in  regulation.  The  rules  rec 
doctors  to  open  their  files  upor 
mand  to  inspectors  from  the  De| 
ment  of  Health  &  Human  Sen 
hunting  for  ...  yes,  privacy  abuse 

The  regulations  also  permit  do 
and  health  plans  to  release  intimate  i 
ical  records  to  government  agencie 
almost  any  purpose,  reversing  th« 
presumption  that  release  is  unethica 
less  required  by  law.  That  might  sur 
the  92%  of  Americans  who  oppose 
ficial  snooping  in  medical  records 
cording  to  a  Gallup  poll  last  fall. 
American  Bar  Association  describee 
bit  as  "open-ended  warrantless  seal 
of  medical  records."  Remarkable,  § 
that  cops  can't  even  get  your  video  1 
history  without  a  court  order. 

Meantime,  the  rules  do  nothir 
rein  in  federal  and  state  agencies 
already  routinely  collect  personal  r 
ical  data  on  probably  half  of i 


FERC's  Folly 
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Biotechnology 
is  helping  him 
protect  the  land 
and  preserve  his 
family's  heritage. 

"I'm  raising  a  better  soybean  crop  that 
helps  me  conserve  the  topsoil,  keep 
my  land  productive  and  help  this  farm 
support  future  generations  of  my  family." 

—  Rod  Gangwish,  farmer 

Biotechnology  is  helping  Rod  Gangwish 
to  grow  a  type  of  soybean  that  requires 
less  tilling  of  the  soil.  That  helps  him 
preserve  precious  topsoil  and  produce 
a  crop  with  less  impact  on  the  land. 
Preserving  topsoil  today  means  a 
thriving  farm  for  generations  to  come. 

Biotechnology  allows  farmers  to 
choose  the  best  combination  of  ways  to 
help  grow  their  crops.  It  helps  cotton 
farmers  use  fewer  chemicals  to  protect 
their  crops  against  certain  pests.  And, 
it's  helping  provide  ways  for  developing 
countries  to  better  feed  a  growing 
population.  And,  in  the  future,  it  can 
help  farmers  grow  better  quality,  more 
nutritious  food. 

Biotechnology  is  also  enhancing  lives 
in  other  ways,  helping  to  create  more 
effective  treatments  for  diseases  such 
as  leukemia  and  diabetes. 

Biotechnology  is  helping  create  solu- 
tions that  are  improving  lives  today, 
and  solutions  that  could  improve  our 
world  tomorrow.  If  you're  interested  in 
learning  more,  visit  our  Web  site  or  call 
the  number  below  for  a  free  brochure 
about  biotechnology  and  agriculture. 

Council  For 
Biotechnology 
I  n  formation 

good  ideas  are  growing 

1-800-980-8660 
www.whybiotech.com 


FRONT 


U.S.  population,  estimates  Twila  Brase, 
R.N.,  at  St.  Paul,  Minn. -based  Citizens' 
Council  on  Health  Care.  She  notes  that 
66  million  Americans  are  in  govern-- 
ment-sponsored  health  plans  and  at 
least  50  million  more  get  written  up  in 
government  medical  registries.  Federal 
law,  for  example,  puts  everyone  over 
age  65  into  Medicare,  then  requires 
doctors  to  report  each  office  visit,  even 
if  the  patient  pays. 

Public  agencies  aren't  always  pro- 
tective of  data  they  collect.  They  rou- 
tinely share  information  with  other 

"The  Real  Gal" 

lawsuits  Erin  Brockovich 
has  spent  an  awful  lot  of  time 
crusading  for  the  little  guy— 
and  trying  to  line  the  pockets 
of  the  law  firm  she  works  for. 

BY  MICHAEL  FUMENTO 

THE  MILLIONS  WHO  WATCHED  THE 
Academy  Awards  may  be  forgiven 
if  they  remember  little  about  Erin 
Brockovich — the  human,  not  the  cellu- 
loid character.  Reason:  Julia  Roberts, 
Oscar  winner  for  Best  Actress,  never 
once  in  her  acceptance  speech  men- 
tioned the  woman  who  brought  Pacific 
Gas  &  Electric  to  heel  for  polluting  the 
water  in  Hinkley,  Calif,  with  chromium 
6,  a  heavy  metal  the  utility  used  to  flush 
out  its  pipes.  Roberts  was  more  gener- 
ous at  the  Golden  Globe  honors  back  in 
January,  when  she  exclaimed,  "Erin 
Brockovich,  the  real  gal,  is  awesome,  and 
should  be  a  lesson  that  we're  all  power- 
ful individuals  who  can  make  a  differ- 
ence in  the  world." 

Yes,  indeed.  Team  Brockovich — 
Masry  &  Vititoe,  home  to  Erin  and  her 
celebrated  boss,  attorney  Edward  L. 
Masry,  along  with  giant  L.A.  law  firms 
Girardi  &  Keese  and  Engstrom,  Lip- 
scomb &  Lack — pocketed  40%  of  $333 
million,  plus  $10  million  in  costs,  after 
PG&E  submitted  to  arbitration  in  1995. 
The  team  has  been  very  busy  ever  since, 
scouring  densely  populated  areas  in  Cal- 


agencies,  researchers  and  often  even  the 
general  public.  New  York  and  at  least  34 
other  states  give  away  or  sell  hospital- 
discharge  data  so  detailed  that  the  pa- 
tient can  be  easily  identified  in  87%  of 
cases,  according  to  Latanya  Sweeney,  a 
professor  at  Carnegie  Mellon. 

Even  if  a  government  unit  doesn't 
sell  facts,  it  can  have  a  financial  incentive 
to  abuse  them.  Funding  for  child-pro- 
tection agencies,  for  instance,  often  de- 
pends on  how  many  children  they  put  in 
foster  homes.  State  laws  requiring  doc- 
tors to  report  children's  vaccination  his- 


tories make  it  easier  for  social  w» 
across  the  country  to  threaten  t< 
children  away  from  their  parents. 

So,  with  all  these  gaps  built  in 
supposed  wall  of  privacy  to  accoi 
date  either  private-  or  public-sectd 
bies,  is  the  American  patient  left 
any  new  shields?  Yes,  the  rules  re 
your  consent,  albeit  often  coerce 
some  uses  of  personal  data.  Your  d 
for  instance,  can't  sell  your  file  to  a 
keting  company  without  your  co 
But  watch  out:  Your  health  mainte 
organization  can. 


ifornia  for  suspected  culprits 
with  deep  pockets. 

In  1997  and  1998  the  team 
targeted  Rocketdyne,  a  Boeing  unit  in 
Canoga  Park,  Calif.  The  suits  alleged 
toxic  exposure  to  various  chemicals,  in- 
cluding cleaning  agents  and  rocket  fuel. 

Rocketdyne  fought  back.  It  defeated 
the  team's  attempt  to  certify  a  class  in 
the  first  case,  and  got  it  barred  on  the 
statute  of  limitations.  In  the  second  case, 
Erin  &  Co.  won  on  the  statute  of  limita- 
tions issue.  Each  side  appealed;  Rocket- 
dyne won  both  cases. 

That's  because,  as  a  different  Califor- 
nia appellate  court  put  it,  individual 
symptoms  or  illnesses  must  be  connected 
to  a  particular  exposure  to  a  toxic  sub- 
stance. A  grab-bag  of  plaintiffs  who 
might  have  anything  from  a  brain  tumor 
to  a  nosebleed — and  who  may  have  lived 
near  the  site  of  something  potentially 
toxic — doesn't  constitute  a  class. 

Meantime,  though,  Team  Brock- 
ovich was  trying  to  take  down  Lockheed 


Whose  interests  is  she 
looking  out  for?  Cancer 
crusader  Brockovich. 


Martin,  a  fat  and  s 
ingly  easy  target.  Th 
fense  contractor  ha 
ready  paid  settlemer 
$33  million  in  a  clas 
tion  brought  by  Gira 
Keese.  So  in  1996 
Brockovich  filed  su 
Redlands,  Calif,  on  t 
of  50,000  to  100,000 
pie  exposed  to  water 
aminated  with  any  o 
more  than  18  subsU 
"for  one  or  more 
from  1955  to  the  pres 
The  trial  court  certif 
class  and  an  appellate  court  overti 
the  decision.  The  plaintiffs  are  brii 
it  to  the  California  Supreme  Court 
None  of  this  has  deterred  the  c 
crusaders.  They  still  have  two  class  ao 
against  their  old  nemesis,  PG&E.  This 
the  damages  could  well  surpass  the 
inal  suit:  Some  1 ,500  people  in  the 
of  Hinkley  and  at  Kettleman  Stati< 
where  PG&E  has  a  plant — now  claim 
were  affected  by  chromium  6.  N 
mind  the  recent  court  setbacks  or  tr 
sertion  by  the  Environmental  Prote 
Agency  on  its  toxic-substance  Wei 
that  "no  data  were  located  in  the  i 
able  literature  that  suggested 
chromium  6  is  carcinogenic  by  the 
route  of  exposure."  There's  a  princi] 
stake.  As  Masry  told  the  Ventura  Cc 
Star  in  March,  "Let's  face  it,  there's  a . 
money  in  [toxic  tort  suits],  and 
lying  if  I  said  I  don't  like  the  money 
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If  gnats  had  wheels, 
e'd  make  the  bearings. 


e  Tim-ken  Company  and  its  subsidiaries  make  and 
vice  bearings  that  weigh  half  an  ounce.  And  bearings 
t  weigh  nine  tons.  Wherever  wheels  or  shafts  turn, 
m  disk  drives  to  drilling  rigs,  from  dental  drills  to 
ling  mills, Timken  precision  improves  performance. 

ARN  MORE  ABOUT  THE  TIMKEN  COMPANY  CALL  330-471-3820  OR  VISIT  WWW.TIMKEN.COM. 
:N  IS  THE  REGISTERED  TRADEMARK  OF  THE  TIMKEN  COMPANY  (NYSE:  TKR). 


TIMKEN 


WORLDWIDE  LEADER  IN  BEARINGS  AND  STEEL 
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MB   :    M(  >NTH  WILLIAM 

I  Schrader  has  been  booted  out  of 
H  the  top  job  at  PSINet,  watched  it 
I  start  to  default  on  $4  billion  in 
I  debt  and  seen  its  stock  get  delisted. 
Hi  Once  as  high  as  $60,  it  had  fallen  to 
18  cents.  And  still  the  accolades  roll  in. 

Peter  Dameris  calls  Schrader  "a  bril- 
liant person" — this  from  a  man  who 
sold  the  consulting  firm  he  ran  to 


Schrader  for  stock  worth  $1.4  billion 
last  year,  only  to  see  that  value  disap- 
pear as  the  stock  crashed.  A  PSINet 
alum  whose  options  ended  up  worth- 
less calls  Schrader  "a  great  human 
being  and  a  great  guy  to  work  for." 

Schrader's  opinion  of  himself  also 
has  held  up  well.  Earlier  this  year,  as 
PSINet  flirted  with  insolvency,  a  re- 
porter asked  him  whether  some  part  of 


PSINet's  strategy  had  been  flaw 
don't  think  we  made  any  strate§ 
rors,"  he  responded.  "People  go 
rupt  because  they  have  no  cash,  n 
cause  they  have  no  skill." 

In  12  years  such  implacable 
confidence  helped  Bill  Schrader 
form  a  few  leased  phone  lines  i 
sprawling  global  network  that  nov 
vides  Internet  services  to  100,000 
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accounts  in  27  countries.  Unlike 
I  Net  firms  that  slavishly  followed 
Street  demands  for  growth, 
ader  forged  his  own  path,  fre- 
itiy  rewriting  PSINet's  strategy.  "I 
t  give  a  rat's  ass  what  Wall  Street 
was  a  favorite  phrase  in 
ider's  colorful  e-mails  to  employ- 
We  run  our  company  for  our  cus- 
:rs,  not  Wall  Street.  They  know  it, 
hey  don't  like  it." 
ut  as  in  any  Greek  tragedy, 
ader's  swagger  ultimately  caused 
ownfall.  PSINet  gorged  itself  on  a 
jf  junk-bond  debt,  never  learning 
y  no  to  a  loan.  It  raised  $4  billion 
spent  most  of  it  "without  the  fi- 
ial  controls  that  should  have  been 
,"  says  board  member  Ian  Sharp, 
he  company  was  running  so  hard 
Schrader  and  his  number  two, 
Id  (Pete)  Wills,  separately  pursued 
isitions  willy-nilly,  from  Lebanese 
net  service  providers  to  Chicago- 
i  consultancies,  at  times  without 
ig  the  board.  And  as  cash  from 
new  junk  bond  issue  came  in,  it 
passed  right  through  PSINet — the 
ire  arm  lent  it  to  upstarts,  which 
funneled  the  funds  back  to  PSINet 
:rvice.  Voila:  new  revenue, 
et  even  as  PSINet's  stock  rose, 
ider  didn't  use  the  high-flying  cur- 
Y  to  acquire  a  company  with  a 
lger  balance  sheet  or  rock-solid 
flow  to  fund  its  yawning  debt.  He 


began  to  burst,  businesses  slowed  their 
headlong  rush  to  get  into  e-commerce 
and,  almost  immediately,  PSINet  faced 
a  cash  crunch.  The  debt  markets 
slammed  shut,  and  Schrader  was 
forced  to  pawn  his  recent  acquisitions 
at  fire-sale  prices.  In  April  he  sold  a 
credit-card-processing  unit  for  $285 
million  in  cash — 60%  less  than  he  had 
paid  for  it  18  months  earlier. 

On  May  1  PSINet  officially  defaulted 
on  one  of  its  bond  issues  when  it 
missed  a  $20  million  interest  payment. 
The  company  says  it  is  likely  to  seek 
bankruptcy  protection,  which  would  be 
the  biggest  technology  flop  in  decades. 
The  financial  institutions  holding  its 
bonds  could  take  a  horrible  loss;  PSINet 
junk  now  trades  at  8  cents  on  the  dollar. 
Mutual  funds  would  get  nothing,  an  es- 
pecially tough  blow  for  Janus,  which 
once  owned  PSINet  shares  worth  more 
than  $1  billion. 

PSINet's  flameout  culminates  an  im- 
probable run  for  Schrader.  A  student  at 
Cornell  in  the  1970s,  he  got  a  job  in  its 
computer  department  and  ginned  up  a 
plan  to  build  a  network  to  let  13  other 
New  York  campuses  and  neighbors 
such  as  IBM  and  Kodak  tap  into  Cor- 
nell's supercomputer. 

As  the  network  grew,  so  did  the  task 
of  managing  it,  and  in  1989  Schrader 
persuaded  his  academic  overseers  to  sell 
him  the  assets  for  $1,  plus  a  small  stake 
in  the  company  he  would  form,  along 


ing  off  debt  and  borrowing  more  to 
fund  new  fiber  links. 

Astutely,  he  began  pouring  money 
into  the  new  business  of  dial-up  Inter- 
net service  for  consumers,  and  the  mar- 
ket's wild  growth  led  him  to  take  PSINet 
public  in  1995,  raising  $46  million  at  a 
split-adjusted  $6  a  share.  That  made  his 
18%  stake  worth  $32  million. 

But  soon  after  the  initial  public  of- 
fering, Schrader  foresaw  that  the  con- 
sumer service  was  becoming  a  thin- 
margin  commodity.  He  refocused  on 
businesses,  and  again  his  timing  was  ex- 
cellent. Companies  were  willing  to  pay 
several  times  the  $20  a  month  a  con- 
sumer typically  spent  to  get  online. 

In  1996  Schrader  hired  Wills  as 
chief  operating  officer.  They  concocted 
a  plan  to  move  beyond  simple  Internet 
access  and  build  an  "Internet  Super 
Carrier,"  a  global  provider  that  would 
run  the  world's  biggest  network,  linked 
to  a  massive  number  of  PSINet-owned 
Web-hosting  centers.  They  bought  fiber 
from  companies  such  as  IXC,  cobbling 
together  100,000  miles  of  it  connecting 
10  countries  and  16  host  sites. 

To  fund  this  Schrader  once  again 
loaded  up  on  debt.  PSINet  hit  the  junk- 
bond  markets  for  the  first  time  in  April 
1998,  selling  $600  million  in  bonds  pay- 
ing 10%.  Within  months  bankers  from 
J.P.  Morgan,  Merrill  Lynch  and  Donald- 
son, Lufkin  8c  Jenrette  were  pushing 
Schrader  to  take  more.  By  March  of 


INet  could  become  the  biggest  high-tech  bankruptcy  ever.  Here's 
t  story  behind  the  company  s  fatal  slide.  |  by  scotx  ^a/oolley 


d  to  British  Telecom  and  Deutsche 
com,  but  never  seriously  enter- 
d  selling  out,  either.  His  unstinting 
in  PSINet's  future  made  him  deter- 
d  to  go  it  alone.  Through  it  all,  no 
)n  the  board,  in  the  executive  suite 
i  Wall  Street  stopped  to  caution 
PSINet's  addiction  to  debt  threat- 
its  existence. 

hen  a  year  ago  the  Web  bubble 


with  a  promise  to  carry  the  traffic.  Per- 
formance Systems  International,  soon 
shortened  to  PSINet,  was  born. 

To  fund  it,  Schrader  ran  up  his 
credit  cards  and  raised  seed  money 
from  friends.  It  was  a  perfect  time  for 
an  allout  gamble.  From  1987  to  1993 
the  capacity  of  PSINet's  fiber-optic 
backbone  grew  800-fold.  Demand 
seemed  endless,  and  Schrader  kept  pay- 


2000  PSINet  had  pulled  off  four  major 
junk  issues  and  one  convertible  debt  of- 
fering. The  debt  load  rose  36-fold,  from 
$112  million  to  $4  billion;  the  annual 
interest  jumped  from  $5  million  in 
1997  to  $400  million  last  year. 

In  this  two-year  spree  PSINet's  stock 
was  racing  upward,  from  $7  to  a  high  of 
$60  in  March  2000.  Yet  Schrader  and 
Wills,  instead  of  using  only  stock  tu 
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make  acquisitions,  convinced  the  six- 
member  board  that  they  should  pay 
cash  backed  by  more  debt  issues.  It  was 
an  easy  sell:  Schrader,  Wills  and  a  third 
insider  held  half  the  board's  six  seats, 
and  two  other  members  were  Schrader 
loyalists. 

"We  knew  we  were  going  to  be 
heavy  on  the  debt  side,  light  on  the  eq- 
uity side,"  says  William  Baumer,  a 
board  member  and  an  economist  who 
heads  the  University  of  Buffalo's  phi- 
losophy department.  "The  assessment 
was  that  the  debt  markets  are  wide 
open,  the  equity  markets  not  as  good, 


bought  a  corporate  jet. 

Schrader  also  launched  a  venture 
capital  arm  that  juiced  up  reported  rev- 
enue. A  typical  deal  involved  making  an 
operating  loan  to  a  just-created  com- 
pany, which  then  spent  the  money  on 
PSINet's  services.  Often  PSINet  insisted 
on  forgoing  any  cash  payback,  instead 
taking  warrants  in  the  fledgling  firms. 

PSINet's  venture  arm  invested  $163 
million  in  such  deals  in  less  than  two 
years;  those  investments  likely  will  be 
written  off.  The  circular  setup  added 
$16  million  to  PSINet  revenue  last  year, 
only  1 .5%  of  the  total. 


Half-Cocked  and  Fully  Hocked 


Under  Wills  and  Schrader's  direction,  PSINet  piled  on  debt  even  as  its  stock  soared,  then  spent 
its  cash  on  acquisitions  that  soon  proved  vastly  overpriced.  When  the  end  came,  it  came  quickly. 


$100  (per  share) 

May  1995  PSINet  goes  public. 

1996  Abandons  retail  consumer 
Internet  access  sales,  shifts  focus 
to  business  customers. 


10 


November  1999  Acquires 
Transaction  Network  Services 
for  $690  million. 


September  1998:  Pete  Wills 
named  president. 


June  2000  Acquires  $10(bil) 
Metamor  for  $1.4  billion. 


PSINet's  stock  price 


0.1 


PSINet's  total  debt 


Source:  Market  Guide  via  FactSet  Research  Systems. 


April  2001  Sells  Transaction 
Network  Services  for  $285  million. 


May  2001  Defaults  on  debt 
payment;  Schrader  replaced. 
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and  if  we  are  successful  here,  we  won't 
have  any  trouble  retiring  this  debt." 

Schrader  insists  Wall  Street  would 
have  been  cool  to  additional  stock  of- 
ferings, despite  PSINet's  lofty  price. 
"Wall  Street  says  when  you  can  raise  eq- 
uity," he  claims.  PSINet's  bankers  at  DLJ, 
Morgan  and  Merrill  Lynch  decline 
comment. 

Flush  with  junk  bond  cash,  PSINet 
spent  madly.  In  1999  it  agreed  to  pay 
$90  million  to  paste  its  name  on  the 
new  Baltimore  Ravens  football  sta- 
dium. (It  has  paid  $14  million  of  that  to 
date.)  The  company  spent  $34  million 
on  a  gleaming  204,000-square-foot 
headquarters  in  Ashburn,  Va.,  and 


The  biggest  cash  drain,  however, 
came  from  acquisitions.  From  1997  to 
the  end  of  last  year,  Schrader  and  Wills 
acquired  76  companies  in  a  discom- 
bobulated  expansion  spree.  Former  ex- 
ecutives and  board  members  say 
Schrader  and  Wills  pursued  rival 
growth  areas  and  scarcely  consulted 
each  other. 

At  one  meeting  Schrader  assessed 
the  planned  $1.4  billion  acquisition  of 
Metamor,  an  e-commerce  consulting 
firm,  thusly:  "How  do  I  know  this  is  a 
good  idea?  Because  Pete  [Wills]  says  it 
is,"  according  to  an  executive  in  the 
room.  (Schrader  did  not  respond  to  re- 
quests for  comment  on  this  meeting.) 


Another  time  Wills  got  interes 
DSL  technology  and  began  makir 
com  deals  without  Schrader's 
approval. 

"There  wasn't  a  level  of  profe: 
questioning  that  there  should 
tween  a  CEO  and  a  COO,"  says  oi 
mer  executive.  "They  both  had  a 
agement  style  of  'We  can  do  anytl 
a  company.'  The  two  of  them 
decide  that  a  particular  area  w 
and  dive  into  it  without  either 
them  checking  with  the  other  on 
Board  member  Sharp,  who  o 
30  replaced  Schrader  as  chaii 
agrees.  "There  were  c 
things  going  on  in  tht 
pany  that  I  think  bol 
and  Pete  share  respoi 
ity  for,  which  were  wh 
might  call  a  little  ca' 
Things  were  not  app 
at  the  board  level 
should  have  been — ac 
tions  and  the  spendi 
money  one  way  o: 
other."  Sharp  point 
that  the  executives  wei 
to  do  smaller  deals  wi 
consulting  the  board. 

Former  insiders 
plain  that  Schrader  si 
have  used  his  high- 
stock  to  acquire  a  con 
with  real  profits,  mu< 
way  Qwest  did  wl 
bought  U  S  West,  and  C 
Crossing  did  when  it 
chased  Frontier.  Says  one:  "Wht 
family  asks  why  we're  not  as  rich 
would  have  been  had  I  taken  a  jot 
Qwest,  I  have  to  say,  'I  had  the  ba« 
to  work  for  a  guy  who  believed 
company  so  much  he  refused  tc 
out.'" 

Schrader  still  believes.  He  neve 
shares  of  PSINet  except  when  for< 
by  a  margin  call.  He  expects  to  b< 
dicated  when  the  market  emerges 
the  current  downturn  and,  he  ii 
PSINet's  assets  rebound  in  value.  " 
are  people  missing  about  PSINet 
asks  with  disdain.  "They're  missir 
fact  that  this  is  the  biggest  m 
mankind  has  ever  known." 
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Where  is  the  next  opportunity? 


Entrepreneur 

Barbara  Corcoran, 


New  York 


Performance, 
Leading  to  results.1 


Deutsche  Bank 
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Transaction  Banking  l_  Asset  Management   l_  Private  Banking        l_  Personal  Banking 


mmm  T  N4UST  HAVE  FELT  LIKE  A  STAB  IN 
■H  the  back.  Many  of  Japan's  Yves  St. 
aKBj  Laurent  franchised  outlets  had 
I  opened  when  the  young  French 
9B  fashion  deity  first  put  women  in 
pants  in  the  1960s,  changing  the 
bH|  way  they  dressed  forever.  The 
Wtm  stores  had  stuck  by  St.  Laurent 
even  as  the  brand's  image  and  sales — 
and  the  spindly  designer  himself — fell 
spectacularly  apart  in  the  1980s  and 
1990s.  That  the  deep-pocketed  Gucci 
Group  had  bought  YSL's  ready-to-wear 
business  in  December  1999  brought 
new  hope — this  was  the  same  manage- 
ment that  had  pulled  off  a  storybook 
turnaround  at  Gucci  in  the  mid-1990s, 
transforming  it  into  the  world's  sec- 
ond-biggest luxury  brand.  So  what  did 
Gucci  Chief  Executive  Domenico  De 
Sole  do  to  revive  YSL  and  recoup  its  $1 
billion  purchase  price?  He  started  axing 
Vst  outlets,  including  five  of  the  ten  re- 
tailers in  Japan  franchised  to  sell  the 
brand.  The  wide  distribution  conflicted 
with  De  Sole's  notion  of  how  to  make  a 
luxury  brand  seem  exclusive. 

Gucci's  housecleaning  missions — 
closing  franchised  stores,  duty-free 
outlets  and  shops-within-department 
stores — have  come  to  be  called  "termi- 
nator tours."  Many  a  manufacturer,  of 
course,  will  control  the  kinds  of  retail- 
ers that  merchandise  its  wares;  Gucci 
simply  takes  this  philosophy  to  greater 
extremes. 

"The  stores  were  just  horrible,"  says 
the  57-year-old  De  Sole,  whose  bearded 
and  rumpled  appearance  might  mis- 


takenly suggest  sentimentality.  "Every- 
body would  come  with  a  story  about 
how  they  had  supported  the  brand  for 
30  years,  and  they  all  had  a  rational 
case — these  were  not  bad  people.  But  I 
really  felt  we  had  no  choice.  If  I  feel  a 
store  is  damaging  the  brand,  I  am  very, 
very  aggressive.  The  smartest  of  them 
realized  there  was  no  way  out." 

In  the  perfume  shops  of  Paris,  simi- 
lar bloodletting  is  under  way.  Yves  St. 
Laurent  launched  Opium  perfume  in 
1977,  touching  off  antidrug  hysteria 
that  made  it  an  instant  hit.  He  also  de- 
cided at  the  last  minute  the  box  would 
look  nicer  with  a  little  tassle — which 
added  a  minute  to  the  production  time 
of  each  package  and  helped  make 
Opium  the  most  expensive  perfume 
launch  up  to  that  time,  $1  million.  "I 
would  never  have  a  conversation  with 
Yves  in  which  the  cost  of  goods  came 
up,"  says  Chantal  Roos,  who  ran  the 
Opium  license  for  Charles  of  the  Ritz. 
"With  Yves,  we  were  in  a  world  of  art." 

Not  anymore.  Gucci's  YSL  Beaute 
unit  relaunched  Opium  last  November. 
No  tassle  this  time.  Not  to  mention 
fewer  stores.  Roos,  now  head  of  YSL 
Beaute,  closed  1,300  of  its  20,000  YSL 
"doors"  (meaning  total  outlets),  includ- 
ing a  duty-free  shop  in  Hawaii  that  ac- 
counted for  some  $10  million  in  annual 
sales.  This  year  another  3,000  doors  will 
close.  "Opium  was  overdistributed,  so 
we  made  it  a  little  harder  to  find,"  says 
Roos.  "The  little  shops  in  France  don't 
understand — they  say,  'What,  you  don't 
like  my  new  carpet?' " 


Dr.  No 


TO  PROTECT  THE  GUCCI  BRAND,  DOMENICO  DE  SOLE  LOPS  0 
RETAILERS.  WILL  THE  CHAIN-SAW  STRATEGY  W0 
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Could  it  possibly  boost  your  bot- 
tom line  to  turn  away  distributors  who 
eagerly  want  to  sell  your  product?  Evi- 
dently it  could.  The  operating  margin 
for  YSL  Beaute  climbed  from  5.6%  in 
1999  to  8%  last  year.  Since  its  relaunch 
last  year,  Opium  has  climbed  into  the 
top  five  in  the  French  fragrance  market. 

Exclusivity  worked  for  the  flagship 
brand.  De  Sole,  a  lawyer  by  training, 
took  over  Gucci  in  1994  after  it  had  lost 
$22  million.  (De  Sole  also  sits  on  the 
board  of  Forbes.com,  an  affiliate  of  this 
magazine.)  Since  then  revenues  of  the 
Amsterdam -based  Gucci  have  climbed 
sevenfold  to  $2.3  billion,  moving  from 
a  $22  million  loss  to  net  profits  of  $337 
million.  Since  going  public  in  1995,  its 
share  price  has  moved  up  threefold  to 
$90,  adjusted  for  splits.  It  is  now  the 
world's  second-largest  public  luxury 
goods  company,  after  LVMH  Moet  Hen- 
nessy  Louis  Vuitton  with  $11.1  billion. 

Make  something  hard  to  find  and 
you  can  command  a  premium  for  it. 
Gucci's  gross  margin  last  year  was  72%, 
meaning  that  its  selling  prices  were  just 
about  four  times  its  manufacturing 
costs.  Key  to  this  strategy  is  the  forti- 
tude to  walk  away  from  a  paying  cus- 
tomer. Some  luxury  brands  are  not 
willing  to  do  that.  This  summer  Jaguar 
is  going  to  start  selling  a  baby  Jag  for 
$29,950,  a  third  the  price  of  its  XKR 
convertible.  This  Ford  brand  will  cap- 
ture a  wider  audience  than  it  now  has. 
But  isn't  there  the  risk  XKR  buyers  will 
not  welcome  the  low-rent  company? 

There  are  brands  that  have  learned 
Don't  even  think  restraint.  Hublot 
about  messing  (owned  by  MDM  Gen- 
with  the  Gucci  eve)  cuts  off  two  or 
brand:  De  Sole.      three  jeweiry  retailers 

each  year  if  the  stores  fail  to  provide  the 
appropriate  image  for  its  watches,  priced 
at  $2,600  to  $61,900.  That  means  forgo- 
ing $5  million  in  annual  sales.  As  part  of 
its  makeover,  Tiffany  &  Co.  has  severed 
relationships  with  260  retailers  in  the 
U.S.,  including  Dayton's,  and  146  in  Eu- 
rope, giving  up  an  estimated  $36  million 
in  sales.  Sean  Jean,  which  produces  high- 
end  men's  clothes,  distributes  its  lines  in 
1,400  retail  outlets:  Macy's,  Blooming- 
dale's  and  Carson  Pirie  Scott  make  the 
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cut,  but  May  Department  Stores  does 
not — sacrificing  an  estimated  $15  mil- 
lion to  $22  million  in  annual  sales.  Gior- 
gio Armani  has  stopped  selling  its  pre- 
mium black  label  $2,200  suits  at  Wilkes 
Bashford,  a  tony  retailer  in  San  Francisco. 
A  new  line  of  Armani  housewares  will  be 
available  only  at  a  handful  of  free-stand- 
ing Armani  Casa  stores  and  at  Harrods 
in  London. 

Take  exclusivity  too  far  and  you 
wind  up  with  no  sales  at  all.  But  De 
Sole  decided  he  had  little  choice  but  to 
improve  the  cachet  of  his  brand  names. 
That  means  more  than  preventing 
Senegalese  merchants  on  Manhattan's 
Fifth  Avenue  from  peddling  fake  Gucci 
bags.  Like  other  luxury  brands,  Gucci 
sends  investigators  into  stores  to  keep 
legitimate  YSL  suits  out  of  discounters. 
Last  year  Gucci  won  a  restraining  order 
against  a  French  Web  site  that  was  sell- 


i  SAID  N0- 
I'M  NOT 
INSANE. 
A  LOT  OF 
BRANDS 
JUST  DON'T 
HAVE THE 
DISCIPLINE 
TO  STOP 
CHASING 
THE  LAST 
DOLLAR." 


ing  YSL  perfumes  without  permission. 
The  perfumes  were  not  fake;  Gucci 
mines  the  Web  for  rogue  sites. 

Gray-market  resales  are  a  constant 
nuisance.  But  saying  no  to  a  legitimate 
retailer?  This  year  Gucci  pulled  its 
women's  collection  from  the  posh  Ul- 
timo, a  high-volume  specialty  retailer  in 
Chicago.  In  1997,  at  the  height  of  the 
Asian  economic  crisis,  De  Sole  yanked 
Gucci  from  the  mammoth  Duty  Free 
Shopper  store  in  Honolulu.  The  chain's 
discount  image  undermined  the  Gucci 
brand,  even  though  it  was  selling  a  huge 
volume  of  Gucci  merchandise.  The 


next  day  the  chain's  chief  executive  flew 
to  Florence,  Gucci's  divisional  head- 
quarters, and  made  De  Sole  an  offer 
most  fashion  honchos  couldn't  refuse. 
He  pledged  to  buy  $20  million  worth  of 
Gucci  merchandise  a  year  and  to  pay 
another  $3  million  in  cash  every  Janu- 
ary on  top  of  that,  over  and  above  the 
normal  wholesale  prices.  There  was,  in 
other  words,  $17  million  of  gross  profit 
sitting  on  the  table.  "I  said  no — not  be- 
cause I'm  insane,  but  because  you  ei- 
ther understand  how  brands  work  or 
you  don't,"  says  De  Sole.  "A  lot  of 
brands  don't  have  the  discipline  to  stop 
chasing  the  last  dollar." 

De  Sole  is  currently  working 
through  the  same  grim  arithmetic  at 
Yves  St.  Laurent.  The  brand  name  goes 
on  both  apparel  that  Gucci  produces  it- 
self and  what  contract  manufacturers 
make;  it  also  appears  on  licensed  acces- 


sories. Controlling  the  brand  means 
being  selective  about  both  the  retail 
outlets  and  the  licensees.  YSL  started 
2000  with  167  licensees  making  items, 
ranging  from  shoes  and  eyewear  to  jew- 
elry, that  generated  $57  million  in  roy- 
alty income  the  year  before.  It  finished 
2000  with  only  62  licensees  and  royalty 
income  of  $33  million — dropping, 
among  other  items,  shoes,  baseball 
caps,  socks  and  handkerchiefs.  YSL  cut 
341  jobs  from  a  total  roster  of  963.  "You 
have  to  execute  quickly,"  says  De  Sole. 
"The  most  dangerous  thing  in  business 
is  not  making  decisions.  I  learned  that 


from  Maurizio  Gucci — he  couldr 
cide  anything"  De  Sole  adds,  ref) 
to  the  son  of  the  founder  who  U 
company  into  such  luxury  cul-d 
as  playing  cards  and  sneakers. 

YSL  has  paid  the  price  and  wj 
even  more  this  year.  Operating 
for  ready-to-wear  and  accessories 
to  $15  million  before  trademar 
goodwill  amortization.  The  di\ 
will  probably  leach  another  $50  it 
in  operating  losses  this  year. 

Dismember  in  order  to  rebuil 
Sole  plans  to  spend  $20  million 
on  marketing  and  real  estate.  In 
he  bought  back  the  rights  to  c<3 
franchised  stores.  "We  were  livii 
our  licensing  revenue,  and  sud< 
that  was  gone,"  says  Mark  Lee, 
new  president.  "We  need  to  repl 
immediately."  Last  year  Gucci  ope 
15  YSL  stores.  Today  it  has  33,  vi 
more  scheduled  to 
by  September.  Plan 
for  a  total  of  50 
stores  by  the  end  of 
Once  again  Guc 
the  template.  Its  net 
of  1 50  operated  ston 
counts  for  more  than 
of  the  brand's  sales 
idea  here  isn't  just  to 
distribution,  it's  to  cg 
it  to  within  an  inch 
life,  from  creation  to 
duction  to  distribui 
"Great  brands  all  hav 
thing  in  common,' 
De  Sole.  "They  ha 
great  uniformity  of  si 
De  Sole  himself  chooses  the  locati< 
every  company-owned  store — boll 
Gucci  and  for  YSL. 

Tom  Ford — De  Sole's  collabo 
and  the  group's  creative  direct 
meticulously  grooms  every  Gucci 
YSL  store  to  fit  his  idea  of  the  wo 
each  brand  represents.  And  that's 
the  flowers  in  the  Gucci  stores  are  c 
the  same  height.  For  YSL  Ford  1 
with  the  idea  of  breeding  special  1 
orchids,  but  decided  the  flower  wa 
"uptight"  for  the  Yves  St.  Lau 
woman.  Now  he's  playing  around 
Turkish  poppies,  though  they're 
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ning  into  devilish  customs  problems. 

Are  these  guys  getting  a  bit  neu- 
rotic? Maybe.  But  they  are  also  redefin- 
ing fashion.  In  their  world,  value  comes 
from  a  brand  image  more  than  from  a 
designer's  artistry.  A  lot  of  purists  don't 
like  this  attitude  because  it's  too  corpo- 
rate. To  the  fashion-student  demon- 
strators who  mockingly  spray-painted 
the  Gucci  logo  outside  Paris  shows,  Yves 
St.  Laurent  remains  fashion's  patron 
saint,  touched  by  couture  genius — and 
so  what  if  he  was  a  lousy  businessman. 
"Everybody  sits  at  the  shows  and  says, 
'Thank  God,  there's  still  Yves!'  "  says 
Dawn  Mello,  the  former  Gucci  head 
who  hired  Tom  Ford  in  1990. 

The  same  partisans  of  St.  Yves  say 
Ford  isn't  really  a  designer  at  all.  If  by 
that  they  mean  someone  who  dreams 
up  every  ruffle  and  frill,  Ford  agrees.  "I 
still  sketch  the  clothes  for  the  shows,  but 
all  the  other  products  I  direct,"  he  says. 
The  actual  sketching  is  mostly  done  by 
20  designers  at  Gucci  and  10  at  YSL. 
"This  job  simply  didn't  exist  on  the  scale 
that  I'm  doing  it,"  says  Ford.  "The  world 
has  changed  since  Yves  St.  Laurent." 

To  what  degree  is  evident  in  the  re- 
cent imbroglio  over  designer  Hedi  Sli- 
mane.  The  talented  young  Slimane  was 
designing  Yves  St.  Laurent's  menswear 
to  great  acclaim  when  Gucci  bought  it. 
But  Slimane  bridled  at  reporting  to 

Less  Costs  More 


How  do  you  make  a  product  sought  after?  Make  people  try  real  hard  to  find  it. 


This  is  not  just  about  egos  or  the 
different  ways  Gucci  and  LVMH  are  run. 
It's  about  how  brands  are  created  and 
protected.  "Gucci  is  a  trailblazer  in  the 
massification  of  fashion,"  says  Sara  Gay 
Forden,  author  of  The  House  of  Gucci 
(William  Morrow,  2000).  "It's  a  unique 
marriage  between  the  managerial  and 

the  creative  sides.  Others   

are  trying  it,  but  they're 
not  doing  it." 

You  can  see  what  she 
means  in  the  scale  of  op- 
erations. In  women's 
ready-to-wear,  Gucci  and 
YSL  produce  13  collections 
a  year,  up  from  only  6  in 
1994  when  De  Sole  took 
over.  Ford  oversees  all 
product  categories  at 
Gucci  and  YSL  Beaute, 
seven  at  Yves  St.  Laurent. 
If  Gucci  is  to  grow  despite 
its  own  severe  limits  on  distribution,  it 
must  manage  to  sell  an  ever-wider 
array  of  luxury  goods  through  the  few 
outlets  it  maintains. 

At  the  same  time  that  he  has  slashed 
distributors,  De  Sole  has  taken  a  broad 
scythe  to  Gucci  suppliers.  One  of  his 
first  acts  as  chief  executive  was  to  visit 
each  of  Gucci's  50  leather  manufactur- 
ers, eliminating  6  of  them  in  just  a  mat- 
ter of  weeks.  To  the  survivors  he  offered 


AT THE  SAME 
TIME  HE  HAS 
SLASHED 
RETAILERS, 
DE  SOLE  HAS 
TAKEN  A 
BROAD 
SCYTHE  TO 
SUPPLIERS. 


Brand 

-  — 

Product 

Price 

Number 
of  outlets 

Sample 
locations 

Polo  by  Ralph  Lauren 

Navy  blazer 

$650 

2,630 

Macy's,  Lord  &  Taylor,  Today's  Man 

Kate  Spade 

Leather  handbag 

325 

322 

Nordstrom,  Saks  Fifth  Avenue.  Neiman  Marcus 

Jaeger-LeCoultre 

18k  pink-gold  watch 

10,500 

105 

Tourneau,  Cellini,  Neiman  Marcus 

Kiton 

Cashmere  sports  jacket 

3,600 

40 

Bergdorf  Goodman,  Louis  Boston 

Olivier  de  Percin 

18k  gold  cufflinks 

2,600 

4 

Barneys  New  York,  Wilkes  Bashford 

Source:  Companies. 

Tom  Ford.  He  wanted  autonomy.  De 
Sole  said  no,  and  Slimane  defected  to 
Christian  Dior,  controlled  by  Bernard 
Arnault,  who  runs  LVMH.  Now  Dior 
has  two  designers — Slimane  for  men's 
and  the  equally  talented  John  Galliano 
for  women's.  "I  don't  get  it,"  says  De 
Sole,  shaking  his  head.  "They're  both  so 
good — why  would  you  have  a  brand 
with  two  different  creative  visions?" 


financial  and  technical  support  in  elec- 
tronic leather-cutting,  as  well  as  in 
order  and  inventory  systems.  Result: 
The  small  network  of  suppliers  turned 
out  3.5  million  leather  pieces  last  year, 
up  from  2.5  million  the  year  before  and 
only  640,000  when  De  Sole  took  over. 
Production  lead  time  has  dropped  by 
40%  over  this  period  to  50  to  70  days. 
All  this  during  a  time  when  the  number 


of  Gucci  products  has  prolife 
twentyfold  to  1 0,000  different  iter 
Gucci  is  frequently  compart 
LVMH,  with  which  it  is  locked  i 
mously  mortal  battle  in  the  ma 
place  and  in  the  courts.  Their  fates 
been  intertwined  ever  since  LV| 
majority  shareholder,  Bernard  An 
balked  in  1994  at  bi 
Gucci,  then  in  very 
straits,  for  $400  mi 
Beginning  in 
though,  Arnault  b 
acquiring  shares  of  ( 
amassing  34.4%  by 
De  Sole  fought  hir 
and  persuaded  the 
to  issue  $2.9  billic 
new  shares,  represenl 
40%    stake,   to  v 
knight  Francois  Pin 
majority  owner  ol 
European  retail  giant 
ault-Printemps-Redoute.  That  r 
reduced  Arnault's  stake  to  20.6%— 
prompted  him  to  file  suit  in  Am 
dam,  where  the  court  has  authorize 
investigation  into  the  deal. 

LVMH  is  doing  well,  with  a  20°A 
erating  margin  last  year  on  a  ver 
verse  collection  of  brands  (Mo 
Chandon,  Veuve  Clicquot,  Henn 
Louis  Vuitton,  Fendi,  Dior,  Given 
and  two  retail  chains  (Sephora  an 
Bon  Marche).  "In  contra 
Gucci,  they've  expanded 
anything  and  everything- 
cluding  some  things 
probably  regret,"  says  D 
Yoffie,  a  Harvard  Busi 
School  professor  who  c 
saw  a  case  study  on  G 
Group  last  year. 

Notwithstanding  the  1 
at  YSL  during  its  c< 
makeover,  Gucci  last  year  enjoyed  a 
operating  margin  on  its  narrower  r 
'  of  fashion,  accessories  and  perfurr 
there  a  correlation  between  De  S 
ruthless  control  of  distribution 
profitability?  There  seems  to  be.  The 
proof  will  emerge  in  the  next  year  c 
as  De  Sole  and  Ford  try  to  replica 
Yves  St.  Laurent  what  they  have  aln 
done  at  the  rest  of  Gucci. 
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Did  Deloitte  &  Touche  contribute  a  key 
ingredient  to  the  fast-food  lending  fiasco? 


BY  KELLY  BARRON 

WITH  ITS  REPUTATION  TAR- 
nished  by  accusations  of 
racism,  Denny's  scored  a 
public  relations  coup  in 
1998  when  it  announced  that  the 
brother  of  basketball  star  Hakeem  Ola- 
juwon  would  buy  63  franchises. 

"Olajuwon  Holdings  has  proven  to 
be  an  excellent  addition  to  our  fran- 
chise community,"  gushed  Denny's 
then-president,  John  Romandetti. 

But  barely  21  months  later,  Akinola 
Olajuwon's  company  filed  for  bank- 
ruptcy and  Denny's  wound  up  buying 
back  the  stores  for  $4.5  million  cash  and 
$10.3  million  in  other  liabilities.  Buried 
under  debt  and  claiming  $7  million  in 
losses  on  $71  million  in  sales,  Olajuwon 
sued  the  seller  of  the  restaurants, 
Phoenix  Restaurant  Group,  for  not  dis- 
closing the  shoddy  condition  of  several 
of  the  units. 

But  now  his  lawyer  blames  someone 
else  for  the  downfall  of  his  client:  ac- 
counting firm  Deloitte  &  Touche,  whose 
popular  restaurant-valuation  model  was 
used  to  help  underwrite  a  loan  to  Ola- 
juwon Holdings  from  Deutsche  Bank 
North  America's  now-defunct  financ- 
ing subsidiary. 

"Denny's  really  wanted  the  deal  to 
fly.  But  the  critical  blow  was  the  valua- 
tion," claims  Roger  Schmidt,  Olajuwon's 
attorney. 

With  the  fast-food  industry  experi- 
encing a  rash  of  franchise  failures,  a  lot 
of  fingers  are  pointing  at  Deloitte,  a  cru- 
cial middleman  in  the  financing  of  these 
ventures.  Its  valuations  made  possible  a 
big  chunk  of  the  $10  billion  of  securi- 
tized  franchise  loans  now  outstanding.  It 
did  that  by  assigning  rich  enterprise  val- 
ues to  restaurants  for  owners  to  borrow 
against.  These  values  were,  most  of  the 
time,  well  in  excess  of  the  hard  assets, 
like  buildings  and  deep-fat  fryers,  that 
could  have  served  as  collateral  for  old- 


fashioned  bank  loans.  Working  from  the 
Deloitte  valuations,  securitizers  like 
Franchise  Mortgage  Acceptance  Co. 
(FMAC)  issued  the  loans,  packaged  them 
into  securities  and  then  peddled  the  se- 
curities to  insurance  companies  via 
Lehman  Brothers,  Morgan  Stanley  and 
other  Wall  Street  firms. 


Much  like  the  fast- 
food  industry  it  served, 
Deloitte  standardized  its  valuation 
model  to  help  lenders  make  speedy  de- 
cisions. Loan  officers  at  Franchise  Mort- 
gage Acceptance,  for  instance,  are  said 
to  have  had  the  Deloitte  model  installed 
on  their  desktop  computers.  There  were 
discounts  for  combos:  In  a  1996  sales 
letter  to  a  lender,  Deloitte  offered  a  fee  of 
$975  for  a  one-unit  borrower,  but  only 
$900  for  someone  with  three  units. 

Call  it  hindsight,  but  now  it's  appar- 
ent that  a  combination  of  aggressive 
lenders  and  Deloitte's  model  generated 
too-generous  valuations.  "It's  not  just  a 
couple  of  lenders.  It's  a  faulty  model  that 
an  entire  industry  used,"  says  Christo- 
pher Volk,  chief  operating  officer  of 
Franchise  Finance  Corp.  of  America,  a 
loan  securitizer  in  Scottsdale,  Ariz. 

In  the  case  of  Akinola  Olajuwon,  at- 
torney Schmidt  says  the  Deloitte  model 


Denny's  franchisee  Akinola 
Olajuwon  got  cooked. 


valued  the  restaurants  at  $42  milli 
average  of  $670,000  each.  That  app 
was  used  to  land  $29  million  in  fil 
ing  from  the  Deutsche  Bank  unit, 
that  in  turn  was  packaged  in  a  $24(1 
lion  bond  pool.  Defaults  and  d 
quencies  in  such  fast-food  bond 
are  soaring;  54%  of  the  loans  in  jus 
1996  FMAC  issue,  for  instance,  are 
Schmidt  contends  that  more  tl 
dozen  of  the  Olajuwon  restaurants 
inoperable  when  the  valuation  wa 
formed,  causing  Olajuwon  to  unde 
mate  how  much  work  was  invo 
One  restaurant  on  the  outskir 
Houston  was  boarde< 
with  weeds  sprouting 
parking  lot.  Others  na 
as  much  as  $500,00 
new  roofs,  stoves  an 
placements  of  tat 
booth  seats  held  tog 
with  duct  tape.  Us< 
buyers  of  real  estate  t 
good  look  before  sign 
deal,  but  that  detail  w< 
idently  overlooked  hei 
Among  its  flaws, 
loitte's  model  undei 
mated  the  costs  of  rurl 
a  restaurant,  contends 
of  Franchise  Financ 
many  cases,  it  pegged 
eral  and  administr 
costs  at  just  2%  of  sales.  In  reality,  i 
cost  5%  or  more  to  run  a  restaura 
The  exuberant  Deloitte  valu; 
also  paid  scant  attention  to  the  age 
restaurant  and  to  potential  renov 
costs.  That's  problematic  because  a 
food  joint  really  does  wear  out. 

In  a  terse  statement,  Deloitte 
tends  that  its  work  on  the  Olajuwor 
is  being  mischaracterized  as  an  appr 
and  denies  any  liability  in  the  case 
firm  adds  that  its  valuations  are  lir 
in  scope  and  are  "one  small  piece  c 
wide  range  of  information  lenders 
sider  when  underwriting  a  loan." 

Deloitte  nonetheless  has 
tweaked  its  model,  focusing  mor 
real  estate  values  and  increasing 
mated  operating  costs.  But  that's 
relief  to  folks  trying  to  work  throug 
mess. 
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ixed  Signal 


T  WAS  THE  MOMENT 
the  Texas  Instruments  engineers  had 
been  working  toward.  Assembled  in 
December  1998  at  George  Lucas'  Sky- 
walker  Ranch  in  bucolic  Nicasio,  Calif., 
they  were  there  to  demonstrate  Tl's 
new  digital  cinema  projector  to  Lucas 
himself,  who  wanted  to  debut  a  digital 
version  of  his  upcoming  release  of 
Star  Wars:  Episode  I. 

As  the  crowd  filed  into  the  screen- 
ing room  to  watch  movie  excerpts, 
Lucas  arrived,  looking  distracted.  The 
engineers  needn't  have  worried.  Lucas 
loved  the  demonstration. 

"He's  a  pretty  quiet  guy,  so  he  does 
not  say  a  lot.  But  I  could  tell  he  was  re- 
ally interested,"  recalls  TI  engineer 
Douglas  Darrow.  Since  then  70  digital 
projectors  based  on  Tl's  technology 
have  been  installed  in  31  theaters 
around  the  world. 

It  was  another  win  in  a  long  string 
of  coups  for  Tl's  special-purpose  mi- 
croprocessors. In  order  to  speed  up  and 
refine  the  digital  image,  Tl's  projector 
technology  uses  digital  signal  proces- 
sors— essential  ingredients  in  cell 
phones,  computers  and  consumer  elec- 


tronics devices.  The  bet  TI  made  on 
DSPs  in  the  mid-1990s  has  paid  off  big: 
80%  of  the  cell  phones  sold  last  year  use 
a  TI  DSP  or  analog  chip.  Lehman  Broth- 
ers says  the  company  will  net  $674  mil- 
lion on  revenue  of  $9  billion  this  year. 

The  winning  hand  belongs  to  Chief 
Executive  Thomas  Engibous,  who  took 
over  in  1996  after  his  predecessor,  Jerry 
R.  lunkins,  dropped  dead  from  a  heart 
attack.  In  his  days  at  the  top  Engibous 
has  seen  his  company's  share  price  climb 
660%  to  a  recent  $38  (though  it  went  as 
high  as  $100  last  year).  Emboldened  by 
the  company's  success,  Engibous  is  now 
talking  about  making  TI  the  "most  valu- 
able and  most  important"  chip  com- 
pany of  the  decade.  That  implies  unseat- 
ing Intel,  which  has  three  times  Tl's  $65 
billion  market  capitalization.  That's  a  tall 
order,  even  for  someone  in  Texas. 

"What  I'm  talking  about  is  not  just 
doing  well,  but  doing  exceptionally 
well,"  says  Engibous,  48,  in  a  sparse 
conference  room  in  the  company's  Dal- 
las headquarters.  "Doing  the  best  of  any 
semiconductor  company  of  this 
decade,  to  be  specific.  That's  what  we 
really  have  an  ambition  to  do.  We  still 


have  a  lot  of  work  to  do  to  get  then 
But  last  year's  winners  in  tech 
ogy  aren't  always  next  year's, 
there's  no  telling  where  the  chips 
fall  when  the  world  advances  to 
next  generation  of  wireless  telephc 
In  the  meantime  TI  confronts  the  s 
collapse  in  demand  that  Intel  and  n 
other  electronics  hardware  compa 
are  facing.  First-quarter  sales  fell  8C 
$2.5  billion,  and  the  company  w; 
that  sales  will  likely  fall  20%  seqi 
tially  in  the  second  quarter.  In  respc 
TI  is  sacking  2,500  workers  and  cur 
ing  research  and  capital  spending, 
erating  profit  in  Tl's  important  st 
conductor  business  fell  to  $304  mill 
or  14%  of  sales,  less  than  half  the  y 
earlier  percentage.  Its  share  of  the  r 
ket  for  programmable  DSPs  was  d< 
4%  last  year,  to  44%,  according  to  r 
ket  researcher  Forward  Concepts. 

"I  think  the  visibility  right  noi 
cloudy,"  admits  Engibous.  "\i 
maybe  a  quarter  or  so  away  from  fij 
ing  out  how  bad  the  U.S  economy  i 
But  the  greater  challenge  is  just 
ginning.  As  cell  phones  migrate  fro 
largely  voice-driven  digital  technol 
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1  won  big.  But  that  doesn't  mean  it  will  necessarily  win 

he  next  generation  of  technology.  BY  ELISA  WILLIAMS 
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to  broadband  packet     Gilles  Delfassy 
technologies  (known    got  Tl  in  on 
by  the  clunky  acronym  ||£f^ 
3G,  for  "third  genera-  Nokia 
tion"),  the  phones  will 
become  more  like  wireless  versions  of 
the  Internet,  delivering  e-mail,  games 
and,  eventually,  video  clips. 

It's  here  that  Intel  could  recapture 
ground  it  lost  to  TI  in  the  1990s  in  com- 
munications chips.  Having  given  up 
hope  of  catching  Tl's  huge  lead  in  exist- 
ing DSP  technology,  Intel  instead  has  set 
its  sights  on  the  next  generation  of  cell 
phones.  As  Intel  sees  it,  the  data-rich 
environment  of  tomorrow's  wireless 
networks  will  more  resemble  the  PC 
world  where  Intel's  processors  domi- 
nate than  the  cell  phone  world  where 
Tl's  DSPs  dominate.  "We're  in  a  unique 
position  to  help  bridge  the  gap  between 
the  Internet  and  its  deployment  in  the 
wireless  world,"  boasts  Ronald  Smith, 
Intel's  senior  vice  president  in  charge  of 
wireless.  Already  the  largest  memory 
chip  supplier  to  cell  phone  makers, 
Intel  has  set  up  a  wireless  design  center 
in  Stockholm,  where  it  is  courting 
Nokia  and  Ericsson. 

It's  bracing  to  be  a  heck  of  a  fight. 
Intel  contends  that  its  technology,  an 
outgrowth  of  the  aptly  named  Strong- 
arm  chip  unit  it  bought  from  Digital 


"What  I'm  talking  about  is  not  just  doing 
well,  but  doing  exceptionally  we 


Equipment,  will  beat  Tl's  technology  as 
cell  phones  get  more  PC-like.  Intel  plans 
to  soon  pit  a  multichip  solution  en- 
compassing a  Strongarm  microproces- 
sor against  an  existing  two-DSP  offering 
from  TI.  Intel  claims  its  chipset,  which 
is  not  yet  available,  will  be  powerful 
enough  to  run  wireless  video  and  have 
the  smarts  to  adjust  its  own  power  con- 
sumption to  conserve  battery  time. 

TI  claims  to  do  a  better  job  of  deliv- 
ering speed  for  wireless  data  transfers  by 
using  two  DSP  cores  in  a  single  chip, 
which  allows  for  faster  processing.  Intel's 
offering,  on  the  other  hand,  leverages  off 
an  internal  microprocessor,  which  is  bet- 


ter at  handling  PC-like  software. 

It's  in  this  area  where  Engibous  and 
TI  will  be  put  to  the  test.  With  the  next 
generation  of  phones,  TI,  Qualcomm 
and  other  cell  phone  chip  companies 
will  for  the  first  time  have  to  court  mul- 
timedia software  developers  and  com- 
pete in  a  game  that  Intel  has  been  win- 
ning for  years  in  the  PC  business.  The 
software  is  crucial  because  it  provides 
the  features  that  make  it  possible  for 
service  providers  such  as  AT&T,  Verizon 
Wireless  and  Cingular  to  get  a  return 
on  their  huge  investments  in  wireless 
high-speed  data  connections. 

"The  architecture  of  the  chip  is  not 


as  important  as  is  the  architeo 
of  the  software  which  is  runi 
it,"  says  Anssi  Vanjoki,  an  execi 
vice  president  of  mobile  ph 
giant  Nokia  (FORBES,  May 
"That's  more  important  wh« 
comes  to  the  service  providers  in  i 
they  want  to  run  their  business." 

Intel  claims  this  new  twist  ini 
competitive  landscape  gives  it  a  sig) 
cant  edge.  It  says  it  takes  just  days 
software  programmers  who  have  v 
ten  for  its  computer  chips  to  conj 
their  programs  for  cell  phones, 
company  says  it  already  has  35  con 
nies  that  are  writing  programs  to) 
on  its  new  Personal  Client  Architect 
Intel's  wireless  equivalent  of  its  X86 
chitecture  for  PCs,  the  lingua  fra 
upon  which  all  IBM-compatible  s 
ware  is  written. 

In  an  effort  to  sway  software  da 
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opers  into  its  camp,  TI  is  promoting  its 
own  version  of  a  software  architecture 
for  3G.  Until  now  cell  phone  software 
has  been  written  for  specific  chips  in  as- 
sembly language,  meaning  that  a  soft- 
ware developer  has  a  limited  audience 
for  each  program  developed. 

But  by  creating  the  equivalent  of 
Intel's  Pentium,  Tl's  Open  Multimedia 
Applications  Platform,  or  OMAP,  allows 
software  developers  to  write  programs 
for  multiple  operating  systems.  The 
phone  can  then  get  its  software  updated 
and  expanded,  just  like  a  PC.  In  theory, 
a  cell  phone  user  could  simply  down- 
load applications  on  the  fly,  similar  to 
the  way  PC  applications  can  be  down- 
loaded off  the  Internet. 

"They're  really  opening  up  for  the 
first  time  their  technical  solution  to 
more  generic  application  develop- 
ment," says  Donald  Millers,  senior  vice 
president  of  engineering  for  Beatnik 
Inc.,  a  developer  of  audio  software. 
"That  means  you're  going  to  see  a  lot 
more  people  jumping  in  writing  appli- 
cations for  wireless  devices.  In  the  old 
days  you  had  to  be  a  DSP  programmer 
and  it  was  pretty  grungy  work." 

But  the  battle  to  establish  standards 
in  next-generation  cell  phones  has  just 
begun.  Qualcomm  recently  unveiled  its 
own  version  of  a  common  applications 
platform:  Binary  Runtime  Environment 
for  Wireless,  or  Brew.  Among  several 
other  software  developers,  Qualcomm  al- 
ready has  enlisted  digital  music  service 
MP3  to  design  applications  on  Brew. 
"Brew  is  a  layer  of  software  that  goes  on 
top  of  the  chips  that  makes  it  simple  for 
third-party  developers  to  write  applica- 
tions," says  Qualcomm's  chief  operating 
officer,  Richard  Sulpizio.  "So  we're  try- 
ing to  enable  people  to  not  worry  about 
the  physical  layer  for  the  software." 

Of  course,  Brew  is  only  being  devel- 
oped for  Code  Division  Multiple  Access, 
or  CDMA  chipsets,  Qualcomm's  claim  to 
fame  and  the  likely  technology  of  choice 
for  data-intensive  wireless  applications 
(in  contrast  to  Time  Division  Multiple 
Access  and  Global  System  for  Mobile 
Communications,  the  predominant 
technologies  until  now).  Though  TI  li- 
censes CDMA  from  Qualcomm  for  its 


DSP  chipsets,  TI  faces  a  potential  f 
CDMA  continues  to  catch  fire,  sin» 
one  can  license  the  same  techn 
More  handset  makers  may  opt  to 
use  Qualcomm's  chips  or  licer 
technology  to  make  their  owr 
could  be  the  case  for  Hyundai,  T 
and  other  companies  that  have  ii 
semiconductor  capacity. 

"In  the  third  generation  tr 
going  to  be  a  lot  more  compet 
warns  Qualcomm's  Sulpizio.  "Til 
of  course,  is  to  leverage  their  rel 
ships  with  their  current  custome 
But  I  contend  the  market  shar 
Nokia  has  had  and  the  margins  t 
had  is  a  thing  of  the  past." 

Perhaps  to  hedge  its  bets,  TI  la 
paid  $475  million  in  stock  fo 
Wireless,  a  San  Diego  CDMA 
founded  by  former  Qualcomm 
neers.  The  company  also  claims 
has  won  several  design  contract 
handset  makers  using  its  CDM^ 
technology,  but  it  refuses  to  disclo 
of  the  deals.  "Certainly  we  do  nc 
competitors,"  Engibous  deadpan: 

Characteristically  nonplussed 
this  latest  challenge  to  Tl's  busine* 
gibous  is  confident  TI  can  mat 
necessary  changes  to  compete.  If 
won't  be  due  to  his  charismatic  le 
ship.  In  stark  contrast  to  his  flamb 
and  self-promoting  competitors  i 
con  Valley,  Engibous  has  a  perso 
that's  about  as  nondescript  as  the 
western  plains  he  grew  up  on.  "H« 
not  seek  the  spotlight,"  says  J 
Adams,  a  veteran  TI  director  an 
company's  chairman  from  19 
1998.  "Unlike  other  tech  CEOs,  he 
full  of  himself." 

One  of  the  few  times  he  was  i 
character  was  when  he  agreed 
cameo  role  in  an  in-house  music 
performed  by  TI  employees.  In  the 
video,  which  was  used  as  a  sales 
vator,  Engibous  plays  a  bartender 
tells  a  downtrodden  salesman  tc 
the  right  thing"  and  join  TI. 

Okay,  no  one  at  MTV  is  callin 
going  forward,  Engibous  will  tur 
the  charm  with  Tl's  customers  an 
dependent  software  developers.  I 
past,  the  company  took  more  of  a 
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approach  to  product  develop- 
.  With  its  military-like  hierarchy 
nyriad  product  lines,  innovations 
rarely  exploited  in  the  old  TL  Even 
hone  DSPs,  now  a  foundation  for 
jmpany,  developed  unnoticed  in 
uropean  division  until  a  similarly 
ticed  meeting  took  place  in  Fin- 
n  1992. 

was  then  that  Gilles  Delfassy,  now 
r  vice  president  of  Tl's  wireless 
ess,  sat  in  a  sauna  with  executives 
Nokia,  then  a  troubled  conglom- 
,  By  the  time  Delfassy  and  his 
sh  friends  were  jumping  au  na- 
in  the  snow  afterwards,  Delfassy 
ilaced  Tl's  DSP  technology  square 
1  middle  of  the  emerging  technical 
ards  for  early  digital  phones, 
tuna  parties  aren't  the  usual  way 
urting  customers  over  here,  but 


there  was  a  lesson  learned  about  listen- 
ing to  outsiders.  Digital  projector 
maker  InFocus  of  Wilsonville,  Ore.,  for 
instance,  complained  that  Tl's  digital 
projector  engine  weighed  13  pounds, 
making  it  impossible  for  InFocus  to 
cater  to  traveling  businesspeople.  But 
after  an  hour-long  meeting  with  Engi- 
bous,  InFocus  got  the  go-ahead  to  re- 
design the  engine  itself,  recalls  InFocus 
Chief  John  Harker.  Thanks  to  that  de- 
sign help,  Tl's  technology  leads  the 
market  for  portable  digital  multimedia 
projectors. 

TI  didn't  seize  all  the  opportunities 
for  its  signal  processors.  In  1998  it 
formed  a  group  in  Houston  to  design 
chips  for  digital  music  players.  Though 
the  group  snared  deals  with  Thomp- 
son, Sony  and  other  companies,  it 
missed  out  on  supplying  chips  for  the 


top-selling  device:  Sonicblue's  Rio.  In- 
stead, Cirrus  Logic  won  the  deal  and 
now  claims  a  Tl-like  70%  share  of  the 
DSPs  in  that  niche  market. 

Sometimes,  it  seems  that  the  com- 
pany is  just  star-crossed.  Noses  are  still 
twitching  from  December,  when  a 
skunk  wandered  into  the  company's 
Piano,  Tex.  Digital  Light  Processor  divi- 
sion, just  when  customers  were  in  the 
building.  In  another  instance  Gilles 
Delfassy  was  being  interviewed  by  Up- 
side magazine,  the  Silicon  Valley  tech 
journal,  when  the  reporter  keeled  over 
from  a  heart  attack  and  had  to  be 
rushed  to  the  hospital. 

TI  worth  more  than  Intel?  It  could 
happen  someday.  Technology  is  quirky. 
But  for  this  to  happen  Tom  Engibous 
would  have  to  be  dealt  two  lucky  hands 
in  a  row.  F 


It's  here  that  Intel  could  recapture  ground  lost  to  TI.  1 


ise  Melendez  and  Matthew  Harrison,  developers  of  a  new  wireless  optical  network  device,  helping  TI  move  up  to  the  next  generation. 
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TOMORROW 


TOYOTA 


Think  up  new  excuses  for 

"The  dog  ate  my  alarm  clock." 

being  late  to  work 

"My  long-lost  uncle  dropped  in  for  tea." 

"A  squirrel  short-circuited  the  garage  door." 

There  will  always  be  plenty  of  excuses  for 

not  getting  to  work  on  time.  But  in  the 

future,  traffic  may  not  be  one  of  them. 

In  San  Diego,  Toyota  has  tested  a  highway 

system  that  helps  vehicles  automatically 

maintain  a  safe  distance  from  each  other, 

regulating  traffic  flow.  And  our  engineers 

are  also  developing  on-board  computers 

that  monitor  traffic  congestion,  suggest 

quicker  alternative  routes — even  locate 

vacant  parking  spaces. 

But  that's  just  the  beginning.  We  won't 

stop  until  bumper-to-bumper  crawls  are 

a  thing  of  the  past.  And  to  those  who 

say  that's  not  possible,  we  have  just  one 

thing  to  say.  Excuses,  excuses,  excuses. 
www.toyota.com/tomorrow 

The  Track 
Less  Taken 

Unlike  its  beaten-up  bigger 
brother,  Janus  Capital, 
shy  DST  Systems  is  doing 
great  in  mutual  funds. 

BY  NATHAN  VARDI 

HERE'S  A  NICE  TOLLGATE  ON  THE 
IRA  highway:  One  company  in 
Kansas  City,  Mo.  collects  $5  a  year 
on  a  third  of  the  mutual  fund  accounts 
in  the  U.S.  DST  Systems  does  the  ad- 
ministrative scut  work  for  72  million 
accounts,  keeping  track  of 
redemptions,  purchases 
and  dividends,  calculating 
commissions  for  brokers 
and  mailing  quarterly 
statements  to  the  fund- 
holders. 

The  beauty  of  this 
business  shines  through  in 
a  bear  market.  Most  of  the 
mutual  fund  industry 
hangs  on  a  percentage  of 
net  assets  for  its  revenue. 
DST,  in  contrast,  gets  a 
piece  rate  and  doesn't  lose 
out  until  the  customers  get 
so  angry  that  they  switch 
to  mattresses  for  their  sav- 
ings. Mutual  fund  giants 
like  Fidelity  Investments 
handle  their  own  back-of- 
fice work,  but  DST  is  by  far 
the  biggest  player  in  the 
other  60%  of  the  fund  in- 
dustry that  contracts  out.  Clients  include 
Zurich  Scudder  and  T.  Rowe  Price. 

So  you'd  think  that  publicly  traded 
DST  would  be  the  belle  of  the  bear  mar- 
ket. It  is  not,  partly  because  it's  the  step- 
sister of  the  embattled  Janus  Capital 
mutual  fund  operation  under  the 
shared  roof  of  Stilwell  Financial.  Stil- 
well  owns  33%  of  DST  and  90%  of 
Janus,  whose  flashy  managers  want 


nothing  to  do  with  the  parent 
and  aren't  happy  about  being 
lumped  together  with  steady- 
as-you-go  DST.  Both  outfits 
grew  up  as  part  of  Kansas  City 
Southern  Industries,  the  rail- 
way that  veered  off-track  into 
the  far  more  profitable  busi- 
ness of  financial  services. 

With  the  flagship  Janus 
Fund  down  38%  from  its 
March  2000  high,  Janus  Capi- 
tal is  hurting.  Somewhat  irra- 
tionally, investors  have  re- 
sponded by  unloading  their  DST  shares. 
The  stock  has  fallen  24%  this  year  to 
$48.  That's  30  times  trailing  earnings, 
low  compared  with  P/Es  at  other  data 
processors  that  don't  rely  on  servicing 
mutual  fund  operations — like  Fiserv 
and  SunGard,  both  of  which  carry  mul- 


tiples in  the  high  30s.  It's  also  low  given 
DST's  56%  gain  in  net  income  last  year 
to  $215  million  on  $1.4  billion  in  sales, 
which  were  up  11%.  (Half  the  revenue 
comes  from  fund  back-office  work  and 
the  rest  from  supporting  payments  at 
other  firms.) 

This  outfit  could  use  some  good  p.r. 
DST  doesn't  do  much  to  promote  itself 
to  Wall  Street  or  the  media.  Some  of  the 


mere  dozen  equity  analysts  who 
the  company  have  never  even  m< 
chief  executive,  Thomas  McDou 
Research  firm  Strategic  Insight  fori 
the  industry's  boom-time  an 
growth  rate  of  25%  is  likely  to  sl«i 
10%,  but  that's  not  bad  considerin 
market's  troubles.  And  DST  gets  pa) 
each  shareholder  account  its  specia 
software  processes,  regardless  of  th 
and  fall  in  asset  value.  Investors  cli 
an  equity  account  outright  are  as 
as  not  to  open  a  new  bond  fur 
money  market  account. 

As  nice  as  this  business  is,  McDo 
has  had  roving  eyes.  He  shelled  out 
million  in  stock  in  1998  for  USCS,  ai 
fornia  company  that  processes  bills  f 
million  cable  and  satellite  TV  subset 
(which  now  contributes  15%  of  DST 
enues),  and  statements  for  telecom 
viders  and  electric  ut 
(12%).  The  deal  mad* 
one  of  the  largest  first- 
mailers  in  the  U.S. 
billion  items  in  2000- 
the  new  business  hs 
own  problems. 

Revenues  from  c 
clients  dropped  4% 
year  as  some,  nol 
MediaOne,  were  bo' 
out  and  literally  di 
peared.  Unlike  the  mi 
fund  business,  this  on* 
plenty  of  competing 
sourcers,  and  profits 
slimmer.  The  cable  bi 
runs  an  operating  ma 
(net  before  depreciat 
interest  and  taxes,  as  a 
cent  of  sales)  of  11%, 
sus  30%  for  fund  servu 
Good  news  for  the  st 
DST  is  reportedly  loo) 
to  sell  its  cable  billing  operations. 

By  contrast,  analysts  expect  DSI 
win  a  good  chunk  of  the  15  mi 
mutual  fund  shareholder  account 
will  bid  on  this  year  as  fund  compa 
look  to  cut  costs  in  the  back  office, 
de  surprise  Stilwell  boss  Landon  R 
land  has  been  known  to  joke  that 
would  be  easier  if  his  chief  investir 
were  in  DST  and  not  Janus. 
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CH  ARTICLE 


BY  PETER  BRIMELOW 


Diploma  Missing 

More  high  school  students  drop  out  than  educators  would  like 
to  admit.  And  the  GED  may  not  be  a  substitute. 

Percent  of  18-to-24-year-olds  graduating  with  a  high  school  diploma 


80.3% 
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R.  ALAN  BONSTEEL  IS  AN  EMERGENCY- 
room  physician  living  in  San  Francisco 
who  dropped  out  of  high  school  ("I  was  bored 
to  tears")  but  nonetheless  went  on  to  medical  school.  As 
president  of  California  Parents  for  Educational  Choice,  Bon 
steel  has  forced  educrats  to  admit  that  the  dropout  problem  is  far 
worse  than  the  senior-year  dropout  number  they  usually  report.  Across 
the  country,  one  in  four  high  school  students  fails  to  receive  a  high  school 
diploma  (above).  The  proportion  of  students  who  graduated  decreased 
markedly  in  the  1990s. 

Some  dropouts  eventually  pass  a  graduation  equivalency  examination  lead- 
ing to  a  General  Equivalency  Diploma  (below).  Lump  diplomas  and  GEDs  to- 
gether and  you  can  show  a  more  stable  "high  school  completion  rate."  But 
Bonsteel  cites  evidence  compiled  by  Pacific  Research  Institute  researcher 
Lance  Izumi  indicating  that  employers  do  not  regard  the  GED  as  a  true  sub- 
stitute for  a  diploma. 

One  reason  for  the  deterioration:  the  increasing  fraction  of  Hispanic 
students  within  the  student  population.  Their  graduation  rate  is  ap- 
palling (55%  in  1999).  The  1999  graduation  rates  for  whites  (82%)  and 
blacks  (73%)  were  higher  than  for  Hispanics,  but  still  were  down  dur- 
ing the  1990s.  F 

Research:  EDWIN  S.  RUBENSTEIN,  research  director,  Hudson  Institute,  Indianapolis. 
edwinr@hudson.org.  Graphics:  DAVID  LAD  A. 


A  substantial,  increasing  shai 
of  l8-to-24-year-olds  don't  g 
diplomas  in  high  school ... 


9.25 


Students  completing  high  school 
by  alternative  means  (GED,  etc) 


4.2% 


instead,  more  use  alternative 
completion  methods— but 
employers  are  skeptical. 

Source:  Dropout  Rates  in  the  United  States:  1999,  November  2000.  U.S.  Dept.  ofEdt 
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We  care  for  the  male  gender:  take  the  classic 
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case  for  protection  against  magnetic  fields. 
Water-resistant  to  200  feet  and  proof 
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(suggested  retail  price). 
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Since  1868. 
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To  receive  a  one  year  FREE  subscription  to  WATCH  INTERNATIONAL 
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PointotVie^By  Steve  H.  Hanke 


Africa  and  Economics 


THE  WHOLE  WORLD  IS  WORRIED  ABOUT  AFRICA, 
and  with  good  reason.  Late  last  year  the  Interna- 
tional Monetary  Fund  and  the  World  Bank  ap- 
proved a  $34  billion  debt  relief  package  for  22  of 
what  they  classify  as  "heavily  indebted  poor  coun- 
tries"; 18  of  them  are  in  Africa.  Secretary  of  State  Colin  Pow- 
ell has  said  Africa  wiU  be  a  priority  for  him.  The  leading  in- 
dustrialized nations,  the  G-7,  are  putting  together  a 
multibillion-dollar  fund  to  fight  AIDS  and  other  infectious 
diseases  that  are  endemic  in  Africa. 

Sub-Saharan  Africa  is  beset  with  so  many  problems  that 
the  mind  boggles.  The  average 
income  per  capita  (excluding 
South  Africa)  is  S3 15,  lower 
than  it  was  in  1960,  inflation- 
adjusted.  Africa's  total  in- 
come, for  a  population  more 
than  twice  that  of  the  U.S.,  is 
not  much  more  than  Bel- 
gium's. The  median  gross  do- 
mestic product  per  African 
country  is  $2  billion.  That's 
equal  to  the  output  of  a  town 
of  60,000  in  a  rich  country. 

Africa's  share  of  world 
trade  has  fallen  to  less  than 
2%.  Instead  of  being  trade  de- 
pendent, Africa  has  become 
aid  dependent,  with  net  trans- 
fers from  foreign  assistance  averaging  9%  of  gross  domestic 
product.  The  capacity  of  the  region's  governments  to  deliver 
basic  services — public  safety,  clean  water,  health  and  school- 
ing— has  deteriorated  dramatically.  It  was  true  a  generation 
ago,  and  it  is  just  as  true  today:  Many  governments  in  Africa 
are  corrupt  and  incompetent. 

The  economic  growth  required  to  keep  the  number  of 
poor  from  rising  is  5%  annually.  Attaining  that  growth  target 
will  be  enormously  hard  because  of  a  demographic  weak- 
ness that  is  harming  productivity,  earnings  and  savings.  It's 
mirrored  in  the  soaring  dependency  ratio,  which  is  the  pop- 
ulation of  children  and  elderly  divided  by  the  population  of 
active  workers.  That's  because,  all  over  Africa,  workers  in 
their  prime  productive  years  are  struck  down  by  AIDS  and 
other  illnesses. 

There  is  no  debate  about  how  horrible  these  problems 
are.  There  is  much  debate  about  their  root  causes.  I  would 


Without  sound 
property  rights, 
the  billions  of 
dollars  being 

ginned  up 
to  save  Africa 
promises  to  be 
money  down 
the  drain. 


like  to  nominate  one  c 
that  is  overlooked  by 
great  majority  of  people 
consider  themselves  hui 
itarians:  a  lack  of  prop 
rights. 

If  Africans  can't  bt 
sured  of  owning  lan< 
goods,  they  can't  have  I 
tioning  economies.  ' 
brigands  able  to  grab 
thing  in  sight,  there's  n 
centive  to  produce  material  goods  or  to  build  a  futui 
All  too  often  in  Africa,  people  can't  even  be  assun 
owning  their  own  bodies.  Child  slavery  is  common,  par 
larly  in  West  Africa,  where  youngsters  are  routinely  shi 
off  to  the  Middle  East  to  work  as  unpaid  laborers,  t 
more  are  sold  into  bondage  at  home.  Although  accurat 
ures  are  hard  to  come  by,  the  International  Labor  Orga 
tion  estimates  that  80  million  African  children  betwee: 
ages  of  5  and  1 4  work  as  slaves. 

The  bloody  legacy  of  Africa's  ongoing  wars  stems 
conflicts  over  resources.  Consider  that  20%  of  African 
directly  affected  by  civil  wars  that  have  resulted  in  3.3  m; 
refugees  and  countless  deaths. 

Humanitarians  usually  assume  that  African  wars  are 
tivated  by  political,  ethnic  or  religious  differences.  Bu 
Development  Research  Group  at  the  World  Bank  has  a 
different  take.  It  studied  47  civil  wars  occurring  bet' 
1960  and  1999.  Countries  with  natural  resources  and  ill- 
tected  property  rights  are  most  subject  to  looting  by 
groups.  One  brutal  example  is  the  war  being  waged 
control  of  diamond  mines  in  Sierra  Leone. 

Less  dramatic,  but  every  bit  as  devastating  to  an  e 
omy,  is  capital  flight.  No  other  place  on  the  globe  loses 
a  large  portion  of  its  indigenous  capital  as  Africa.  If 
property  is  not  safe,  you  take  the  money  and  rur 
Africans  park  40%  of  their  wealth  outside  the  region, 
leaves  too  little  capital  available  for  investment  at  home, 
sad  result  is  that,  absent  some  enormous  reforms,  Afri 
doomed  to  continue  its  downward  spiral. 

Without  sound  property  rights,  the  billions  of  dc 
being  ginned  up  to  save  Africa  promises  to  be  money  d 
the  drain.  Good  feelings  and  foreign  aid  will  not  work, 
only  cure  is  to  install  the  basic  concept  of  ownershi 
African  economies. 
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Galician 
Beauty 

Spanish  clothier  Zara 
beats  the  competition 
in  efficiency— and 
almost  everything  else. 


BY  RICHARD  HELLER 

QUICK:  NAME  THE  WORLD'S 
fastest-growing  fashion  retailer. 
It's  European,  but  it's  not  Ital- 
ian or  British  or  Swedish — it 
hails  from  the  sleepy  Galician 
region  of  Spain.  Ask  any  urban  European 
female  under  the  age  of  30  and  chances 
are  she  has  shopped  at  Zara,  the  clothier 
whose  cheap  but  stylish  offerings  have  at- 
tracted a  cult  following.  In  the  past  five 
years  Zara  has  grown  from  179  stores 
mosdy  in  Spain  to  450  stores  in  29  coun- 
tries, with  a  footprint  stretching  from 
Copenhagen  to  Tokyo.  There  are  just  6 
stores  in  the  U.S.,  but  that  roster  could 
grow  to  as  many  as  40  by  next  year. 

Zara  makes  up  most  of  the  rev- 
enues of  Spanish  retail  group  Inditex, 
a  privately  held  firm  in  La  Coruna  that 
expects  to  offer  shares  to  the  public 
this  month.  Inditex's  revenues  have 
more  than  doubled  in  the  past  five 
years,  to  $2.3  billion.  Its  20%  operating 
margin  beats  Swedish  archrival 
Hennes  &  Mauritz;  its  return  on  equity 


is  25%  to  H&M's  23%. 

The  Zara  secret:  a  lightning-speed 
production  and  distribution  system. 
While  competitors  H&M  and  Gap  have 
their  goods  produced  as  much  as  five 
months  in  advance  of  delivery  to  stores, 
Zara's  turnaround  time  on  goods  made 
mosdy  in  Spain  is  just  three  weeks.  That 
means  designs  can  be  altered  and  new 
designs  created  as  the  season  moves 
along  to  accommodate  the  tastes  of  fickle 
customers.  Zara,  which  unlike  its  com- 
petitors spends  almost  no  money  on  ad- 
vertising, makes  at  least  10,000  different 
styles  annually.  No  style  lasts 
more  than  four  weeks.  And 
Zara  has  almost  no  ware- 
housing costs:  Clothes  are 
sorted  in  a  single  distribution 
center  in  La  Coruna  and  then 
shipped  out  in  prepro- 
grammed lots  directly  to 
stores.  Twice  a  week  every 
Zara  store  receives  deliveries 
triggered  by  real-time  inven- 
tory data  collected  through  a 
network  of  computer  handsets  feeding 
through  the  Internet  into  computers  in 
La  Coruna.  This  fancy  digital  footwork 
stripped  Inditex's  inventory  level  as  of 
January  down  to  just  7%  of  annual  rev- 
enues, compared  with  H&M's  13%. 

Inditex — whose  other  retail  chains 
include  European  names  Massimo 
Dutti,  Pull  &  Bear,  Stradivarius  and 
Bershka — is  90%  controlled  by  its  bil- 
lionaire founder  and  chairman,  Aman- 
cio  Ortega  Gaona,  a  65-year-old  Castil- 
ian  native  said  to  be  Spain's  wealthiest 
man.  In  1963  the  young  Ortega  quit  his 
clerk's  job  with  a  La  Coruna  apparel  re- 


Spain's  Mickey  Drexler? 
Reclusive  billionaire 
Amancio  Ortega. 


tailer  and,  with  5,000  pesetas 
today)  in  hand,  started  manufacti 
lingerie,  pajamas  and  nightgowns 
panding  into  retail  within  a  few  y 
he  founded  Inditex's  predecessor  i 
early  1970s  and  opened  the  first 
store  in  La  Coruna  in  1975. 

A  handsome,  round-faced,  j< 
man  whose  commanding  presenc 
lies  his  diminutive  stature,  Or 
shuns  the  public  eye  but  is  intim 
involved  with  the  business,  often  si 
ing  up  at  trouble  spots — Inditex's 
tribution  center,  for  example — 
moment's  notice  to  pitch  in.  "Ort 
not  afraid  to  get  his  hands  dirty, 
firms  one  loading  clerk. 

Ortega  is  equally  private  abou 
wealth.  Two  indulgences:  a  Falcon 
executive  jet,  which  he  uses  to  visit 
posts  of  his  empire,  and  the  rum 
ownership  of  the  Deportivo  La  Co 
soccer  club,  last  year's  Spanish  Le 
champions. 

Inditex's  public  face  is  Chief  Ex 
tive  Jose  Maria  Castellano,  a  tech 
who  served  as  head  of  information  t 
nology  for  Aegon  Espana  and  chie 
nancial  officer  for  ConAj 
Spanish  subsidiary  be 
joining  Inditex  in  1 
Castellano  is  the  brains 
hind  Zara's  distribution. 

In  preparation  for 
Madrid  stock  offering, 
tega  has  been  putting  Ii 
tex's  financial  house  in  oi 
In  the  mid-1990s  he  lurec 
ditex's  auditor  from  Art 
Andersen  as  chief  finan 
officer.  The  accountant  has  reducec 
debt-to-equity  ratio  from  17%  to  4% 
What  is  this  firm  going  to  be  wo: 
Shares  will  be  priced  between  $12 
$13,  valuing  the  company  at  $8  bil 
almost  as  high  as  Britain's  Mark 
Spencer  or  H&M,  albeit  dwarfec 
Gap's  $24  billion.  A  float  of  26%  wd 
raise  $2  billion. 

Zara's  sizzling  growth,  which  so 
has  beaten  the  odds  in  a  sluggish  re 
climate,  has  investors  salivating  over 
offering.  But  the  quick-change  art 
who  shop  there  may  someday  get  ah 
of  even  Zara's  vaunted  systems. 
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A  Delta 
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BY  CHANA  R.  SCHOENBERGER 

THE  PHILOSOPHY  OF  BASF  AG, 
the  world's  biggest  chemical 
company,  is  made  visible  in 
all  directions  from  the  top  of 
the  glass-and-steel  Friedrich- 
Engelhorn-Haus  in  Ludwigshafen,  Ger- 
many. For  four  square  miles,  bundles  of 
blue  and  green  pipes  snake  from  one 
plant  to  another,  carrying  chemicals 
that  turn  into  by-products  that  turn 
into  finished  goods.  Waste  is  burned  for 
energy  to  run  the  plants.  BASF  operates 
five  more  complexes  just  like  it  around 
the  world,  each  dubbed  a  "Verbund," 
German  for  combine. 


To  some  ears  "combine"  sounds 
nefarious,  but  to  BASF  Chairman  Jiir- 
gen  Strube  it  connotes  efficiency  and 
profits.  BASF,  with  $33.7  billion  in  2000 
revenues,  has  always  stuck  to  the  Ver- 
bund concept,  in  marked  contrast  to 
the  recent  trend  in  most  industries. 
BASF  hoards  assets  other  companies 
would  dump,  everything  from  its  own 
oil  exploration  and  natural  gas  distrib- 
ution business  to  a  private  railway  and 
company-owned  employee  housing  in 
Ludwigshafen. 

"In  the  foreseeable  future  Verbund 
will  continue  to  be  the  best  strategy," 
says  Strube.  During  his  decade-long 


reign  he  has  spent  $21  t 
spreading  Verbund  as 
Texas,  Malaysia  and  C 
The  company  claims  tha 
ciencies  from  total  integi 
save  it  $712  million  a  y< 
logistics,  energy  and  i 
structure  costs. 

Strube  has  delivere 
spectable  results,  logging 
the  past  decade  annu; 
creases  of  5%  and  9%,  re 
tively,  in  sales  and  profr 
share.  Corresponding  nui 
for  archrival  DuPont: 
and  7%.  BASF's  shares 
risen  13%  annually  since 
more  than  twice  as  fa 
DuPont  and  Dow  Chemi< 
But  the  combine  phi 
phy  almost  inevitably  le 
chemical  company  to 
lower-margin  comm 
chemicals  and  away  from 
margin  specialty  chem 
Success  in  pharmaceut 
after  all,  has  little  to  do  wi 
trieving  ethane  from  a 
stream.  Thus  it  is  that  in 
BASF  reported  a  15%  oper 
margin  (net  before  depr 
tion,  interest  and  taxes 
nonrecurring  items,  as  a 
cent  of  sales)  to  DuPont's 
With  the  61 -yea 
Strube  facing  retiremei 
2003,  it  will  be  up  to  his  r 
picked  successor  to  di 
whether  to  maintain  the 
bund  tradition  or  get  with  the 
sourcing  fad.  He  has  just  kicked 
beauty  pageant  among  five  lieuter. 
reshuffling  their  roles  to  see  wl 
leadership  material.  Four  of  the 
tenders  are  Germans,  but  one  is 
Oakley,  a  48-year-old  American 
ning  BASF's  $8  billion  North  Ame 
unit  out  of  Mount  Olive,  N.J. 

In  the  meantime  Strube  will 
tinue  to  hone  his  three-pronged 
egy:  globalize  production,  intej 
factories  and  pare  operations  to  t 
lines  in  which  BASF  is  somewhere 
the  top  in  market  share.  Strube  ha 
number  one  spot  in  acrylic  acid, 
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in  laundry  detergents,  and  in  superab- 
sorbents,  used  in  diapers.  But  he  has 
more  work  to  do:  In  30  of  BASF's  85 
business  lines,  it  is  not  among  the 
world's  top  three  producers. 

Strube  has  turned  over  two-thirds 
of  his  lines  in  the  last  five  years  through 
acquisitions,  sales  and  joint  ventures.  In 
its  largest  asset  sale  ever,  in  December, 
BASF  sold  its  pharmaceutical  division  to 
Abbott  Laboratories  for  S6.9  billion. 
Strube  has  no  qualms 
about  putting  that  capi- 
tal to  work  in  commodi- 
ties like  petrochemicals, 
plastics,  colorants,  agro- 
chemicals  and  energy. 
Notwithstanding  the  fact 
that  plant  utilization  in 
the  chemical  sector  is 
below  80%,  Strube 
pushed  through  a  $2.1 
billion  petrochemical 
plant  in  Nanjing  before 
any  other  Western  company  could  get  a 
government  permit.  Later  this  year 
BASF  will  open  a  Si  billion  steam 
cracker,  the  world's  largest,  next  to  a 
TotalFinaElf  refinery  in  Port  Arthur, 
Tex.  The  plant's  output  will  be  piped  to 
BASF's  Freeport,  Tex.  and  Geismar,  La. 
complexes.  Locating  the  cracker  be- 
tween the  refinery  and  the  two  petro- 
chemical factories  will  save  BASF  SI 00 
million  annually  in  maintenance  and 
energy  costs. 

Strube's  audacity  may  look  smart  if 
the  demand  for  chemicals  comes  back 
as  expected  by  2004,  when  the  Nanjing 
plant  opens  for  business.  Building  for- 
eign plants  allows  BASF  to  escape  ad- 
verse currency  effects  by  producing  and 
seUing  chemicals  in  one  region.  In  the 
U.S.  more  than  90%  of  what  BASF  sells 
is  produced  domestically,  enabling  the 
company  to  take  full  advantage  of  repa- 
triating the  stronger  dollar  into  euros. 
"They  look  like  geniuses  now,"  says 
Howard  Rappaport,  director  of  poly- 
olefins  at  consultancy  Chemical  Market 
Associates  Inc. 

Strube's  contrarian  timing  paid  off 
in  oil,  a  business  DuPont  rushed  to  exit 
by  spinning  off  Conoco  in  1999.  But 
with  oil  peaking  above  S30  a  barrel  last 
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year,  Strube  is  crowing  over  his  $ 
lion  oil  and  gas  division,  which 
an  operating  margin  three  tirr 
company  average.  The  unit  inclu« 
Wintershall  exploration  subsidia 
a  natural  gas  distribution  bu 
within  Germany  with  Russian  ga 
Gazprom  (FORBES  GLOBAL,  A 
1999).  Wintershall  drills  from  Di 
Argentina,  offsetting  to  a  degree 
exposure  to  raw  material  prices. 


►  By  the  Numbers 


BASF  is  the  world's  largest  chemical  company.  Its  si 
has  consequences,  both  in  hefty  profits  and  big  fine  | 

employees,  more  than  twice  as  many 
Dow  Chemical,  the  largest  U.S.  chemical  firm. 


metric  tons  of  annual  formaldehyde 
production  capacity  at  BASF's  Ludwigshafen  plan 

fine  against  BASF  by  Justice  D 
partment  for  conspiring  to  fix  vitamin  prices  in  U.S 


dollar-per-barrel  hike  in  oil  price: 
$62  million  to  Wintershall's  ope: 
income,  according  to  BASF.  The 
healthy  contribution  now,  bui 
profit  stream,  accounting  for  4; 
operating  income  last  year,  can 
dry  up  when  energy  prices  fall. 

While  BASF  can  sell  oil,  it  stui 
in  brand  recognition.  DuPont  has 
sumer  brands  Lycra,  Corian  and  ' 
with  which  to  command  pren 
prices  and  Dow  has  Styrofoam.  \ 
consumers  think  of  BASF  they  thi 
audiocassette  tape,  a  product  BAJ 
longer  makes  or  sells. 

That  doesn't  mean  Strube  has  r 
novations  to  champion.  BASF  is  \ 
Neopor,  a  new  insulation  polym< 
build  a  prototype  house  that  runs  c 
gallons  of  heating  oil  per  1,000  sc 
feet  annually,  compared  with  ten  t 
as  much  for  an  old  home.  Neop 
being  tested  in  its  tidy  employee  hoi 
in  Ludwigshafen.  The  company 
makes  the  biodegradable  plastic  Ecc 
as  well  as  paper  that  resists  tearing 
the  chemicals  in  no-iron  shirts. 

Okay,  BASF  is  not  a  growth  c 
pany,  but  Strube's  iconoclastic  phil 
phy  will  satisfy  Wall  Street — as  lor 
oil  prices  remain  aloft. 


THE  FOLLY  OF  STOCK  MARKET  TIMING 
(VS.  LONG-TERM  INVESTING) 


U.S.  Market  Returns  1961-2000* 
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Volatile  markets  are  unsettling.  In  such  times,  per- 
ceived risk  often  outweighs  expected  retvard.  Often  this 
environment  can  lead  to  "investment  paralysis"  for 
some  investors  which  results  in  missed  opportunities 
and/or  more  risk. 

Our  experience  has  shown  that  the  cre- 
ation of  long-term  investment  plans  and  the 
implementation  of  diversified  portfolio 
strategies  are  the  best  methods  of  curing 
this  paralysis. 

One  mistake  some  investors  make  is 
attempting  to  "time "  the  market.  As  the  chart 
above  illustrates,  if  investors  miss  the  23  best 
months  in  the  stock  market  (less  than  5%  of  the  total 
months),  they  might  as  well  have  invested  in  Treasury 


A  GL  IDE 
TO  INVESTING  FOK 
Till  WEALTHY 


Bills.  Volatile,  uncertain  times  always  call  for  prudent 
judgment,  but  they1  do  not  reward  inaction. 

Bessemer  supetvises  over  $37  billion  in  assets  for 
individuals,  families,  and foundations.  We  have  broad 
expertise  in  US.  and  non-U. S.  equities,  fixed 
income,  venture  capital,  buyouts  and  real 
estate.  Most  importantly,  we  take  a  compre- 
hensive, integrated  approach  to  our  clients' 
overall  financial  situation  including  careful 
consideration  of  their  investment,  tax.  gener- 
ational planning  and  philanthropic  goals. 

If  you  have  $10  million  or  more  to  invest 
and  would  like  to  learn  more  about  Bessemer 
and  receive  a  copy  of  "A  Guide  to  Investing  for  the 
Wealthy,  "please  write  or  call. 
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Introducing  Corporate  E-mail  PLUS.  The  way  wireless  e-mail  shoulc 

It's  the  only  solution  that  combines  the  security  of  wireless  corporate  e 
from  BlackBerry  with  the  speed  of  Interactive  Messaging  PLUS.  So  nov 
employees  can  communicate  and  share  information  wherever  and  whe 
they  need  to.*  Isn't  it  about  time  you  found  the  wireless  solution  that  c 
more  for  your  business? 

Find  out  about  Corporate  E-mail  PLUS  and  other  smart  wireless 
data  solutions  for  your  business.  Call  1-877-204-2490  or  visit 
cingularinteractive.com/ce9  today. 


Cingular  Interactive  is  a  business  unit  of  Cingular  Wireless,  a  joint  venture  of  eleven  companies  including  SBC  and  BellSouth. 

•Coverage  available  in  more  than  93%  of  U.S.  urban  business  population.  ©2001  Cingular  Interactive.  LP.  All  rights  reserved.  Cingular  and 
the  Cingular  logo  are  service  marks  of  Cingular  Wireless  LLC.  RIM,  the  RIM  logo,  BlackBerry,  the  BlackBerry  logo  and  the  "envelope  in 
motion"  symbol  are  trademarks  of  Research  In  Motion  Limited — used  by  permission. 
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BUSINESS  TRAVELER 

The  First- Class  Traveler 


Business  travel  slows  down  when  the 
economy  stumbles,  but  the  corporate 
elite  who  keep  flying  demand  more  and 
better  services  in  first  and  business  class. 
The  airlines  are  responding  with  in-flight 
beds,  bars  and  made-to-order  meals. 


This  is  an  irrefutable  truth:  The  pace  of  busi- 
ness travel  exactly  mirrors  the  state  of  business. 
When  business  is  good,  business  travel  booms. 
When  business  in  general  turns  down,  business 
travel  in  specific  slows  down. 

But  there  is  a  peculiar  quirk  about  the 
specifics  of  business  travel  during  an  economic 
downturn.  Although  corporations  tend  to  slash 
travel  and  entertainment  spending  and  reduce 
the  total  number  of  business  trips,  the  best  and 
the  brightest  of  the  corporate  elite  stay  out  on 
the  road.  In  fact,  the  chosen  corporate  few  actu- 
ally travel  more  frequently  than  ever  before  and 
demand  better  service  and  more  consideration 
from  the  airlines  they  fly. 

"If  the  economy  is  really  hit,  it  is  the  coach- 
class  passenger  who  tends  to  disappear," 
explains  Ken  Groves,  vice  president  of  market- 
ing, the  Americas,  for  Qantas  Airways.  '  The 
first-class  and  business-class  customers  keep 
flying.  That's  because  they  are  the  most  impor- 
tant people  in  their  firms.  They  are  the  market 
that  expects  and  demands  the  highest-quality 
product.  They  are  the  customers  you  focus  on." 

This  laser-sharp  focus  on  the  top  end  of  the 
flying  market  explains  the  recent  bustle  of 
activity  in  the  premium  cabins  of  the  world's 
leading  international  carriers.  As  casual  and 
discretionary  travelers  drift  away,  the  most 


ADVERTISEMENT  2 


At  Qantas  ,  which  operates  some  of  the  longest  flights  i| 
world,  first-class  customers  often  spend  12,  1 4  or  even  1  6  r| 
in  flight,  and  that  radically  changes  expectal 


discerning  and  most  frequent  business 
flyers  become  the  center  of  attention. 

The  result?  More  frequent  flights  to 
and  from  key  U.S.  gateways,  new 
routes  to  new  business  destinations 
and  a  cornucopia  of  new  service  offer- 
ings and  amenities. 

MORE  FLIGHT  OPTIONS 

The  desire  to  offer  corporate  execu- 
tives a  wider  range  of  convenient  flights 
is  one  of  the  reasons  Lufthansa  has 
expanded  its  roster  of  U.S.  routes  this 
spring.  The  German  carrier  now  offers 
daily  nonstop  service  to  its  Frankfurt 
hub  from  two  new  American  gateways: 
Phoenix  and  Denver.  These  new  west- 
ern gateways  join  Lufthansa's  already 
extensive  service  from  10  other  Amer- 
ican cities.  Lufthansa  also  launched  a 
unique  capital-to-capital  service  this 
spring:  six  weekly  nonstop  flights 
between  Washington's  Dulles  Airport 
and  Berlin's  Tegel  Airport. 

The  spread  of  new  international  ser- 
vices being  added  this  spring  from 
North  America  is  unprecedented.  In 
June,  Virgin  Atlantic  will  launch  daily 
nonstop  flights  between  Toronto  and 
London's  Gatwick  Airport.  Delta  Air 
Lines  will  begin  flying  to  Cairo,  Dubai 
and  Tel  Aviv.  American  Airlines  has 
already  begun  new  service  to  Paris  and 
Taipei  from  its  Silicon  Valley  hub  in  San 
Jose,  California.  Northwest  added 
another  weekly  flight  from  its  Detroit 
hub  to  Shanghai  and  two  more  weekly 
flights  between  its  Minneapolis  and 


Tokyo  hubs.  Northwest  and  its  alliance 
partner  KLM  Royal  Dutch  Airline  also 
launched  daily  nonstop  service  between 
Miami  and  Amsterdam.  Qantas  now 
flies  three  times  daily  to  Sydney  from 
Los  Angeles  and  also  operates  daily 
flights  from  Los  Angeles  to  Auckland 
and  Melbourne.  It  even  flies  several 
times  a  week  from  New  York  to  Sydney. 

The  boom  in  international  air  travel 
also  is  encouraging  carriers  to  fly  to  new 
regions  of  the  world.  Continental,  for 
example,  is  best  known  for  domestic 
flights  and  its  European  service,  but  it 
recently  launched  a  nonstop  flight 
between  its  hub  in  Newark  and  Hong 
Kong.  At  more  than  7,000  miles,  it  is 
one  of  the  longest  hauls  in  the  world. 
BMI  British  Midland,  until  now  a  spe- 
cialist in  flights  within  Britain  and 
Europe,  is  expanding  to  the  U.S.  In  May, 
it  begins  flying  between  Manchester, 
England,  and  Washington/Dulles  Airport. 
In  June,  it  is  scheduled  to  launch  flights 
from  Chicago/O'Hare  to  Manchester. 

LIE  FLAT  IN  FIRST 

As  the  flight  options  grow,  so  does 
the  range  of  services  available  to  first- 
class  flyers.  The  minimum  corporate 
travelers  can  expect  now  in  first  is  a  per- 
sonalized, fully  equipped  work  area  that 
includes  a  lie-flat  bed,  extensive  dining 
options  and  a  panoply  of  in-flight  enter- 
tainment options. 

Lufthansa's  new  first-class  service, 
for  example,  offers  93  inches  of  per- 
sonal space,  a  dramatic  increase  from 


■ 


Qantas'  Business  Class 

the  previous  63  inches  of  leg) 
Each  first-class  seat  adjusts  indi' 
ly  into  a  workplace  with  many  nei 
tures,  including  a  power  outl 
laptop  computers.  Each  seat  als< 
verts  into  a  6  1/2-foot  bed.  A  pa 
unfolds  from  the  head  of  each  s 
provide  a  "cabin  bedroom"  withe 
mum  privacy.  Bed  linens  and  nigh' 
are  available,  too. 

Lufthansa's  new  a  la  carte  c 
service  in  first  class  gives  corp 
travelers  much  greater  freedor 
flexibility.  Passengers  may  nov 
and  choose  individual  ingredien 
set  dishes  or  create  their  own  in' 
meals.  First-class  flyers  may  ch 
from  a  library  of  20  video  filml 
also  have  access  to  a  wide  ran 
other  audio  and  video  programmi 
personal  video  player  is  located 
armrest  of  each  first-class  seat" 
new  headsets  filter  out  nois$ 
deliver  improved  sound  quality. 


OF  OUR  LOBBIES 

MAKE  ONE  WANT  TO  STAND  UP 

A  LITTLE  STRAIGHTER. 


HOTELS  &  RESORTS 


Places  in  the  heart. 


Call  your  travel   agent  or   1   800  866  5  577  www.fairmont.com 

K  HOTELS  :  U.S. :  Boston  .  Chicago  .  Dallas  .  Kansas  City  .  New  Orleans .  New  York  .  San  Francisco  .  San  Jose  .  Santa  Monica  CANADA :  Calgary  .  Edmonton 
ial .  Ottawa  .  St.  John's .  Toronto  .  Vancouver .  Winnipeg  BERMUDA  :  Hamilton  RESORTS  :  U.S. :  Scottsdale  CANADA :  Banff .  Charlevoix  .  Jasper .  Lake  Louise 
Montebello  .  Mont-Tremblant  .  Quebec  City  .  St.  Andrews .  Victoria  .  Whistler  BARBADOS :  St.  James  BERMUDA :  Southampton  MEXICO  :  Acapulco 
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Lufthansa's  new  first-class  service  offers  93  mchl 

personal  space.  Each  seat  adjusts  into  a  workplace  with  a  tf 
outlet  for  laptop  computers  and  also  converts  into  a  6  1/2-foo 


At  Qantas,  which  operates  some  of 
the  longest  flights  in  the  world,  first-class 
customers  often  spend  12,  14  or  even 
16  hours  in  flight,  and  that  radically 
changes  expectations. 

"When  customers  are  with  you  for 
that  long,  it  is  all  about  absolute,  total 
service,"  says  Howard  Goldberg, 
Qantas'  vice  president  of  passenger 
sales  for  the  Americas.  "You  have  to 
anticipate  needs.  You  can't  wait  to  be 
asked.  You  give  service  and  help 
before  the  passenger  thinks  to  ask  for 
it."  In  fact,  Qantas  selected  350  flight 
attendants  based  on  merit  and  trained 
them  to  serve  the  needs  of  the 
demanding  customers  who  fly  in  the 
first-class  cabin. 

Physically,  the  Qantas  first-class  cabin 
revolves  around  the  airline's  full-length 
sleeper  seats.  There  are  even  three 
pairs  of  side-by-side  sleepers  for  pas- 
sengers traveling  together.  The  controls 
at  the  end  of  the  seat's  armrest  offer  fin- 
gertip access  to  a  range  of  seating 
choices,  from  "relaxed  reading"  position 
to  completely  reclined  into  a  6-foot,  6- 
inch  bed.  Sleeper  suits  maximize  com- 
fort and  reduce  the  crush  on  clothing. 

The  in-flight  cuisine  was  created  by 
Neil  Perry,  Australia's  leading  restaura- 
teur and  chef.  There  are  no  trolleys  in 
first  class.  All  meals  are  served  indi- 
vidually, straight  from  the  galley.  The 
in-flight  entertainment  selection  is 
vast:  10  video  channels  that  run  con- 
tinuously, a  video  library  of  60  classic 
and  latest-release  movies  and  10  audio 


channels  offering  popular  music,  clas- 
sical, jazz  and  comedy  tracks. 

MAKING  BUSINESS  CLASS  BETTER 

The  lavish  and  sumptuous  surround- 
ings of  first  class  are  not  the  only  way 
to  fly  in  style,  however.  In  fact,  many 
major  carriers  have  eliminated  first- 
class  cabins  altogether,  preferring 
instead  to  concentrate  on  building  a 
better  brand  of  business  class.  Led  by 
airlines  such  as  Continental,  Alitalia, 
Austrian,  SAS  and  Aer  Lingus,  the 
movement  to  the  so-called  super-busi- 
ness-class concept  has  gained  sub- 
stantial momentum  in  recent  years. 

The  international  business-class  rev- 
olution was  started  by  KLM  and  North- 
west. In  1994,  they  jointly  created  a 
cabin  called  "World  Business  Class" 
that  would  eventually  become  the  fea- 
tured premium  service  on  both  airlines. 
The  carriers  took  another  leap  forward 
last  September  when  they  announced 
a  series  of  dramatic  improvements  to 
the  World  Business  Class  concept. 

"We  listened  to  what  our  customers 
said  was  important  when  we  devel- 
oped this  service,"  explains  Philip 
Haan  of  Northwest.  "We  are  proud  to 
deliver  this  improved  product  with  its 
significant  increases  in  personal  space' 
and  sleeping  comfort." 

World  Business  Class  customers  on 
KLM  and  Northwest  travel  in  seats 
offering  60  inches  or  more  of  personal 
space.  That's  50%  more  legroom  than 
before.  The  angle  of  seat  recline  also 


Lufthansa's  First-Class  Beds 

has  been  enhanced  to  150  degi 
present  more  in-flight  relaxatic 
sleeping  comfort.  A  new  digita 
system  with  additional  channe 
improved  sound  quality  joins  the 
video  entertainment  system. 

The  new  World  Business  Clal 
vice  also  offers  a  host  of  si 
upgrades,  including  pre-dep 
cocktail  snacks,  upgraded  mail 
presentations  and  a  mid-flight 
The  main  meal  service  indue 
expanded  selection  of  breads  ; 
improved  salad  and  main  ent 
new  Asian  hot  entree  choice  is  C 
for  the  second  meal  on  Asia  out 
flights  and  a  new  cross-cultun 
plate  is  featured  on  U.S.  out 
flights.  A  new  self-service  mic 
snack,  called  the  Sky  Break,  o1 
selection  of  fresh  fruit,  chees 
crackers,  chocolates  and  sandv\, 

In  addition,  a  dedicated  purser 
each  KLM  and  Northwest  transo 
flight  to  coordinate  and  manage  i 


hey,  you  work  in  both  hemispheres, 
shouldn't  your  wireless  number? 


AT&T  WORLDCONNECT®  SERVICE. 

Different  languages.  Different  time  zones.  Different  everything.  Well,  at  least  now  your  wireless 
number  can  be  the  same.  With  AT&T  WorldConnect  service,  you  can  take  your  wireless 
number  to  over  100  countries.  Plus,  get  low  international  long  distance  rates  on  calls  you  make 
from  abroad  or  any  domestic  AT&T  Wireless  market.  With  one  simple  bill,  it's  a  great  way  to  stay 
on  top  of  your  business.  Whether  it's  stateside  or  in  the  other  half  of  the  world.  To  find  out 
more,  contact  your  local  sales  representative  or  visit  a  participating  store  near  you. 


YOUR  WORLD.  CLOSE  AT  HAND 


AT&T  Wireless 


wireless.com/business 


800  335-INTL 


nc  Information 


©2001  AT&T  Wireless.  Activation  fee  applies.  Domestic  calling  requires  a  Digital  multi-network  phone.  International  calling 
a  compatible  GSM  phone.  To  enroll  in  the  service,  you  must  have  a  Digital  multi-network  phone.  Special  credit  and  billing  requirements  apply, 
ilable  for  purchase  in  all  areas.  Long  distance  service  provided  by  AT&T  Wireless.  International  long  distance  rates  from  the  U.S.  only  apply  to 
ced  when  using  the  AT&T  network  in  an  AT&T  Wireless  area.  Cannot  call  all  countries  and  phone  does  not  work  in  all  countries.  Rates  do  not 
hen  a  credit  card  or  operator  assistance  is  required  to  complete  the  call.  Airtime  or  roaming  charges  are  in  addition  to  long  distance  charges, 
raveling  internationally,  long  distance  for  outgoing  and  incoming  calls  will  be  calculated  based  on  the  country  where  the  call  is  placed  or 
I  regardless  of  the  number  called.  See  AT&T  WorldConnect  service  brochure  for  complete  information. 
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Nothing  in  the  skies  resembles  the  "Upper  Class"  servi 

Virtjin  At ISfltiC  the  maverick  airline  created  by  B 
entrepreneur  Richard  Branson.  It  is  literally  in  a  class  by 


service.  Northwest  also  has  upgraded 
its  preflight  departure  lounges  and  is 
opening  new  WorldClubs  in  four 
cities.  It  also  is  renovating  its  termi- 
nals in  Amsterdam,  Memphis,  Min- 
neapolis and  San  Francisco.  In  Detroit, 
Northwest's  largest  hub,  a  new  mid- 
field  terminal  is  under  construction 
and  should  be  completed  by  the  end 
of  the  year. 

A  CLASS  BY  ITSELF 

But  as  airlines  strive  to  meet  the 
needs  of  its  most  frequent,  most 
important  and  most  demanding  cus- 
tomers, the  look  and  feel  of  premium- 
class  service  is  beginning  to  change 
dramatically.  SAS,  the  Scandinavian 
carrier,  offers  no  first-class  service  but 
now  sells  two  types  of  business-class 
seats  and  two  levels  of  coach-class 
service.  BMI  British  Midland  is  train- 
ing chefs  to  work  as  flight  attendants 
on  its  new  trans-Atlantic  business 
class.  British  Airways  already  has  out- 
fitted its  business  class  with  fully 
reclining  beds,  and  Japan  Airlines  will 
introduce  them  next  year. 

Yet  nothing  in  the  skies  resembles 
the  "Upper  Class"  service  on  Virgin 
Atlantic,  the  maverick  airline  created 
by  British  entrepreneur  Richard  Bran- 
son. It  is  literally  in  a  class  by  itself. 

After  a  $100  million  package  of 
product  and  service  enhancements, 
Upper  Class  cabins  are  outfitted  with 
red  leather,  purple  textured  fabrics  and 
metallic  silver  and  chrome  accents.  It 


all  reflects  the  romantic  era  of  flying  in 
the  1930s.  No  detail  has  been  over- 
looked, including  the  swizzle  sticks, 
which  are  now  shaped  like  a  propeller. 

But  the  service  and  amenities  are 
hardly  old-fashioned.  The  special  treat- 
ment for  Upper  Class  passengers 
begins  on  the  ground.  They  receive 
complimentary  door-to-door  airport  lim- 
ousine service  from  21  states  to 
Virgin's  nearest  gateway.  "Drive-Thru 
Check-In"  ensures  all  pre-departure 
details  are  handled  by  the  chauffeur  en 
route  to  the  airport.  Upon  arrival, 
Upper  Class  passengers  are  whisked 
directly  to  Virgin's  luxurious  pre-depar- 
ture lounge.  At  selected  gateways,  the 
Virgin  Clubhouse  offers  Upper  Class 
passengers  everything  from  a  snack  to 
a  full  meal  and  treatments  at  the  Virgin 
Touch  health  and  beauty  salon. 

In  flight,  Virgin's  Upper  Class  cabins 
feature  a  separate  bar  with  seven  soft 
leather  stools.  On  many  flights,  an 
onboard  beauty  therapist  gives  neck 
and  scalp  massages  and  manicures. 
The  elaborate  "Freedom"  meal  service 
offers  passengers  the  opportunity  to 
eat  whatever  they  want,  whenever 
they  want  it.  Every  item  is  prepared  to 
order.  On  select  overnight  flights,  a 
"Snoozezone"  is  a  dedicated  sleep- 
only  area  of  the  cabin. 

Sleeping  in-flight  is  easier  than  ever 
now  that  Virgin  has  outfitted  the 
Upper  Class  cabins  with  revolutionary, 
full-length  reclining  sleeper  seats  that 
offer  more  than  6  feet  of  comfort. 


Virgin  Atlantic's  Upper  Class  E 


Passengers  receive  fleece  blai 
full-size  pillows  and  duvets,  si 
suits  and  socks. 

Upper  Class  service  doesn' 
when  the  flight  touches  down, 
arrival,  passengers  can  rel. 
Revivals,  Virgin's  new  arrivals  i< 
at  London's  Heathrow  Airport.  It 
18  state-of-the-art  shower  r 
stocked  with  bath  and  beaut\ 
plies,  a  clothes-pressing  serv 
Virgin  Touch  health  salon  for  b 
treatments,  haircuts  and  shaves, 
and  lounge,  and  even  a  fully  equ 
business  center. 

"Upper  Class  has  been  wi 
awards  for  years,  but  we  tak 
view  that  'if  it  ain't  broke,  fix  it,'  ' 
David  Tait,  Virgin  Atlantic's  exec 
vice  president  of  North  America, 
think  that  the  completely  redes 
Upper  Class  cabin  raises  the  b 
our  competitors  and  gives  a 
comfortable  bar  to  our  passenge 


Adrenaline  rushes.  By  day  or  week, 
roducing  the  new  Hertz  Prestige  Collection. 


The  new  Hertz  Prestige  Collection, 
for  your  love  of  driving. 

(Beginning  June  1, 2001,  seize  the  wheel  on  any  of  the  cars  in 
the  new  Hertz  Prestige  Collection  and  transform  an  ordinary 
business  trip  or  vacation  into  one  of  pure  excitement. 
Simply  call  your  travel  agent  or  the  Hertz  Prestige  Collection 
reservation  line  at  1-800-654-2250  to  reserve  the  one  you 
want  (available  at  select  U.S.  and  Canadian  locations)  or 
visit  us  at  hertz.com.  And  you'll  get  special  services  that  are 
exclusive  to  our  Prestige  Collection.  Be  still  your  racing  heart. 

Prestige  Collection 


cles  and  vehicle  equipment  shown  are  available  at  all 
Use  of  rental  vehicles  off  paved  roads  is  prohibited. 

cT.  OFF  C  HERTZ  SYSTEM.  INC.,  2001/034-01 
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Just  Give  Them  Everything  Luxury  hotels  kno 

one  thing  makes  discriminating  corporate  travelers  happy:  everything.  To  d 
it,  hotels  are  carving  out  boutique  hotels  within  the  hotel  for  their  best  c 


What  does  it  take  to  run  a  luxury 
hotel  for  discriminating  corporate 
business  travelers? 

Just  one  thing,  suggests  Eric  0.  Long, 
general  manager  of  the  Waldorf=Astoria 
and  The  Waldorf  Towers  in  New  York. 
Absolutely  everything. 

Traveling  executives  "want,  expect  and 
need  anticipatory  service,"  he  says. 
"They  want  the  hotel  staff  to  be  an  exten- 
sion of  their  staff.  Nothing  else  will  do." 

You  won't  get  much  of  an  argument 
about  that  assessment  from  Chris  J. 
Cahill,  president  and  chief  operating  offi- 
cer of  Fairmont  Hotels,  which  now  oper- 
ates more  than  three  dozen  super-deluxe 
hotels  and  resorts  in  North  America. 

"High-end  travelers  want  an  individual 
level  of  customization,"  he  says.  "Each 
guest  needs  to  feel  that  the  hotel  and  the 
staff  meets  his  or  her  personal  expecta- 
tion. The  guest's  standards  are  the  only 
ones  that  truly  matter." 

HOTELS  WITHIN  HOTELS 

Delivering  such  personalized  lodging 
products  and  services  is  a  daunting  chal- 
lenge, however.  To  accomplish  the  task, 
America's  best  hotels  have  begun 
moving  to  the  hotel-within-a-hotel  con- 
cept. At  Fairmont,  the  concept  is  called 
"Entree  Gold."  Within  the  confines  of 
Fairmont's  already  lavish  and  historic 
properties,  Entree  Gold  offers  discrimi- 
nating guests  a  dedicated  private  floor 
with  private  check-in  and  checkout  and 
discreet  and  attentive  concierge  service. 
Among  the  other  amenities:  a  private 


lounge  with  honor  bar  and  cocktail-hour 
canapes,  complimentary  continental 
breakfast  and  access  to  a  complimenta- 
ry executive  boardroom. 

Entree  Gold  guestrooms  are  designed 
to  offer  an  exquisite  place  to  live,  work 
and  relax.  There  are  terry  bathrobes  and 
slippers  and  large  feather  pillows.  Each 
guest  room  also  is  equipped  with  a  spa- 
cious work  area  with  two-line  phones, 
modem-fax  hook-up  and  halogen  desk 
lamps.  Entree  Gold  guests  also  have  com- 
plimentary access  to  light  secretarial  ser- 
vices, a  health  club  and  a  business  center. 

Most  importantly,  however,  Entree 
Gold  rooms  are  "pre-set"  to  a  traveler's 
individual  tastes  and  requirements.  "We 
work  diligently  to  ensure  a  guesx's  per- 
sonal music  choices  are  available  in  the 
room.  If  we  know  the  person  uses  a 
humidifier,  it's  waiting  in  the  room  on 
arrival.  Those  are  the  individual  touches 
that  differentiate  the  service,"  explains 
Cahill.  "And  the  more  a  guest  stays  with 
us,  the  more  we  know  about  their  tastes 
and  requirements,  and  the  more  we  do  to 
make  them  comfortable." 

A  TOWERING  EXAMPLE 

One  of  the  best-executed  examples  of 
the  hotel-within-a-hotel  concept  is  at  The 
Waldorf  Towers,  the  boutique  hotel  that 
is  part  of  the  Waldorf=Astoria,  the  grande 
dame  of  New  York  hotels. 

The  Waldorf  Towers  is,  for  all  intents 
and  purposes,  a  totally  separate  property. 
It  has  its  own  entrance,  its  own  concierge 
desk,  its  own  reception  desk  and  its  own 


The  Fairmont  Banff  Springs 


private  elevators  operated  by 
gloved  attendants.  It  occupies  th 
through  42nd  floors  of  the  Waldorf 
ria,  encompassing  101  deluxe  suit 
79  executive  guest  rooms.  It  even 
own  Web  site. 

"  It  is  its  own  small  and  perfect  J 
says  Long.  "But  The  Towers  also  H 
benefit  of  having  access  to  all  the1 
derful  amenities,  shops  and  restai 
located  inside  the  Waldorf =Astoria 

Each  Waldorf  Towers  accommoda 
decorated  with  French  and  E 
antiques  and  museum-quality  repi 
tions.  There  are  custom-designed  wj 
erings,  15-foot  ceilings,  crystal  cham 
and  Oriental  rugs.  All  accommodatior 
feature  a  full  spread  of  business  ame 
oversized  workspace,  dual-line  spi 
phones,  fax/prmter/copier  machine 
high-speed  Internet  access.  Many' 
suites  have  dining  rooms,  full  kitchen 
maids'  quarters.  Towers  guests  are  oi 
complimentary  use  of  the  elaborate 
One  fitness  center  located  on  the  hi 


There's  no  better  way  to  fly. "    H  Lufthansa 


A  STAR  ALLIANCE  MEMBER  r£» 
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"Guests  at  this  level  require  their  rooms  to  have  all  the  comfort  of  a  bedroonj 
all  the  practicalities  allowing  them  to  work,"  explains  Chris  J.  Cahill,  pres 
and  chief  operating  officer  of  p#|  j|*|J]Q|j^  Hot 


1 9th  floor  and  have  access  to  the  hotel's 
24-hour  business  center. 

The  unique  synergy  permitted  by  the 
hotel-within-a-hotel  concept  is  also 
apparent  at  The  Waldorf  Towers  as  it 
undertakes  the  addition  of  a  6,000- 
square-foot  ballroom  and  a  collection 
of  luxurious  new  meeting  spaces  with- 
out compromising  its  exclusive  bou- 
tique atmosphere.  That  feat  will  be 
accomplished  by  a  $1 5  million  renova- 
tion of  the  Waldorf =Astoria's  18th 
floor.  Towers  guests  will  be  able  to 


enter  the  new  meeting  complex  from 
their  private  elevators. 

The  new  space  includes  an  Executive 
Meeting  Center  with  13  rooms  that  offer 
breathtaking  city  and  river  views.  It  also 
features  the  restoration  and  renovation 
of  the  Starlight  Roof  to  showcase  its 
original  Art  Deco  splendor.  The  nation's 
most  glamorous  and  famous  nightclub 
during  the  1930s  and  1940s,  the 
Starlight  Roof  emerged  from  its  renova- 
tions this  spring.  It  includes  oversized 
windows  that  had  disappeared  in  early 


The  Broadmoor  Redefines  Magnificence. 

After  over  80  years  reigning  as  the  height  of  grandeur,  The  Broadmoor  redefines 
itself  with  a  stunning  restoration  throughout  the  resort.  Although  you  will  discover 
many  exciting  new  experiences,  as  always,  you'll  enjoy  tempting  fine  dining,  our 
award-winning  Spa  and  salon,  sophisticated  shopping,  endless  recreation  including 
45  holes  of  championship  golf  and  tennis,  and  the  convenience  of  116,000  square 
feet  of  meeting  space — all  with  the  gracious  spirit  of  tradition  that  keeps 
The  Broadmoor  at  the  pinnacle  of  magnificence. 

For  reservations,  please  call  SOO-^J^r-//22. 


BROADMOOR 


(Oioi  t  oo    s  r  i  i  \  c  s 
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renovations,  fanciful  nickel  and  bn 
ings,  a  decorative  grilled  ceil i nc 
ment  and  a  wraparound  terrace 
landscaped  and  lit  to  showcase  th 
York  skyline.  Best  of  all,  the  Exe 
Meeting  Center  and  the  re 
Starlight  Roof  are  wired  for  the  21 
tury,  complete  with  direct  Intern 
satellite  access. 

ENDURING  GRANDEUR 

On  the  other  side  of  the  coui 
Colorado  Springs,  Colorado,  an 
grande  dame  is  primping  for  the 
The  Italianate,  pink-stucco  Broadrr 
investing  $70  million  to  fortify  its  r 
tion  as  one  of  the  world's  great  re 

The  700-room  property  is  s 
3,000  acres  in  the  foothills  of  th 
orado  Rockies.  It  also  offers  even 
a  discriminating  guest  could  des 
full-service  spa  and  health  club 
championship  18-hole  golf  cours« 
tennis  courts,  three  swimming  p 
11  restaurants  and  lounges,  16 
shops  and  more  than  100,000  s 
feet  of  meeting  space.  There's  ev 
on-site  riding  stable,  a  florist  and 
run  movie  theater. 

The  Broadmoor's  ongoing  fa 
includes  enhancement  to  public  sp 
group  function  spaces  and  restaur 
Four  new  state-of-the-art  confe 
rooms  have  been  added.  The  extei 
being  restored  to  its  historic  gran 
and  the  interior  hotel  rooms  are 
enlarged  to  include  new  furniture 
tures  and  accessories. 


Visit  our  Web  site  at  www.brotidmoor.com 
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jr  -tech  travel 

Everything's  Different  Now  The  way  corporate  executives  travel 

today  bears  little  relation  to  how  business  travel  was  done  just  a  decade  ago.  Wireless  phones, 
the  Internet  and  rental  cars  equipped  with  satellite-guidance  systems  have  changed  everything. 


the  surface,  high  technology  hasn't 
ed  business  travel  much.  Corporate 
ers  fly  the  same  planes,  book  the 
hotels  and  drive  the  same  rented 
ley  have  always  used, 
t  below  the  surface,  however,  it  is 
it  that  high  tech  has  changed  virtu- 
/erything  about  business  travel.  It 
Itered  how  corporate  executives 
lunicate,  how  they  view  the  airlines 
/en  how  they  drive, 
e  way  businesspeople  travel  today 
has  no  relation  to  how  business 
was  done  just  a  decade  ago,"  says 
Lauman,  corporate  travel  manager 
arge  retailing  chain.  "Our  travelers 
be  lost  without  their  laptops,  their 
iss  phones  and  a  whole  range  of 
lemalia  that  literally  didn't  exist  10 
ago." 

isider  this  simple  example.  North- 
Airlines  recently  began  a  major 
3ul  of  the  key  services  it  offers  fre- 
flyers.  Among  its  improvements: 
natically  improved  international 
3ss  class  and  a  totally  new  design 
ard  for  its  WorldClub  airport 
3S.  To  promote  its  World  Business 
cabin,  Northwest  created  a  "virtu- 
'"  of  the  enhancements,  then  put 
tire  presentation  on  the  Northwest 
site,  www.nwa.com/service/bus 
bc/tours.html.  A  similar  virtual-real- 
jr  of  its  new  airport-club  design, 
ete  with  360-degree  room  views, 
s  available  on  this  Northwest 
www.nwa.com/services/ 
iv/worldclubs/wctour.shtml. 
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How  would  you  describe  The  Waldorf  Towers?  Would  you  elaborate  on 
the  sheer  joy  of  arriving  through  its  private  entrance?  Would  you  say  it's 
supremely  comfortable?  Perhaps  you'd  call  it  an  elegant  second  home, 
attentive  to  your  every  need.  Then  you  realize,  as  you  are  whisked  away 
to  your  suite  high  above,  that  this  is  a  place  which  defies  description. 

/OO  &Ut  aOtii  Jhvef,  .  \lw  'J/oi-A,  .  VI/  10022,  iffione:  2/2-.1no-,1/00  &acei/niU:  2 /2-X72-4ZW 

For  reservations,  visit  us  at  www.waldort-towers.com  or  call  your  professional  travel  agent  or  The  Waldorf  Towers  at  1-888-WATOWER. 
The  Waldorf  Towers,  its  logos  and  logotypes  are  registered  trademarks  of  Hilton  Hotels  Corp.  ©  2001. 
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Travelers  would  be  lost  without  their  laptops,  their  wireless  phu 
and  a  whole  range  of  paraphernalia  that  literally  didn't  exist  1 0  years  ago,'' 
Karen  Lauman,  corporate  travel  manager  for  a  large  retailing  c 


The  goal  of  the  Internet  tours?  Famil- 
iarity with  the  new  services  eventually 
translates  into  more  business,  explains 
Beth  Shultis,  Northwest  vice  president 
of  marketing  programs. 

WIRELESS  BUSINESS  TRAVEL 

If  the  Internet  has  changed  the  way 
corporate  executives  look  at  business 
travel,  wireless  phones  have  revolution- 
ized how  they  communicate  while  on 
the  road.  First  a  costly  toy  and  then  a 
mundane  necessity,  wireless  phones 
now  have  developed  into  a  national  and 
international  phenomenon. 

In  fact,  it  was  the  business  traveler's 
need  for  nationwide  wireless  reach  that 
helped  lead  to  the  creation  of  Cingular.  A 
union  of  1 1  separate  wireless  brands 
brought  together  through  the  joint  ven- 
ture of  SBC  Communications  and  Bell 
South,  Cingular  debuted  in  January  as  the 
country's  second-largest  wireless  carrier. 
And  even  though  the  company  is  just  a 
few  months  old,  it  already  serves  20  mil- 
lion customers  nationwide. 

Cingular's  centerpiece  calling  plans, 
called  Cingular  Nation,  offer  business 
travelers  the  total  flexibility  they  require. 
They  can  travel  anywhere  in  America  and 
pay  the  same  low  rate  for  all  of  their  wire- 
less Cingular  calls.  There  are  no  roaming 
or  long-distance  charges.  Prices  start  at 
just  $29.99  a  month  and  include  100  min- 
utes of  anytime,  anywhere  calling. 

Meanwhile,  AT&T  Wireless,  which  pio- 
neered nationwide  calling  plans  with  its 
Digital  OneRate  program,  has  now 


broken  the  international  barrier.  The  AT&T 
WorldConnect  service  enables  corporate 
executives  to  keep  their  wireless  phone 
number  while  traveling  to  nearly  100 
countries  in  Europe,  Asia,  Australia,  Latin 
America  and  the  Middle  East.  Using  a 
piece  of  technology  called  a  "SIM  card" 
and  an  international  phone,  a  traveler's 
U.S.  number,  voice  mail  and  call  waiting 
also  travel.  The  price  of  this  worldwide 
wireless  coverage  is  modest:  $7.99  a 
month  plus  a  $25  charge  for  the  AT&T 
WorldConnect  card. 

AT&T  Wireless  is  also  in  the  vanguard 
of  merging  the  Internet  and  wireless 
phones.  The  AT&T  Digital  PocketNet  ser- 
vice offers  business  travelers  with  Inter- 
net-ready phones  access  to  a  wide  range 
of  Web  information:  real-time  flight  data, 
flight  reservations,  frequent-flyer  account 
updates,  taxi  and  car-service  reservations, 
directions  and  maps,  and  restaurant 
reviews  and  reservations. 

The  Basic  Plan  is  free  and  includes 
more  than  70  sites  specifically  designed 
for  AT&T  Digital  PocketNet  users.  The 
Plus  Plan,  which  costs  $6.99  a  month, 
gives  customers  access  to  AT&T  Digital 
PocketNet  e-mail  and  faxing  services.  The 
Premium  Plan  ($14.99  a  month)  provides 
access  to  calendar,  contacts  and  to-do 
lists.  It  also  allows  travelers  to  gain  filtered 
access  to  any  Web  site  by  entering  the 
URL  on  their  phone. 

RENT  BY  SATELLITE 

But  perhaps  the  most  profound  change 
in  business  travel  in  recent  years  is  the 


AT&T  Digital  PocketNet  Service 

arrival  of  in-car  satellite  navigatior 
terns.  The  systems,  which  merge 
puter,  mapping,  satellite  and  voice 
nologies,  are  helping  ensure  that  corp. 
travelers  never  get  lost  on  the  road ; 

The  Hertz  NeverLost  system,  for  € 
pie,  is  mounted  on  a  rental  car's  dash' 
between  the  driver  and  the  passeng 
the  heart  of  NeverLost  is  a  GPS  (g 
positioning  system)  receiver,  which  is 
to  calculate  the  exact  location  of  th 
based  on  signals  from  orbiting  sate 
Dead-reckoning  and  map-matching 
nology  is  also  employed.  A  compute 
mapping  system  and  directional  date 
directs  travelers  to  their  designated 
nation.  The  units  feature  an  extensive 
base  of  digital  street  maps  and  use 
easy-to-understand  turn  icons.  Whil 
video  screen  provides  visual  guidj 
voice  prompts  instruct  the  driver  whei 
where  to  turn  en  route. 

Joe  Brancatelli  is  the  former  e> 
five  editor  of  Frequent  Flyer  mag> 
and  a  columnist  for  biztravel.con 
can  be  reached  at  Brancatelli@cs. 


A  FIRST  CLASS  UPGRADE. 
A  FREE  ROUNDTRIP  TICKET. 

LIFE  IS  DEFINITELY  GOING  YOUR  WAY. 


nectFirstSM  20,000-Bonus  Miles  Offer 

xt  trip,  ask  for  a  ConnectFirst  fare.  Not  only  will  you 
receive  a  complimentary  First  Class  upgrade  for  a  full  Coach  fare, 
but  you'll  also  earn  5,000  WorldPerks®  Bonus  Miles.  And  your  second 
ConnectFirst  trip  will  bring  you  an  additional  15,000  Bonus  Miles. 

Together,  that's  enough  for  a  free  off-peak  roundtrip  ticket  to 
anywhere  we  fly  in  the  continental  United  States.  We're  clearing  the 
way  for  rewarding  travel.  All  you  have  to  do  is  make  time  for  fun. 


Register  for  this  limited-time  offer  by  calling  1-888^955-7878  and  entering  2030. 
Or  visit  www.nwa.com/offer/CF20K.  Then  to- make  reservations,  visit  www.nwa.comr 
call  your  travel  agent  or  call  Northwest  Airlines®, at  1-800-225-2525. 


MILES  TERMS  AND  CONDITIONS:  It  takes  20,000  WorldPerks  Bonus  Miles  to  earn  a  free  domestic  ticket  for  off-peak  travel  with  Northwest  Airlines.  Earn  5,000  Bonus  Miles  when  you  fly  one  connecting  roundtrip 
>nstop  roundtrips  (four  segments)  on  a  ConnectFirst  fare  by  June  30,  2001.  Earn  an  additional  I  5,000  Bonus  Miles  when  you  fly  a  second  connecting  roundtrip  or  four  additional  segments  (eight  segments  total)  on  a 
;irst  fare  during  the  same  period.  A  segment  is  defined  as  a  takeoff  and  a  landing.  Travelers  must  register  for  this  promotion  prior  to  travel  and  not  later  than  June  15,  2001,  in  order  to  qualify.  Call  1-888-95.5-7878 
registration  #20.10.  All  travel  must  occur  on  Northwest-coded  flights  operated  by  Northwest  Airlines  or  Northwest  Airlink.  Flying  on  a  ConnectFirst  fare  requires  connecting  through  Minneapolis/St.  Paul,  Detroit  or 
.  All  qualifying  travel  must  be  on  full-fare  Coach  Class  tickets.  This  offer  is  available  to  WorldPerks  members  only  and  is  not  combinable  with  any  other  fates,  programs  or  promotions.  This  offer  is  not  retroactive. 
[>vv  4-6  weeks  after  qualifying  travel  for  Bonus  Miles  to  be  credited  to  your  account. 
CONNECTFIRST  TERMS  AND  CONDITIONS:  Travel  in  First  Class  using  a  -UP* fare  is  valid  in  most,  but  not  all,  North  American  markets  on  flights  connecting  through  Minneapol is/St.  Paul,  Detroit  or  Memphis 
when  the  itinerary  includes  a  stop  or  change  of  aircraft  in  any  of  these  hub  locations-  First  Class  seating  is  available  only  on  jet  or  Avro  RJ-85  regional  jet  flights.  Reservations  in  First  Class  are  required.  Passenger  must 
travel  in  First  Class  if  scats  are  available.  If  a  First  Class  seat  is  not  available,  passenger  will  receive  double  WorldPerks  miles  for  that  flight  segment.  ConnectFirst  fares  may  not  be  used  in  conjunction  with  certain 
certificates,  coupon  discounts,  upgrades,  or  bonus  or  promotional  offers/tickets.  Seats  are  limited.  Bonus  Miles  offer  is  valid  for  North  America  travel  only.  Other  restrictions  may  apply.    ©2001  Northwest  Airlines,  Inc. 


PEOPLE  DO  SOME  WILD  THINGS  IN  THE 
BACK  SEAT  OF  A  LIMO. 
LIKE  CHECKING  IN  AT  THE  AIRPORT. 


Business  Class  to  London 

1-800-862-8621 
virgin.com 


virgin  otlonticj^f 


The  most  comfortable  seat  in  business 


Once'you've  flown  Qantas  Business  Class,  nothing  else  will  do.  Our  'Dreamtime  Seat'  comes  with  the  comfort  of 
five-way  electronic  adjustment  and  a  10  channel  personal  video.  Our  food  combines  a  unique  approach  to  freshness 
and  simplicity.  Our  wines  speak  for  themselves,  and  the  service  is  courtesy  of  a  team  of  dedicated  flight  attendants. 
Call  your  travel  agent  or  Qantas  at  (800)  227-4500  and  make  a  comfortable  business  decision.  The  Spirit  of  Australia. 
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www.qanta 
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jServ,  the  largest  hardware 
-op  in  the  U.S.,  has  burned  its 
jmbers— and  set  fire  to  itself. 


iARK  TATGE 

OHN  ZETTLER  AND  HIS  BROTHER 
Nicholas,  who  own  an  $8-mil- 
lion-a-year  chain  of  seven  hard- 
:  stores  in  Columbus,  Ohio,  were 
ng  to  retire  in  part  on  the  value  of 
•  shares  in  their  wholesale  supplier. 
:ago -based  TruServ  Corp.  is  a  sup- 
:o-op;  shopkeepers  like  the  Zettlers 
mulate  shares  during  their  work- 
fears  and  sell  them  back  on  retire- 
t.  In  April  2000  the  Zettlers  got  a 
:k.  The  stated  value  of  their 
>erv  stake  collapsed  in  an  instant 
i  $440,000  to  $150,000,  as  Tru- 
's  auditors  and  managers  belatedly 
e  up  to  the  fact  that  this  $4  billion 
i  was  an  accounting  and  opera- 
al  calamity.  The  other  bad  news: 
ierv  was  suspending  redemptions 
lares. 

1  still  don't  know  what  hap- 
:d,"  says  Zettler.  "I've  asked  and  I 
get  double-talk." 

'ettler,  64,  had  no  choice  but  to  ac- 
ulate  nonvoting  shares  as  long  as 
fas  buying  from  TruServ — a  por- 
of  his  patronage  dividend  was 
in  these  shares.  He  has  given  up 

2  that  TruServ  will  recover  and  has 
ched  nearly  all  his  buying  to 
>erv's  rival,  Ace  Hardware  Corp. 

n  the  last  four  years  2,100  of  10,500 
;s  have  quit  the  co-op.  The  exodus 
atens  to  sink  one  of  the  best  names 
le  $200  billion  hardware  industry. 
>erv  earned  $34. 1  million  last  year, 
factoring  out  one-time  gains  from 
;ale  of  its  lumber  business  and  pen- 
.  accounting  changes,  it  lost  $23 
ion.  Two  months  ago  TruServ  de- 
ted  on  about  $200  million  in  re- 
ing  debt.  Lenders  are  giving  it  until 
)ber  to  come  up  with  the  money  in 
inancing. 

fhe  very  name  "co-operative"  sug- 


gests a  team  of  small 
store  owners  banding 
together  to  fight  off 
giant  competitors — in 
this  case,  Home  Depot 
and  Lowe's.  But  there's 
one  big  drawback:  Co- 
ops lack  the  account- 
ability of  publicly 
traded  corporations.  If  TruServ  were 
traded  on  a  stock  exchange,  a  gradual 
erosion  in  its  stock  price  would  pre- 
sumably have  alerted  owners  that 
something  was  wrong — and  might 
well  have  attracted  a  hostile  buyout 
that  would  have  put  the  assets  in  more 
competent  hands. 

But  there's  no  buyout,  just  litiga- 
tion. TruServ  confronts  lawsuits  by 
three  groups  of  shareholders  alleging, 
in  varying  degrees,  fraud,  misrepre- 
sentation and  unjust  enrichment  by 
insiders. 

The  trouble  began  four  years  ago, 
when  TruServ  merged  with  one  of  its 
competitors,  ServiStar.  The  man  run- 
ning TruServ,  Daniel  A.  Cotter,  son  of 
the  founder,  was  nearing  retirement. 
So  was  Paul  Pentz,  his  counterpart  at 
the  slightly  smaller  ServiStar  Coast 
to  Coast. 

But  instead  of  yielding  efficiencies 
of  scale,  the  combination  gave  rise  to 
$60  million  in  integration  costs,  a  27% 
increase  in  staff  (to  7,000)  and  chaos  as 
three  different  systems  of  inventory 
tracking  ran  simultaneously.  When  or- 
ders went  unfilled,  dealers 
started  buying  supplies 
outside  the  co-op  or  leav- 
ing altogether. 

Leonard  Kuhr,  a  chief 
financial  officer  who  was 
hired  after  the  merger  and 
has  since  left  TruServ,  re- 
alized that  something  was 
very  wrong  when  he  was 
preparing  for  the  audit  of 
the  1999  financials.  The 
panicked  board  of  direc- 
tors brought  in  detective 
agency  Kroll  Associates. 
Kroll  found  no  evidence 
of  fraud,  but  there  was 
still  a  huge  discrepancy 


between  what  was  recorded  as  inven- 
tory and  what  could  be  found  in  the 
warehouse.  Items  that  were  ordered 
but  never  shipped  were  double- 
counted.  Assets  weren't  being  depreci- 
ated. Result:  a  $74  million  writedown. 

Who's  to  blame?  Donald  J.  Hoye, 
TruServ's  chief  executive  since  July 
1999,  points  the  finger  at  previous 
management.  Cotter,  who  retired  in 
1999  and  is  now,  at  66,  running  a  farm 
he  owns  west  of  Chicago,  takes  some 
responsibility.  "When  things  go 
wrong,  it  is  the  boss'  fault,  whether  he 
knows  it  or  not,"  he  says,  adding  that 
he  retired  before  the  accounting  prob- 
lems surfaced. 

Pentz  is  suing  TruServ,  alleging  it 
reneged  on  $2.4  million  of  his  $7.7 
million  pension.  He  blames  Hoye: 
"You  have  to  keep  in  mind  that  Don 
Hoye  was  the  captain  I  put  in  charge  of 
negotiating  the  merger.  If  there  is  some 
question  about  understanding  the 
value  of  the  merger,  he  recommended 
it  to  me  and  the  board  of  directors." 
Ernst  &  Young,  TruServ's  former  audi- 
tor, declines  to  comment. 

Defections  by  store  owners  con- 
tinue. Sales  are  down  10%  to  12%  this 
year.  Hoye  may  have  to  fire  500  em- 
ployees. "We  have  restructured  and  are 
a  far  leaner  organization  today,"  says 
Hoye.  "It  is  critical  that  the  members 
support  the  co-operative  they  own." 
But  first  they  need  a  good  reason  to 
hang  on.  F 


Refusing  to  ta 
blame.  TruServ  Chief 
Donald  Hoye  helped 
broker  a  bad  deal. 
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Somewhere  over 
the  rainbow,  ALEX 
YEMENIDJIAN  will 

or  much  of  his  career,  alex  help  Kirk  Kerkorian 


finally  win  some 


Yemenidjian  was  a  certified  public  ac- 
countant, toiling  in  the  dry  realm  of 

tax  planning.  But  in  his  current  role     reSpeCt  in  HollyWOOCl. 

as  head  of  Metro-Goldwyn-Mayer  he 
has  days  like  this  one:  He  and  the  saucy  siren  Sharon  Stone  meet  privately  in  his  of- 
fice to  talk  about  the  sequel  to  her  hit  thriller  Basic  Instinct.  She  suggests  the  opening 
scene:  Her  character  emerges  from  the  shower,  naked  and  dripping  wet,  just  as  the 
cops  arrive. 

Running  MGM  is  a  tough  job.  No,  really,  it  is.  Chitchat  with  Sharon  Stone  is  one 
thing,  but  Yemenidjian  also  seeks  to  revive  the  glorious  motion-picture  lion  that 
once  roared  with  masterpieces  like  The  Wizard  of  Oz  and  Gone  with  the  Wind.  MGM, 
formed  in  a  three-way  merger  in  1924,  was  home  to  Clark  Gable,  Greta  Garbo,  Judy 
Garland  and  Spencer  Tracy. 

These  days  publicly  held  MGM  is  81%  owned  by  financier  Kirk  Kerkorian,  who 
has  bought  or  sold  the  studio  five  times  in  three  decades.  In  that  time  MGM  has  with- 
ered, reduced  to  a  mere  bit  player  among  Hollywood's  film  factories.  It  went  1 1  years 
without  a  profitable  quarter,  a  slump  that  ended  as  Kerkorian  installed  his  longtime 
consigliere,  Yemenidjian,  as  chief  executive  of  the  studio  in  April  1999. 

Now  two  years  into  the  role  created  by  Louis  B.  Mayer,  Yemenidjian  just  may  be 
up  to  the  task  of  resurrecting  MGM.  Far  more  experienced  chiefs  have  failed  before 
him — Paramount  alum  Frank  Mancuso,  producer  Alan  Ladd  Jr.  Yemenidjian  is  the 
antimogul.  He  shuns  long  lunches  at  Spago,  refuses  to  buy  a  studio  jet  and  balks  at 
excessive  pay  for  fading  stars.  He  focuses  more  on  profits  than  on  creative  vision. 

Yet  Yemenidjian,  with  help  from  Hollywood  veteran  Christopher  McGurk,  is  find- 
ing success  at  the  box  office.  For  the  first  time  in  six  years  MGM  just  had  two  consec- 
utive films  open  at  number  one.  Hannibal,  the  campy  horror  hit,  debuted  in  Febru- 
ary and  has  grossed  $320  million  worldwide. 

Heartbreakers,  with  Sigourney  Weaver,  opened    BY  BRETT  PULLEY 
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in  March  and  is  nearing  $40  million.  And 
for  the  first  time  in  more  than  a  decade, 
with  four  films,  MGM  has  a  full  summer 
slate.  The  $55  million  Martin  Lawrence 
comedy  What's  the  Worst  That  Could 
Happen?  opens  in  June,  and  the  $28  mil- 
lion erotic  thriller  Original  Sin,  starring 
Antonio  Banderas  and  Angelina  Jolie, 
opens  in  August. 

Yemenidjian,  who  proved  himself 
the  loyal  Kerkorian  deputy  by  running 
the  billionaire's  separate  MGM  Grand 
casino-hotel  business,  has  overseen  a  six- 
quarter  run  in  which  MGM  has  had  op- 
erating income  (net  before  depreciation, 
interest  and  taxes)  of  $220  million,  ver- 
sus negative  operating  income  of  $100 


A  Fine  Romance 

How  would  $100  invested  in  MGM  in  1969, 
when  Kirk  Kerkorian  first  bought  it,  compare  to 
$100  in  the  S&P  500  index?  Nicely. 


million  in  the  previous  six  quarters.  In 
the  first  three  months  of  2001  the  stu- 
dio's operating  income  increased  9%  to 
$28.6  million  before  the  one-time  effect 
of  an  industrywide  accounting  change. 
In  two  years  MGM's  stock  price  has 
climbed  from  $12  to  $19.  As  Jack  Valenti, 
chief  of  the  Motion  Picture  Association 
of  America,  observes:  "They're  really 
turning  this  company  around." 

Such  rebounds  can  be  fleeting  in 
show  biz,  and  Yemenidjian  could  yet 
blow  it;  all  it  would  take  is  a  nine-figure 
flop.  But  for  Kirk  Kerkorian,  a  renewed 
MGM  could  bring  vindication.  Despite 
building  a  fortune  worth  $7.8  billion  by 
investing  in  everything  from  airlines  to 
________  Chrysler,  Kerkorian  has 

failed  to  find  success  in 
30  years  in  Hollywood. 
He  bought  MGM  in 
1969.  He  sold  it  in 
1986,  then  repurchased 
most  of  it  months  later. 


300 


200 


100 


50 

1970  A 

30 


1969 


Kerkorian  takes  control  of 
MGM,  the  film  company 
that  Louis  B.  Mayor 
turned  into  Hollywood's 
biggest  and  richest  studio 
during  the  1930s  and 
1940s.  It  was  home  to 
stars  like  Clark  Gable, 
Greta  Garbo.  Spencer 
Tracy  and  Elizabeth  Taylor.  Its  films  included  Sen-Hur,  Mutiny 
on  the  Bounty,  The  Wizard  of  Oz  and  Gone  with  the  Wind. 


90 

1975 

He  sold  it  again  in 
1990 — and  bought  it 
back  in  1996.  All  the  while 
MGM's  legend  unraveled  as 
poor  management,  scandal 
and  the  sale  of  treasured  assets 
turned  it  into  a  pip-squeak  in  a 
town  dominated  by  integrated 
entertainment  companies  like 
Sony  and  Disney. 

In  the  process  Kerkorian  never 
took  a  financial  bath  (see  chart),  but  his 
reputation  took  a  beating.  Hollywood 
dismissed  him  as  a  trader  of  assets  who 
didn't  understand  the  art  of  the  silver 
screen.  Behind  his  back  people  knew 


him  as  the  guy  who  ran  MGM  intc 
ground.  Now,  at  age  83,  Kerkoriai 
nally  may  get  a  little  respect. 

That  owes  largely  to  Yemenidjian 
who  had  rarely  ever  set  foot  in  He 
wood.  He  has  worked  for  Kerkorian  i 
1989,  and  they  have  almost  a  father 
relationship.  And  like  a  loyal  son,  Ye 
nidjian  is  determined  to  enhance  Ke 
rian's  legacy.  "Kirk  has  gotten  a  bud 
in  Hollywood,"  he  says.  "People  thin 
just  wants  to  buy  and  sell  assets.  Kirk's 
looking  to  sell  MGM.  He  doesn't  neec 
money.  Kirk  wants  to  build  MGM." 

Now  comes  their  biggest  challe 
They  aim  to  turn  MGM  into  a  global 
tertainment  company  with  broad 
outlets  and  cable  and  satellite  chani 
MGM,  they  say,  can  be  a  leaner  versio 
a  Viacom  or  a  Disney,  filling  cap 
media  outlets  with  films  from  one 
the  richest  libraries  in  the  busi- 
ness. MGM  already  holds 
stakes  in  14  for- 

500 


1981 


eign  TV  channel; 
the  U.S.  it  just  5 
$825  million  fc 
20%  stake  in  f 
cable  channels, 
eluding  Bravo 
American  Mc 
Classics,  owned 
Rainbow  Me 
which  is  contro 
by  NBC  and  Cal 
vision.  Yemenid 
hopes  to  buy  full  control  of  the  four  < 
lets.  "It's  the  beginning  of  MGM's  tn 
formation,"  he  says. 

Of  MGM's  $1.2  billion  in  annual 
enue,  half  now  comes  from  new  fil 


MGM  buys  United  Artists  for 
$380  million,  acquiring  such 
films  as  The  African  Queen,  The 
Apartmeh-  Annie  Hall,  The  Pink 
Panther.  Some  Like  It  Hot.  Rocky 
and  the  James  Bond  films. 
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i  from  licensing  MGM's  library  7% 
1  TV  shows  and  3%  from  other  iter.::, 
vree  to  five  years,  Yemenidjian  pre- 
5,  revenue  will  be  "several  times" 
iy's,  with  less 


i  25%  coming 
l  new  movies; 
rest  will  come 
i  advertising, 
e  and  satellite 
and  the  library, 
t  sounds  good, 
?lenty  of  other 
comers  have 
n  in  love  with 
ywood,  only  to 
billions. 


1990 


Kerkorian  sells  MGM  to  Pathe 
Communications  for  $1  34  bil- 
lion. The  sale  includes  all  United 
Artists  films  and  the  handful  of 
MGM  films  made  since  1986. 
Films  made  between  1986  and 
1990  included  Moonstruck  and 
Rain  Man  (MGM's  last  best  pic- 
ture Oscar). 


i  fellow  Armenian,  for  years  before  going 
to  work  for  him.  Though  Yemenidjian's 
grandparents  were  born  in  Armenia,  he 
was  born  in  Argentina,  where  his  father 
was  a  shoemaker.  When  he  was  13, 
the  family  moved  to  Los  Angeles,  but 
his  heavy  Spanish  accent  remains.  He 
graduated  from  college  in  1977  and 
started  his  own  accounting  firm  in 
1981,  getting  an  M.B.A.  at  night  at  the 
University  of  Southern  California, 
where  he  taught  taxation.  It  3qqq 
was  perverse 


1997 


MGM  buys  Orion  Pic- 
tures for  $573  million, 
acquiring  films  such 
as  Dances  with 
Wolves  and  The 
Silence  of  the  Lambs. 


5000 
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For  now,  MGM  is 
still  a  pygmy.  To 
play  with  the  big 
boys  like  Via- 
com— whose  rev- 
enue is  17  times 
that  of  MGM's — 
Yemenidjian  must 
boost  the  stock 
and  use  it  for 
big  acquisitions. 
Kerkorian,  for  his 
part,  will  have  to 
dig  deep  into 
his  own  pockets. 
Kerkorian  is  mani- 
f  low-profile  and  hasn't  granted  an 
le-record  interview  since  1969.  In 
en  answers  to  some  questions,  he 
MGM  "deserves  to  be  a  much  larger 
diversified  entertainment  company, 
learly  headed  in  that  direction,  and 
y  support  it." 

emenidjian  had  idolized  Kerkorian, 


lis  MGM  to  Turner 
!  System  for  $1.5 
ti  and  stock. 

purchases  United 
HGM  name,  logo  and 
from  Turner  for 
L  Turner  keeps  all 
films  made  up  until 
ch  as  The  Wizard  of 
h  the  Wind,  etc. 


MGM  index 


1995 


MGM  line  assumes  investors 
shifted  into  S&P  500  when 
the  studio  was  privately  held. 


S&P  500 


1994 


1999 


2000 


1992 


MGM  buys  the 
PolyGram  film 
library,  includ- 
ing When  Harry 
Met  Sally,  The 
Graduate  and 
Four  Weddings 
and  a  Funeral. 

Kerkorian 

names  Yemenidjian  as  chairman  and  chief  execu- 
tive officer,  and  McGurk  as  vice  chairman  and  chief 
operating  officer.  Their  biggest  hit  so  far:  Hannibal. 


Pathe's  principal  lender,  Credit 
Lyonnais  Bank,  foreclosed  and 
took  over  the  company,  running 
it  for  the  next  four  years.  During 
that  period  its  films  included  Gef 
Shorty  and  The  Birdcage. 


Kerkorian  buys  MGM  from 
Credit  Lyonnais  Bank  for  $1.3 
billion.  Since  then  MGM  has 
made  The  Thomas  Crown  Affair, 
The  World  Is  Not  Enough  and 
Tea  With  Mussolini. 


training  for 
Hollywood, 
where  2+2  equals  whatever  a  studio  chief 
wants  it  to  equal.  "Historically,"  he  says, 
"some  people  abused  the  system.  I  won't 
allow  it  to  happen  here." 

Tall,  lean  and  courtly,  he  wears  scal- 
lop-collared shirts  of  his  own  design.  He's 
got  60  of  them,  and  they  are  all  white.  His 
office  inside  MGM's  Santa  Monica  head- 
quarters is  stylish  but  antiseptic:  white 
furniture,  white  carpet,  black-and-white 
photos  of  his  wife  and  two  children. 

He  is  such  an  outsider  that  most 
people  in  Hollywood  are  still  struggling 
to  pronounce  his  name  ("yemma- 
NEED-jee-an").  At  the  New  York  pre- 


miere of  Hannibal  the  film's  star, 
Sir  Anthony  Hopkins,  made  a 
speech  to  guests  and  stumbled 
miserably  over  the  mouthful, 
failing  to  get  past  the  first  syllable. 

After  joining  Kerkorian's  Los  Angeles 
office  as  an  accountant,  Yemenidjian 
went  to  MGM  Grand  in  1995  as  the 
number  two  to  Chairman  J.  Terrence 
Lanni.  Yemenidjian  became  known  for 
preoccupying  himself  with  details.  In  re- 
modeling the  MGM  Grand  in  Las  Vegas 
"he  obsessively  scrutinized  everything,"  a 
former  aide  says.  "If  he  didn't  like  the 
way  the  light  came  down  on  the  tile  on 
the  walkway,  it  had  to  be  done  over  until 
it  was  done  right."  Now  named  the  MGM 
Mirage,  the  casino  company's  market  cap 
quadrupled  in  four  years. 

Hollywood  is  a  tougher  place  to 
make  money.  For  the  first  1 7  years  after 
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Kerkorian  acquired  MGM,  he  struggled  to 
turn  a  profit.  In  1981  he  was  smart 
enough  to  pay  S380  million  to  acquire 
United  Artists,  adding  the  Rocky  and 
James  Bond  franchises  to  MGM's  stash. 
But  in  1986  he  bailed  out,  selling  MGM  to 
Ted  Turner  for  SI. 5  billion  in  cash  and 
stock.  Months  later  Turner  was  in  debt 
trouble,  and  Kerkorian  paid  him  S780 
million  to  buy  back  United  Artists,  the 
MGM  name,  the  logo  and  other  assets. 
Turner  kept  the  2,200  MGM  films  made 
before  1986.  He  used  them  to  create 
Turner  Classic  Movies,  a  channel  now 
worth  an  estimated  SI. 2  billion. 

In  1990  Kerkorian  retreated  once 


Months  later  MGM  spent  S573  million 
to  purchase  Orion  Pictures.  In  1999  it 
put  up  S235  million  for  PolyGram's  film 
library.  Kerkorian  now  had  the  indus- 
try's biggest  modern  library — more 
than  4,100  theatrical  releases,  75%  of 
them  made  after  1 960. 

With  the  content  in  hand  the  priority 
shifted  to  building  distribution,  but 
Mancuso,  in  his  mid-60s,  wanted  to  re- 
tire. In  1999  Kerkorian  began  looking  for 
a  successor,  tapping  Yemenidjian,  who  sat 
on  the  MGM  board,  to  help  in  the  search. 
Then  Kerkorian  simply  installed 
Yemenidjian  in  the  job. 

The  finance  man  lacked  Hollywood 


At  4  a.m.  Yemenidjian  went  h 
having  signed  McGurk  and  lane 
bonus:  MGM  would  coproduce  Hi 
bed,  the  sequel  to  The  Silence  of  the  Lt 
MGM  would  split  the  S81  million  a 
Hannibal  and  handle  the  U.S.  rel 
Universal  would  do  overseas  distribii 
and  the  two  would  split  revenue  c 
the  middle.  The  film's  opening  wee 
was  the  third-largest  ever  in  the  U.S. 
ing  in  S58  million  in  three  days. 

Arriving  at  work  groggy  the 
morning,  he  phoned  Kerkorian.  " 
worked  20  hours — do  I  get  overti 
he  asked  the  boss.  Kerkorian  cracke 

At  MGM  Yemenidjian  strikes  a  1 


There's  No  Business  Like  Show  Biz 


While  MGM  has  spent  three  decades  in  an  on-again.  off-again  dalliance  with 
Kirk  Kerkorian,  its  Hollywood  rivals  have  been  fodder  for  takeover  by  soft- 
drink  sellers,  electronics  makers,  billionaires  and  media  conglomerates. 
STUDIO  AND  FOUNDING:  Columbia  Pictures  (1924).  Stars  and  hallmark 
films:  Rita  Hayworth.  Jimmy  Stewart:  Lawrence  of  Arabia.  Men  in  Black. 
OWNER  LEGACY:  Financial  turmoil  in  the  1970s.  Coca-Cola  bought  it  (1982) 
for  $750  million.  Sold  to  Sony  Corp.  (1989)  for  $3.4  billion.  Sony  took  $3.2 
billion  writeoff  of  losses  (1994). 

STUDIO  AND  FOUNDING:  Paramount  (1914).  Stars  and  hallmark  films:  Bob 
Hope.  Gary  Cooper:  The  Ten  Commandments.  The  Godfather.  OWNER 
LEGACY:  Acquired  by  Gulf  &  Western  (1966).  Viacom  gained  control  (1994) 
for  $10  billion  after  takeover  war  with  former  studio  head  Barry  Diller. 
STUDIO  AND  FOUNDING:  United  Artists  (1919).  Stars  and  Hallmark  films: 
Charlie  Chaplin.  Sean  Connery:  Some  Like  It  Hot.  the  James  Bond  series. 
OWNER  LEGACY:  Went  public  (1957).  acquired  by  TransAmerica  Corp. 
(1967).  Suffered  $44  million  loss  on  (1980)  western  Heaven's  Gate.  Sold  to 
MGM  (1981)  for  $380  million. 

STUDIO  AND  FOUNDING:  Universal  (1912).  Stars  and  hallmark  films:  Rudolph 
Valentino.  Abbott  and  Cosfello:  All  Quiet  on  the  Western  Front.  American 
Graffiti.  OWNER  LEGACY:  Decca  Records  gained  control  (1950).  Swallowed 


by  MCA  (1962).  Matsushita  bought  MCA 
(1990)  for  $6.6  billion  Kept  $3  billion 
debt,  but  sold  80  percent  to  Seagram 
(1995)  for  $5.7  billion.  Last  year,  ac- 
quired by  Vivendi  for  $34  billion. 
STUDIO  AND  FOUNDING:  Warner  Bros. 
(1923).  Stars  and  hallmark  films: 
Humphrey  BogarT.  James  Cagney;  The 
Jazz  Singer,  Superman.  OWNER 
LEGACY:  Bought  by  Kinney  National 
Service  (1969).  Acquired  by  Time  Inc. 
(1989)  for  $14  billion.  Became  AOL  Time 
Warner  in  January  merger. 
STUDIO  AND  FOUNDING:  20th  Cen- 
tury Fox.  (1935).  Stars  and  hallmark 
films:  Marilyn  Monroe.  Gregory  Peck: 
The  Sound  of  Music.  Titanic.  OWNER  LEGACY:  Bought  by  oil  billiona 
Marvin  Davis  (1981)  for  $722  million.  Acquired  by  Rupert  Murdoch  in  r 
pieces  (1985-86)  for  $575  million.  Now  part  of  Murdoch's  News  Corp. 

—Ian  Zs 


Paramount  s  The  Godfather 


again,  selling  MGM  to  Pathe  Communi- 
cations for  SI. 34  billion,  72%  more  than 
he  had  paid  four  years  earlier.  But  Pathe's 
o\%Tier,  Giancarlo  Paretti,  had  bribed  bank 
officials  to  raise  the  cash  to  buy  the  studio. 
He  defaulted  in  1992,  and  bank  Credit 
Lyonnais  took  control.  In  1996  Kerkorian 
took  his  third  shot  at  MGM,  paying  the 
bank  $1.3  billion — a  hefty  price,  given 
MGM's  travails. 

With  Kerkorian's  blessing,  then-chief 
Frank  Mancuso  loaded  up  on  content. 
MGM  went  public  again  in  1997,  raising 
SI 80  million  for  10%  of  its  stock. 


shrewdness  but  had  the  owner's  trust. 
They  talked  two  or  three  times  a  day  and 
played  tennis  every  weekend.  To  hell  with 
Hollywood  experience.  "This  is  the  first 
time  since  I  took  control  of  MGM  in  1969 
that  I  feel  totally  confident  \%ith  the  man- 
agement," Kerkorian  says  in  his  canned 
comments. 

His  first  day  in  the  new  job  Yemenid- 
jian arrived  at  MGM  at  8  a.m.,  worked 
until  8:30  that  night,  then  drove  to  Uni- 
versal Pictures.  There  he  negotiated  to 
win  the  services  of  Chris  McGurk,  then 
Universale  chief  operating  officer. 


cate  balance"  of  personal  involveme 
all  aspects  of  the  studio.  "I  have  a  poi 
view  about  the  creative  side  and  the  i 
keting  of  pictures,"  he  says,  "and  I  r 
my  point  of  view  known  when  1 1 
it's  important." 

Last  year,  after  a  test  screening  o 
Pierce  Brosnan  film  The  Thomas  Ct 
Affair,  Yemenidjian  stepped  in.  The  < 
acter  played  by  Rene  Russo  needed  t' 
main  tough  to  the  very  end,  he  deci 
Instead  of  Russo  and  Brosnan  Ids 
sweetly,  the  way  the  flick  ended  at 
the  final  cut  shows  the  kiss,  and  1 
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His  boss  may  bo  an  outsider,  but  MCM  Chief  Operating  Off ii 
Chris  McGurk  knows  the  ins  and  outs  of  Hollywood. 

Russo  whispers  in  his  ear:  "You  pull  a 
stunt  like  that  again,  I'll  break  both  your 
arms."  Brosnan's  take  on  Yemenidjian: 
"He  knows  how  to  crunch  the  numbers, 
and  he's  got  a  good  eye  for  character." 

More  recently,  when  eight  MGM  ex- 
ecutives pitched  him  a  project  he  thought 
was  too  costly,  he  polled  them:  "Are  you 
willing  to  stake  your  bonus  for  the  year 
on  this  film?"  One  at  a  time,  each  said 
yes.  They  got  the  green  light,  but  will  he 
really  hold  them  to  the  bonus  bet?  "Ab- 
solutely," he  says.  "Otherwise,  the  next 
time  I  say  it,  it  won't  have  any  meaning." 

Yemenidjian  has  quickly  grasped 
the  social  eccentricities  and  byzantine 
arithmetic  of  the  insular  film  industry. 
By  striking  ventures  with  rivals,  he 
plans  to  release  20  films  this  year — 
more  than  twice  the  output  in  2000,  on 
only  a  30%  rise  in  the  production  bud- 
get, to  $450  million  this  year. 

For  Basic  Instinct  II,  which  awaits  a 
male  lead  to  joust  with  Sharon  Stone, 
MGM  has  offset  the  entire  $55  million 
budget  by  selling  foreign  rights  to  the 
film's  producers.  That  approach  cuts 
MGM's  risk  and  gives  it  a  stake  in  many 
more  films,  but  also  forces  the  lion  to  split 
the  upside.  Yemenidjian  also  has  spent 
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$225  million  to  end  a  contract 
with  AOL  Time  Warner's  home 
video  unit,  which  handled  dis- 
tribution for  a  fee  of  12%  of 
sales.  MGM  now  does  it  itself,  at 
half  the  cost.  That  saves  $20  mil- 
lion a  year  and  frees  MGM  to  use 
video  rights  as  a  bargaining  chip 
in  coproduction  deals. 

To  improve  foreign  distribu- 
tion, Yemenidjian  last  year  with- 
drew from  a  syndicate  that  re- 
quired MGM  to  pay  a  fixed  cost 
for  overhead,  regardless  of  how 
few  films  it  released.  Now  MGM 
pays  News  Corp.'s  Fox  9%  of  its 
share  of  overseas  sales  to  get 
MGM  films  into  theaters,  on  a 
per-picture  basis. 

In  the  past  18  months 
Yemenidjian  also  has  raised  $1.4 
billion  in  a  rights  offering  to 
shareholders  and  in  three  private 
placements.  He  used  the  cash  to 
fund  the  film  slate,  reduce  debt 
by  $200  million  to  $900  million  and  buy 
into  the  Rainbow  channels.  To  reduce 
overhead  he  has  cut  MGM's  work  force 
by  6%  to  1,000.  MGM's  overhead,  at  $185 
million  last  year,  was  14%  of  revenue, 
down  from  17%  in  1999.  Bucking  Holly- 
wood's propensity  for  self-interest, 
Yemenidjian  also  has  cut  back  on  long- 
term  contracts  and  lavish  bonuses.  Six  of 
MGM's  12  division  heads  have  left  since 
he  took  over.  Instead  of  signing  five-year 
pacts  with  their  replacements,  he  imposed 
three-year  deals  with  two-year  options. 
This  reduces  severance  packages. 

"The  richest  people  in  town  are  those 
who've  been  fired  a  couple  of  times,"  he 
says.  "People  who  are  talented  don't 
worry  about  having  a  long-term  con- 
tract." He  gives  all  employees  stock,  and 
ties  bonuses  directly  to  operating  prof- 
its. Most  studios  base  bonuses  on  market 
share  and  box-office  gross. 

Though  the  lease  on  MGM  head- 
quarters is  about  to  expire,  the  company 
will  merely  move  into  an  office  tower  in 
Century  City.  He  won't  even  consider  re- 
locating to  a  studio  lot,  the  ultimate  sta- 
tus symbol.  MGM  hasn't  owned  a  lot 
since  Kerkorian  sold  out  to  Ted  Turner  in 
1986.  Lots  are  expensive  trophies  with 


soundstages  that  sit  empty  half  the 
and  street  sets  that  directors  shun  in 
of  location  shots.  "You  could  not  gw 
a  lot,"  Yemenidjian  says  disdainfull' 

When  the  numbers  look  bad,  th 
accountant  balks.  A  few  months  a£ 
backed  out  of  Dragonfly,  arguing  tht 
ing  star  Kevin  Costner  was  overpric 
a  guaranteed  $15  million.  Univ 
bought  the  rights  and  has  begun  filr 
Costner's  deal  intact.  Still,  Yemeni' 
knows  when  to  pay  up.  Word  is 
wooing  Mike  Meyers  of  Austin  Pc 
fame,  trying  to  persuade  the  comic  1 
sume  the  Peter  Sellers  role  in  a  pla: 
Pink  Panther  film,  the  tenth  in  the  s> 

The  glare  of  Tinseltown  bl 
many  rookies,  but  MGM's  chief  s< 
unfazed.  Other  moguls  mingled 
the  stars  at  the  Academy  Aware 
March;  Yemenidjian  stayed  home 
his  wife,  watching  on  TV.  The  Os 
he  says,  "are  not  as  glamorous  as 
seem."  (Especially  when  your  stt 
isn't  up  for  any.)  As  Kerkorian 
"Alex  isn't  seduced  by  the  trappin 
the  entertainment  industry." 

Many  predict  Kerkorian  will  soo 
out  again,  but  Yemenidjian  insist, 
goal  is  to  more  than  double  MGM's 
ket  cap,  then  make  a  large  acquisi 
His  vice  chairman,  McGurk,  is  r 
blunt:  "We  are  not  for  sale." 

But  Yemenidjian  admits  suitor: 
frequently  these  days.  Cablevision,  c 
ing  up  to  MGM  since  Yemenidjiai 
vested  in  its  Rainbow  cable  unit,  c 
plausibly  buy  the  studio  in  order  to 
ture  its  library.  A  fledgling  TV  outl 
Paxson  Communications,  for  oi 
could  become  an  instant  playe 
grabbing  the  MGM  library. 

And  if  MGM  can  land  a  few  hit; 
library's  value  grows.  MGM  hasn't  w 
best  picture  Oscar  since  the  1988 
Rain  Man.  But  hopes  are  high  this 
for  Windtalkers,  starring  Nicholas  < 
'  and  directed  by  lohn  Woo;  it's  schec 
for  release  in  November.  At  $  1 1 0  mil 
it  is  the  renewed  MGM's  biggest  gar 
If  it  fails,  MGM's  comeback  could  spi 
If  it's  a  success  and  wins  a  nomina 
Yemenidjian  finally  may  break  the 
tern  and  attend  the  Academy  Awar< 
in  one  of  those  weird  shirts. 
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An  easy  seaside  metro  shows  why  the  Carolinas 
draw  a  new  economic  spur:  affluent  pre-retirees. 

BY  TIM  W.  FERGUSON  AND  WILLIAM  HEUSLEIN 

IN  30  YEARS  IN  MANAGEMENT  AT  ELI  LILLY,  RICHARD  MORRISON  HAD 
lived  around  the  world.  By  1993  the  Ph.D.  economist,  then  57,  was  ready 
for  something  else.  But  not  a  traditional  retirement.  Like  millions  of  af- 
fluent Americans  in  their  50s — a  group  now  flush  with  die  first  wave  of 
the  baby  boomers — Morrison  and  his  wife,  Belinda,  weren't  ready  to 
give  up  all  the  stimuli  of  a  working  life.  They  wanted  a  nice  home  around  nice 
people  in  a  nice  climate,  but  not  a  Sun  City. 

What  they  wanted,  they  found  in  Wilmington,  N.C.,  a  233,000-popula- 
tion  metro  hard  by  Cape  Fear  in  the  midst  of  the  lower  Adantic  coast's  pros- 
perity belt.  Much  of  the  two  Carolinas  and  Virginia,  a  region  extending 
roughly  from  Charleston  to  Richmond,  has  benefited  in  the  last  decade  or  so 
from  an  unsung  element  of  economic  dynamism:  well-off  pre-retirees. 
Armed  with  money,  time  and  knowledge,  they,  as  much  as  any  young  techies 
or  M.B.A.s,  are  emblematic  of  America's  hot  spots.  In  the  volatile  markets  of 
200 1 ,  older  and  more  stable  achievers  may  be  a  place's  best  human  resource. 

In  Wilmington  is  a  branch  of  the  University  of  North  Carolina  where 
Dick  Morrison,  who  left  Lilly  as  head  of  operations  in  Brazil,  could  at  last  put 
his  academic  credentials  to  work.  For  six  years  now  he's  taught  international 
management,  and  has  been  a  director  of  a  small  pharmaceutical  company 
and  active  with  the  International  Executive  Service  Corps.  He  settled  into 
the  second  career  after  he  and  Belinda  built  their  dream  home,  a  5,000- 
square-foot  "farm  house"  in  a  gated  development  called  Landfall  along  the 
Intracoastal  Waterway.  It's  big  enough  for  entertaining  and  can  house  more 
than  a  dozen  adults  and  grandkids  at  Christmas.  The  drive  into  town  or  to 
campus — this  is  Dick's  last  year  teaching — is  10  to  15  minutes. 

Oh,  and  he  is  commodore  of  the  Seapath  Yacht  Club  at  nearby 
Wrightsville  Beach,  where  he  keeps  his  42-footer.  "I  do  like  the  water,  being 
a  former  Navy  guy,"  he  says. 

Landfall  is  lush,  with  Pete  Dye  and  lack  Nicklaus  golf  courses,  but  the 
appeal  of  the  Carolinas  and  other  emerging  resettlement  zones  for  postcareer 
couples  is  rarely  to  the  superwealthy  The  Morrisons  likely  paid  half  a  million 
for  their  three-fourths  of  an  acre.  In  Aspen  it  would  have  been  twice  as  much. 
In  Carmel  perhaps  three  times.  Florida?  Space  is  tight  and  it's  another  world. 
The  Carolina  belt  thus  can  be  a  middle  ground  for  many  in  the  populous 

COMMODORE  AND  FIRST  MATE:  DICK  AND  BELINDA  MORRISON 
FOUND  IN  WILMINGTON  A  PLACE  FOR  A  BIG  FAMILY  TO  CALL  HOMZ 
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BEST  ADDRESS:  LANDFALL  DEVELOPMENT  SPORTS  CLUBHOUSES  FOR  BOTH  OF  ITS  CHAMPIONSHIP  LIN 


East.  Temperatures  are  moderate,  although  hurricanes  are  a 
recurring  menace  even  this  far  up-coast. 

To  be  sure,  first  careers  attract  younger  folks  to  bigger  urban 
centers  like  Charlotte  and  Raleigh-Durham-Chapel  Hill,  with 
its  Research  Triangle  Park.  Myrtle  Beach,  S.C.,  just  across  the 
state  line,  offers  tourists  the  bright  lights.  But  the  proximity  of 
those  areas  also  adds  to  the  enticement  of  a  Wilmington.  For 
many  who've  settled  there,  such  as  Morrison  and  neighbor 
Kenneth  Garrett,  58,  retired  as  an  AT&T  executive  after  30  years, 
it  offers  the  ability  to  do  big-league  consulting  or  attend  board 
meetings  an  hour  or  two  away  from  their  charming  redoubts. 


Prosperity  Pull 

Much  of  this  three-state  area  is  booming. 
Arrivai  of  affluent  older  residents  also 
spurs  health  care  spending.  "One  impor- 
tant aspect  of  the  quality  of  life  is  the 
presence  of  medical  facilities  that  would 
service  any  need  they  might  have,"  says 
UNC  Wilmington  economist  William  Hall. 


VIRGINIA 


NORTH  CAROLINA 


SOUTH  CAROLINA 


Wilmington 


LiULr.  ur  uuunoL 

Private  holes 

Total 

Metro  area       per  100,000  pop.    private  holes 

CHARLOTTE,  NC 

34 

477 

COLUMBIA,  SC 

38 

198 

MYRTLEBEACH.SC 

30 

54 

RALEIGH-DURHAM,  NC 

29 

324 

WILMINGTON,  NC 

32 

72 

U.S. 

27 

NA 

NA:  Not  available.  Sources:  National  Golf  Foundation;  Forbes. 

VENTURE  CAPITAL  FUNDING 

 -($mil)  — 

1998  1999 

2000 

NORTH  CAROLINA 

$222  $823 

$1,135 

SOUTH  CAROLINA 

17  53 

240 

VIRGINIA 

615  894 

1,643 

Source:  PricewaterhouseCoopers  in  cooperation  with  VentureOne. 

HOUSING  HOLDS  UP 

1995  2000 

Growth 

NORTH  CAROLINA 

$94,800  $123,700 

30% 

SOUTH  CAROLINA 

83,700  111,300 

33 

VIRGINIA 

116,600  141,300 

21 

U.S. 

109,800  139,100 

27 

Median  sales  price  of  existing  single-family  homes. 

Sources:  Milken  Institute:  National  Association  of  Realtors. 

Spouses  play  a  big  role  in  these  relocations.  In  his  corpo 
capacity  Garrett,  too,  "moved  my  wife  and  family  a  lot. 
when  it  came  to  choosing  a  place  to  live,  my  wife  had  a  trerr 
dous  amount  of  input."  And  Kathy  Garrett — she  loved  \ 
mington:  "Our  younger  daughter  went  to  Duke,  and  after 
iting  her  we  swung  over.  It  just  felt  right."  Ken  runs  3  mile* 
the  beach  or  around  Landfall  every  other  day,  golfs  with 
sons-in-law  who  are  eager  to  visit  and  maintains  a  calen 
full  of  venture  capital  and  advisory  meetings  with  compa: 
all  the  way  to  his  former  New  Jersey  stomping  grounds, 
also  helps  through  a  local  entrepreneurial  council  affilk 
with  the  university.  Whet 
through  equity  or  expertise, 
presence  of  a  Garrett  or  a  Morri 
is  bullish  for  regional  ventures. 

Of  course,  it  doesn't  hur 
have  generally  low  taxes  and  a  ri; 
to-work  labor  law.  Demograp 
Daily  cited  Wilmington  as  tops 
tionally  for  small -business  vital 
The  newcomers  have  boo; 
the  area's  population  36%  in 
years,  and  there'll  be  more  foil 
ing.  This  also  means  a  second 
for  Wilmington,  once  a  crit) 
cotton  depot  with  ship  and 
links  and  the  last  naval  strong? 
of  the  Confederacy.  More  rece 
its  river  docks  attracted  a  few 
plants — the  area  remains  on 
DuPont's  biggest  polyester  p 
ducers,  and  Corning  has 
world's  largest  optical-fiber  p 
here — but  the  pinched  auto  ac 
along  the  azalea-dotted  cour 
roads  limited  most  ingress  to  si 
mer-cottage  regulars.  Today 


134     FORBES-  May  28,  2001 


town  celebrates  new  interstate  highway  connections, 
although  local  alarm  is  rising  as  silt  runoff  from 
development  imperils  the  seafood  catch. 

The  pattern  of  postcareer  relocation  is  familiar 
around  the  country:  The  affluent  rediscover  a  sleepy 
burgh,  usually  one  with  outdoor  fun  and  room  to 
breathe,  and  converge  until  crowding  or  costs  trigger  a 
cutoff.  The  new  households  typically  have  the  time  and 
sophistication  to  agitate  for  that.  The  San  Luis  Obispo, 
Calif,  metro,  about  the  same  size  as  the  Wilmington 
area,  is  a  case  in  point  across  the  continent:  Lovely  and 
relatively  affordable,  it  got  popular  in  the  1980s  and 
now  weighs  growth  controls.  Successive  amenity  mi- 
grants just  go  looking  for  the  next  great  place. 

Beyond  access  to  play  and  commerce,  pre- 
retirees  want  educational  and  cultural  choices.  Their 
own  spending  is  usually  enough  to  attract  artists,  de- 
signers and  chefs.  (Wilmington  cuisine  is  not  grits  and 
hush  puppies.)  "What  these  elderly  do  is  continue  the 
activities  they  enjoyed  earlier  in  life — only  more  so," 
says  New  York  University  ur- 
banist  Mitchell  Moss. 

This  is  not  lost  on  the 
carriage  trade.  Wall  Street 
brokerages  opened  offices 
near  the  Landfall  gates,  and 
Wilmingtonians  can  buy 
their  Mercedes  or  BMWs  in 
town.  A  Land  Rover  dealer 
just  moved  in,  figuring 
households  with  incomes 
above  $75,000  will  be  up 
from  40,000  to  69,000  be- 
tween 1998  and  2003. 

Wilmington  enjoys  its  glamour,  too.  Dino  De 
Laurentiis  came  looking  for  location  shots  for 
Firestarter  in  the  1980s  and  stayed.  The  successor  to  his 
busted  studio  operation  bustles  under  Frank  Capra 
Jr.,  son  of  the  legendary  director.  By  one  count,  $2.6 
billion  in  productions  have  been  shot  in  Wilmington, 
including  such  titles  as  Blue  Velvet,  The  Road  to 
Wellville  and  Sleeping  with  the  Enemy  (but  not,  ironi- 
cally, the  remake  of  Cape  Fear).  This  spring  saw  John 
Travolta,  Sandra  Bullock  and  Ashley  Judd  doing  film- 
ing. The  setting  is  widely  seen  on  TV's  Dawson's  Creek. 

Capra,  who  resides  near  his  12-year-old  daugh- 
ter's school  not  far  away,  says,  "When  people  get  here  they 
realize  that  it  really  operates  very  much  like  an  LA.  studio,  with 
support  facilities  like  on  an  LA.  lot.  They  feel  at  home."  And 
the  townspeople  let  the  stars  relax. 

Most  everyone  seems  to  settle  in  easily.  Dick  Morrison  re- 
calls that  after  years  abroad,  "We  started  to  notice  when  some- 
one asked  one  of  our  children,  where  are  you  from?  They'd 
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ROLL  EM:  FRANK  CAR 
JR.  HEADS  A  FILM  WOI 
CONTINGENT  IN  WILMH 
TON.  LOW-RISE  DOV 
TOWN  HAS  THALIAN  Hi 
(BOTTOM  LEFT)  FOR  P 
FORMING  ARTS  AND 
SHORTAGE  OF  FINE  DINI 


say,  we're  from  Athens.  Or,  we're  from  Germany.  No,  \* 
from  Mexico.  And  it  suddenly  dawned  on  us:  They  don't  ki 
where  home  is — I  guess  maybe  we  don't  anymore,  either. 

Now  both  they  and  their  visiting  offspring  identify  \ 
Wilmington.  Belinda  is  active  in  Meals  on  Wheels.  Dick  says 
looks  like  I'm  going  to  be  on  another  board  or  two.  It's  tim 
get  onto  a  third  career,  and  this  is  a  great  spot  to  have  that 
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www.tojrot3.com  •  l-800-gc-toyoca  ©2000 Toyota  Motor-  Sales,  USA,  inc.  Buckle  up!  Do  it  fc  those  who  love 


IN  N  K  IV  YORK, 


IT  QUALIFIES  AS 


0  N  E  -  B  E  T>  ROO.M  A  PAR  TMENT, 


.,'AL  CLIMATE  CONTROL,  JBL  AUDIO  SYSTEM*  AND  LEATHER-TRIMMED  SEATS*  THE  AVALON  IS  MORE  PARK  AVENUE  PENTHOUSE  THAN 
'ALK-UP.  AND  WITH  OVER  106  CUBIC  FEET  OF  CABIN  SPACE,  YOU  CAN  ALWAYS  SUBLET  THE  BACKSEAT.  TOYOTA  AVALON 
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Best  of  Times,  Worst  of  Time 

This  year's  winners  reflect  high-tech's  heyday.  California  should  get  over  bun 

T! 


IHE  FAMOUS  DICKENS  PHRASE 
might  sum  up  the  latest  Forbes/ 
Milken  Institute  Best  Places  for 
Business  and  Careers.  Several  of  the  lead- 
ing metropolitan  areas,  by  virtue  of  their 
strong  technological  base,  face  short- 
term  stress  because  of  a  collapse  in  New 
Economy  stock  prices  and  a  sudden  sup- 
ply overhang  in  the  telecommunications 
and  electronics  sectors. 

That  has  meant  job  losses  and  a 
squeeze  on  the  investment  capital  that 
fueled  much  of  the  recent  growth  in 
these  hot  spots.  But  the  true  foundation 
of  their  prosperity,  their  deep  and  rich 
knowledge  cores  combined  with  ap- 
pealing locales  that  attract  the  choosiest 
talent,  is  undiminished.  So  it  is  that  the 
San  Jose  metro,  incorporating  the  orig- 
inal Silicon  Valley,  tops  this  year's  rank- 
ings after  a  drop-off  last  year  that  re- 
flected an  earlier  economic  bout,  the 
Asian  crisis  of  1998.  San  Fran- 
cisco's metro,  including  the 
suburbs  of  San  Mateo  County 
to  the  south  and  home  to  cor- 
porate giants  such  as  Oracle, 
rises  to  third.  Oakland  and  the 
flowering  tech  towns  of  the 
East  Bay  rise  to  tenth. 

Analysts  at  Milken,  in 
Santa  Monica,  Calif.,  crunch 
the  latest  available  federal  data 
on  job  and  earned-income 
growth,  adding  weight  for  14 
"technology  clusters" — sec- 
tors that  especially  seed  eco- 
nomic dynamism.  (Uniform 
data  aren't  available  for  all 
tech  classifications,  so  we  miss 
a  few  pockets.) 

It's  no  secret  that  down- 
turns breed  new  businesses.  In 
Silicon  Valley,  where  failure  can 
be  a  credential  and  attitudes 
rebound  in  Internet  time,  this 


may  actually  be  an  opportune  moment 
for  initiating  an  enterprise  or  career.  The 
pause  there  looks  stark  only  because  of 
the  torrid  growth  that  preceded  it.  Job- 
lessness is  still  less  than  3%.  Although 
overall  venture  capital  flows  have  dimin- 
ished of  late,  the  tiny  region  keeps  getting 
nearly  40%  of  the  U.S.  total. 

Moreover,  the  San  Francisco  penin- 
sula benefits  from  Stanford  University's 
catalytic  but  stable  presence.  The 
school,  whose  payroll  is  expanding,  just 
snagged  a  $400  million  operations 
grant — the  largest  ever  to  a  college — 
from  the  foundation  endowed  by  late 
alumnus  William  Hewlett. 

In  any  case,  as  Milken's  Ross 
DeVol  notes  (see  interview,  p.  146),  our 
index  is  best  seen  as  a  predictor  of 
medium-term  prospects.  Of  necessity, 
objective  data  are  a  snapshot.  At  any 
given  moment  the  picture  changes. 


SAN  JOSE  METRO 


Computing  power:  $38  million  Gates  Building  bolsters  Stanford. 

LAST  YEAR'S  RANK 

 2  

JOB  GROWTH  1995-2000 

23% 

2000  POPULATION 

1.647,419 

BIGGEST  PRIVATE  EMPLOYERS 

Cisco  Systems  •  Hewlett-Packaru  •  Apple  Computer  • 

Intel  •  Applied  Materials 

But  the  trend  endures. 

For  example,  even  as  other  key  1 
nology  sectors  slowed,  software 
gramming  jobs  were  blossoming  in 
ifornia  through  March.  They 
exceed  400,000,  versus  300,000  at  y 
end  1999.  That  extraordinary  jump 
Stephen  Levy  of  the  Center  for  Coi 
uing  Study  of  the  California  Econ 
in  Palo  Alto,  reflects  not  just  the  Or 
but  code  writers  at  countless  non 
companies  as  well.  The  economy  qi 
continues  its  shift  from  bricks  to  cl 
come  Nasdaq  high  or  low. 

California  continues  to  domi 
the  top  rungs  of  the  Forbes/Milker 
even  as  much  of  the  state  suffers  « 
buffeting  from  interrupted  supplies 
fast-rising  costs  of  power.  This  is 
marily  a  political  problem.  Hi 
prices  are  manageable — California 
not  been  a  cheap  place  to  live  o 
business  for  decades- 
shortages  from  market 
pering  are  debilitating.  Stf 
state  has  its  aces:  Tourisn 
third-biggest  category  of 
ployer,  brings  in  $75  billi 
year,  up  50%  from  the  i 
1990s;    the  housing 
construction  markets- 
fourth-biggest  employ 
generally  remain  strong 
are  getting  a  huge  boost  fr» 
wave  of  government  proj 
Meantime,  niches  such  as 
wine  making  are  so  robust 
Sonoma  County  (Santa 
metro)  has  put  the  brake 
growth  at  some  operation 
Nor  is  the  sun  setting 
where  in  the  West.  To 
the     Phoenix  and 
Vegas  metros  join  the  Foi 
Milken  top  15  this  year. 

— Tim  W.  Ferg 
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AUSTIN 


LAST  YEAR'S  RANK 

1 

JOB  GROWTH  1995-2000 

30% 

2000  POPULATION 

1,146,050 

BIGGEST  PRIVATE  EMPLOYERS 

Dell  Computer  •  Motorola  •  IBM 

H.E.B.  Grocery  •  Solectron  Texas 

SAN  FRANCISCO 


LAST  YEAR  S  RANK 


JOB  GROWTH  1995-2000 


18°/ 


2000  POPULATION 


1.685,647 


BIGGEST  PRIVATE  EMPLOYERS 


United  Airlines  •  Oracle  •  Bank  of  America  • 
Pacific  Gas  &  Electric  •  Kaiser  Permanente 


BOULDER 


DALLAS 


M  \v 

High  rise:  Bank  One  Plaza  shouts  money. 


LAST  YEAR  S  RANK 


24 


JOB  GROWTH  1995-2000 


24% 


2000  POPULATION 


3,280,310 


BIGGEST  PRIVATE  EMPLOYERS 


AMR  •  SBC  Communications  •  Verizon  •  Texas 
Health  Resources  •  Baylor  Health  Care  System 


SANTA  ROSA 


Rich  regional  crop:  Sebastiani  vineyard. 


LAST  YEAR'S  RANK 


3 


JOB  GROWTH  1995-2000 


24% 


2000  POPULATION 


439,970 


BIGGEST  PRIVATE  EMPLOYERS 


Agilent  Technologies  •  Medtronic  AVE  (Medtronic) 1 
St.  Joseph  Health  System  •  Safeway  •  Optical 
Coating  Laboratory  (JDS  Uniphase) 


BOISE 


2000  POPULATION 


273.112 


BIGGEST  PRIVATE  EMPLOYERS 


IBM  •  Qwest  Communications  International  • 
Storage  Technology  •  Centrobe  (EDS)  • 
Ball  Aerospace  and  Technologies 


2000  POPULATION 


407,844 


BIGGEST  PRIVATE  EMPLOYERS 


Micron  Technology  •  Hewlett-Packard  • 

St.  Alphonsus  Regional  Medical  Center  • 

St.  Luke's  Regional  Medical  Center  •  Albertson's 


SAN  DIEGO 


LAST  YEAR'S  RANK 

6 

JOB  GROWTH  1995-2000 

22 

2000  POPULATION 

2,820.344 

BIGGEST  PRIVATE  EMPLOYERS 

Sharp  HealthCare  •  Qualcomm 

•  Kaiser 

Permanente  •  ScrippsHealth  • 

Pacific  Bell 

Valley  of  the  Sun:  City  Hall  shines  bri 


LAST  YEAR  S  RANK  23 


JOB  GROWTH  1995-2000 


22' 


2000  POPULATION 


3,013.696 


BIGGEST  PRIVATE  EMPLOYERS 


Motorola  •  Wal-Mart  Stores  •  Honeywell  « 
American  Express  •  Bank  One 
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Kaiser  Permanente  •  Pacific  Bell  • 
Safeway  •  Chevron  •  New  United 
Motor  Manufacturing  (Toyota-GM) 


Top  15  Metros  continued  on  page  146  ► 


HELPING  YOU  POSITION  FOR  THE  LONG  TERM 

RHI  Management  Resources  can  provide  highly  experienced  consultants  to  meet  your  needs.  We  present  a 
cost-effective  alternative  to  traditional  accounting  and  consulting  firms  by  offering  your  company  a  wide  range 
of  tax  services  such  as  Federal,  state  and  local  income  tax  compliance,  tax  research  and  planning  and  tax  audits. 


Contact  RHI  Management  Resources,  the  business  solutions  specialists. 


www.rhimr.com 


111  Management- 

Project  Financial  Professionals 


Where's  Hot  and 

Best  Places  for  Business  and  Careers:  200 


Wher 

Metros  Ranke< 


'  'i  c«,Mi„  i  c        Spokane  108  ♦ 
AK  Bremerton  120 ♦•Seattle  5 

MIV  ♦  Tacomall6  WA 

I  Anchorage  128  V  A0lympia46 

♦  Yakima  119 
Richland  111  ♦ 


ND 


MT 


Portland  32 


.  Salem  67 


▲  Eugene  75  OR 


ID 

•  Boise  7 


WY 


Chico  53  i 


NV 


Salt  Lake  City  42  ▲ 


i  Provo  19 


l Reno  45 


Sacramento  11 

A  Stockton  43 
▲  Modesto  56 
■  Merced  138 

♦  Fresno  88 
CA     ■  Visalia  139 


Fori  Collins  31  • 

Boulder  4  • 

•  Denver  22 

CO 

Colorado  Springs  26  • 


i  Las  Vegas  14 


Bakersfield  124 


Albuquerque  97  ♦ 


Amarillo  156  I 


Ventura  18 


Los  Angeles  118  < 


» Riverside  27 


AZ 


NM 


HI 

Honolulu  189  ★ 


Orange  County  12  • 
San  Diego  8  • 


Phoenix  9  • 


Wic 


T 

Okiahorru 


Lubbock  12 


•  Tucson  23 


Fort  Worth-Arli 


WHERE  THE  VENTURE  CAPITAL  MONEY  GOES 


El  Paso  152  Odessa  192*  TX 
Kille 


Regional  investments  as  percentage  of  total ' 


Silicon  Valley 
New  England 
New  York  Metro 
Los  Angeles/Orange  Co. 
DC/  Metroplex 
Northwest 
Texas 
Southeast 
Midwest 
San  Oiego 


1 38.9% 


112.4 


18.7 


HI  6.2 

■  4.5 

■  4.4 

■  4.4 

■  4.2 

13.9 

13.0 


'Total  venture  capital  invest- 
ments in  fourth-quarter  2000. 
Source:  Pricewaterhouse- 
Coopers  in  cooperation  with 

VentureOne. 


Corpus i  h\ 

Laredo  < I 


□£°£tes  For  scoring  information  and 
methodology,  plus  a  Forbes/Milken  ranking  of 
94  smaller  metros,  go  to  forbes.com/bestplaces. 


M 

Browns 
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It 


45 


TOP  GAINERS 


Rise  from  last  year's  list 


1 

1 

IKLNIUN,  NJ 

+85 

o 

L 

UtlKUII,  Ml 

♦ol 

3 

ICDOtV  PI  TV  U  1 

JtKotY  Ul  Y,  NJ 

,  "7  -J 

♦77 

A 

4 

OTn PI/TOM  PA 

SIULK IUN,  LA 

♦7J 

c 
0 

PUADS  CCTflkl  CP 

♦0/ 

6 

COLUMBUS,  OH 

♦61 

7 

MONMOUTH,  NJ 

♦58 

7 

NEWARK,  NJ 

♦58 

7 

RICHMOND,  VA 

♦58 

7 

ALLENTOWN,  PA 

♦58 

GETTING  TO  THE  GATE 


Metro  regions  by  emplaning  passengers  in  1999 

Number 

Area  (mil)  Airports 


LAGGING  METROS 


puirAPn 
LHILAuU 

07  C 
o/.D 

0  Hare,  Midway 

ATLANTA 

37.2 

Hartsfield 

NEW  YORK 

35.8 

JFK,  LaGuardia,  Newark 

LOS  ANGELES 

33.4 

LAX,  Long  Beach,  John  Wayne, 
Hollywood/Burbank,  Ontario 

nAI  1  AC 

ol.U 

uallas-rort  worth,  Love 

SAN  FRANCISCO 

26.7 

San  Francisco,  San  Jose, 
Oakland 

MIAMI- 

21.6 

Miami,  Palm  Beach, 

FORT  LAUDERDALE 

Fort  Lauderdale-Hollywood 

WASHINGTON,  DC 

21.5 

Dulles,  Reagan,  BWI 

HOUSTON 

18.9 

Houston,  Hobby 

DENVER 

17.4 

Denver  International 

Source:  U.S.  Department  of  Transportation,  Airport  Activity  Statistics  of  Certified  Air  Camers. 

The  Bottom  10 

Rank 

Location 

1 Q1 

If k\  AMA7fM  Ml 

1  09 

nnrccA  Mini  Akin  ty 
UUtooA-MIULANU,  IA 

1  QO 

1  Al/T  PUADI  CC  1  A 
Umt  UHAKLto,  LA 

1  QA 

klHA/  DDI  TAKIC  1  A 
NtW  UnLLANo,  LA 

195 

FLINT,  Ml 

196 

BEAUMONT,  TX 

197 

HUNTINGTON,  WV 

198 

YOUNGSTOWN.OH 

199 

GARY,  IN 

200 

GALVESTON, TX 

W! 

^inneapolis-St.  Paul  50 


ME 


.'Gffeen  Bay  7  3 


Ml 


Appleton  66  i 


VT 


ds  65  A 


Milwaukee  143 
Madison  71 A         ■  Grand  Rapids  74 
*  Racine  174  A 
Rockford  180  ★         Kalamazoo  191  -*r 
Chicago  100  ♦ 
Moines  117   ★  Gary  199*  ★ 

Davenport  188    South  Bend  168  ■ 
IN 


★  Saginaw  178 

★  Flint  195 
•  Lansing  150 

A     ♦Detroit  92 

Ann  Arbor  62 
Toledo  166 


NY  NH 
★  Rochester  161*Utica  176 
★  Buffalol84  ^Syracuse^^j^ 

Erie  175  „  MA    •  Boston  35' 


Binghamton  147  I 


Cleveland  165 


Dutchess  County  70 

Bergen  164  >  L.' 


Peoria  171  ★ 


Springfield  181  ★ 

f41 

St.  Louis  141  ■ 
MO 


Indianapolis  61 


★ 

Fort  Wayne  158  ★  Youngstown  198 

Akron  lab  ★Cantonl62  pA  neaumg^x  .  ^ 
0H     Pittsburgh  113  ♦       ,  Allentown87  V^- 

A  Columbus  57         >  "'"Ma** 
j   ★Dayton  182  jonns,0wn  183 
Hamilton  78  A 

♦  Cincinnati  95 


^NewbwghlSa^ 


WV 


•field  63; 

iretteville  55 
T11261  AR 

31* 


Evansvide  167 

Clarksville90* 

/  j      Nashville  68  A 

TN 

♦  Memphis  114 

Huntsvillel261l 


Huntington  197  ★  t 
Louisville 83  ♦Lexington 81 
KY 


Baltimore  99  ♦ 
Washington,  D.  C.  24^ 
Charleston  144 

VA 

Roanoke  155 


Scranton  1491 

Newark  77  C  N>^- 

\A      ♦  -Nassau-Suffolk  93 

New  York  86 

Jersey  City  1031 
Middlesex  40 
Monmouth  72 
Trenton  76 
Philadelphia  122 
Atlantic  City  177 
Wilmington  631 
Lancaster  102 


^  a  Richmond 

Lynchburg  89 


I  Norfolk  137 


Johnson  City  187  ★ 

Greensboro  112  ♦ 
Hickory  151  ■  NC 


MS 


eport  185 

.  Jackson  105  ♦ 
.A 

36 


Birmingham  110^ 
AL 

Montgomery  130  I 


Knoxville  142  ■    Hickory  151  ■  fir  •Raleigh  13 

Asheville  109  ♦ 
♦  Chattanooga  115  •  Charlotte  30 

Greenville  106  ♦      Fayetteville  140  ■ 
SC 

♦  Columbia  96 

•  Myrtie  Beach  29 


Wilmington  36 


MOST  INTERNET  ACCESS 


Percentage  of  households  online 


Macon  135" 

GA 

♦  Columbus  91 


Atlanta  16  * 

Augusta  170 

A  Charleston  47 
■  Savannah  133' 


Mobile  160 
■ 

Rouge  107  ♦  Biloxil86*  „  '  ■ 
,     m  Pensacolal 

Laiayette  159    *New  Orleans  194 


Lakeland  1311 
Tampa-St.  Petersburg  17  • 
Sarasotd  37  • 

Fort  Myers' 
Naples 


Tallahassee  58  +  Jacksonville  94 


■  Daytona  Beach  121 

i  Orlando  28 
■  Melbourne  125 


/ 1 r h  another  metro  Because  of  a  data  quirk,  Boston 
only  New  England  metro  available. 


Dynamism  Rankings 
of  U.S.  Metros 


•  West  Palm  Beach  33 
A  Fort  Lauderdale  54 
■  Miami  1311 


• 

TOP  40 

▲ 

41-80 

♦ 

81-120 

■ 

121-160 

★ 

161-200 

SAN  JOSE,  CA 

65.7 

COLORADO  SPRINGS,  CO 

64.6 

OAKLAND,  CA 

57.9 

PORTLAND,  OR 

57.7 

MONMOUTH,  NJ 

56.6 

SAN  DIEGO,  CA 

56.3 

WASHINGTON,  D.C. 

54.0 

NEW  HAVEN,  CT 

53.4 

ORLANDO,  FL 

53.3 

COLUMBUS,  OH 

53.0 

DENVER,  CO 

52.8 

SAN  FRANCISCO,  CA 

52.4 

WEST  PALM  BEACH,  FL 

52.1 

SEATTLE,  WA 

50.7 

AUSTIN,  TX 

50.7 

UNITED  STATES 

40.7 

Represents  survey  results  from  August  2000. 
Source:  American  Electronics  Association. 
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RALEIGH-DURHAM 


14 


LAS  VEGAS 


15 


SEATTLE 


LAST  YEAR'S  RANK 

21 

JOB  GROWTH  1995-2000 

24% 

2000  POPULATION  1,105 

535 

BIGGEST  PRIVATE  EMPLOYERS 

Duke  University  and  Medical  Center  • 

IBM  •  Nortel  •  Wake  Medical  Center  • 

Food  Lion 

LAST  YEAR'S  RANK 


30 


JOB  GROWTH  1995-2000 


39% 


2000  POPULATION 


1,381,086 


BIGGEST  PRIVATE  EMPLOYERS 


MGM  Mirage  •  Park  Place  Entertainment  • 
Mandalay  Resort  Group  ■  Harrah's  Entertainment  ■ 
Las  Vegas  Sands  (Venetian) 


BIGGEST  PRIVATE  EMPLOYERS 


Boeing  •  Microsoft  •  Safeway  • 
Sisters  of  Providence  Health  System  • 
Group  Health  Cooperative 


Looking  Ahead 

Questions  of  the  moment  for  Ross  DeVol,  director  of  regional 
studies  at  the  Milken  Institute. 

How  can  you  say  Silicon  Valley  is  best  for  my  business  and  career 
right  now? 

It  remains  a  center  of  innovation  and  entrepreneurial  vigor  and 
has  an  ecosystem  that  is  unparalleled  in  turning  inventions  into 
successful  products  and  services.  Silicon  Valley  is  in  the  midst  of 
one  of  its  many  down  cycles.  During  these  slumps,  exhilaration 
regarding  its  future  turns  to  pessimism.  After  a  hiatus,  though,  the 
next  technology  wave  appears. 

This  could  be  the  first  investment-led  downturn  in  the  postwar 
period.  The  reevaluation  of  Valley-based  firms'  projected  earnings 
reduced  market  capitalization  by  more  than  $300  billion. 

These  external  forces  will  correct  themselves,  but  Silicon  Val- 
ley's greatest  challenge  may  be  overcoming  its  internal  problems 
such  as  the  highest  housing  prices  in  the  nation,  exorbitant  com- 
mercial rents  and  exhausting  commutes.  Valley  residents  have  to 
accept  living  in  greater  housing  densities  along  transportation  cor- 
ridors. There  will  be  cultural  resistance  to  these  changes,  but  much 
of  the  Valley's  leadership  understands  that  they  must  be  made. 
And  the  power  crisis?  Of  the  top  21  metros,  9  are  in  California. 
The  irony  of  today's  high-tech-powered  California  economy  is  that 
inadequate  supply  of  a  19th-century  technology,  electricity,  may  be 
one  of  its  most  intractable  problems.  California's  deregulation  was 
botched.  Metropolitan  areas  other  than  Los  Angeles  are  certain  to 
have  brownouts  and  rolling  blackouts  this  summer.  Many  server 
farms  will  need  to  power  up  backup  generators. 

California's  growth  will  be  shaved  by  0.25  to  0.5  percentage 
points  over  the  next  few  years.  Keep  in  mind,  however,  that  the 
state  is  an  efficient  user  of  electricity,  49th  in  per  capita  con- 
sumption. Its  major  export  industries  are  not  electricity  intensive. 
California  will  muddle  through.  Most  of  its  metros  will  slip  down  the 
rankings  next  year,  but  they  will  remain  among  the  upper  tier. 
Given  the  tech  investment  slowdown,  what  other  metros  are  most 
vulnerable? 


'll  'loTfSVT 


Hardware  heads  up:  DeVol  warns  about  technology's  soft  spots. 

Production  centers  with  a  heavy  concentration  of  information 
nology  hardware.  Raleigh-Durham  is  vulnerable  because  of 
puters,  as  are  Austin,  Sacramento  and  Boise,  which  also  a 
electronic  components.  Albuquerque,  Portland  and  Phoenix 
not  be  prepared  for  a  contraction  from  their  dependence  oi 
components  sector.  Dallas  will  slip  in  the  rankings  next  year,  e 
tesy  of  its  cluster  of  communication  equipment  and  telecon 
nications  firms.  Cedar  Rapids,  too,  due  to  telecom  equipment 
Middlesex-Somerset,  N.J.  and  Denver  due  to  services.  Lastly 
at  the  top  of  the  hit  list,  will  be  San  Francisco,  with  its  gre; 
concentration  of  failed  dot-coms. 

Which  places  might  move  up  or  stay  near  the  top  next  year? 

Metros  with  diverse  technology  bases  and  a  concentration  in 
vices  and  biotechnology.  Provo-Orem  should  withstand  the 
correction  with  minor  damage  because  of  its  software  se 
Washington,  D.C.,  which  just  rose  19  spots,  stays  well  positio 


Contributors:  Robert  Stanfl,  Charles  Brucaliere,  Nathan  Vardi,  Monte  Burke,  Josephine  Lee,  Janice  Pikey,  Kristine  Smith,  David  L 
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D  V  E'R  T  I  S  E  M  E  N  T  2 


Daniel  McCabe,  Vice  President  of  Human  Resources,  Financial  Solutions  Division,  NCf 


In  his  research  report,  "The  Brave  New 
World  of  Recruiting  and  Retention,"  Rus- 
sell Sullivan,  vice  president  of  Linkage,  Inc., 
in  Lexington,  Massachusetts,  lists  the  top 
10  reasons  employees  give  for  wanting  to 
stay  at  a  company.  Number  one  is  "career 
growth,  learning  and  development."  while 
No.  2  is  "exciting  work  and  challenge." 
Other  reasons  include  such  basics  as  great 
people,  a  good  boss  and  recognition.  Fair 
pay  and  benefits,  by  the  way,  is  reason  No. 
10,  and  those  new  workplace  incentives 
like  on-site  gyms  and  travel  discounts 
didn't  make  the  cut  at  all. 

According  to  the  American  Management 
Association,  employee  retention  is  a  sig- 
nificant issue  for  74%  of  companies  sur- 
veyed, yet  less  than  half  of  them  have  a 
formal  strategy  for  keeping  employees. 
Although  the  overall  job  market  is  loosen- 
ing, a  retention  program  is  more  important 
today  than  ever,  Sullivan  says.  During  cor- 
porate downsizing,  all  employees  become 
less  committed,  and  companies  that  want 
to  keep  their  best  performers  must  put  pro- 
grams in  place  to  do  so. 

The  cost  of  losing  a  valued  employee  is 
startling.  Sullivan  reports  that  estimates  of 


the  recruitment  and  retraining  costs  for 
replacing  a  worker  range  from  1 .5  to  three 
times  the  employee's  salary;  the  loss  of  a 
highly  skilled  technology  worker  can  cost  a 
company  millions  of  dollars  in  lost  research 
and  productivity.  Worse,  the  pool  of  eligible 
workers  is  shrinking;  by  201 5  the  U.S.  will 
have  1 5%  fewer  people  in  the  35-  to  45- 
year  age  range  than  we  have  today. 

McCabe  had  such  statistics  in  mind 
when  he  studied  his  own  employees'  sat- 
isfaction surveys  and  saw  an  "alarming  drop 
in  scores."  Employees  complained  about 
a  lack  of  career  development,  for  example, 
despite  the  fact  that  NCR  University  had 
won  awards  for  its  curriculum  of  thousands 
of  online  professional  development  cours- 
es. McCabe  had  managers  across  the 
globe  gather  employees  into  small  groups 
to  promote  this  resource  and  created  a 
document  that  identified  all  the  people  who 
then  enrolled  in  a  development  program. 

A  new  recognition  program  provided  an 
instant  reward  for  one-time  noteworthy 
service  —  $1 00  for  the  employee  to  take  a 
significant  other  out  for  dinner  —  while 
employees  that  exhibited  exceptional  lead- 
ership were  invited  to  a  four-day  Great 


Performers'  event  overseas.  "The^ 
treated  like  superstars,"  McCabe  s$ 

McCabe  went  back  to  newsier 
"tried  and  true  device  for  ke 
employees  informed,"  he  says,  bu- 
ered  them  electronically.  And  be 
employees  had  felt  estranged  fron 
management,  company  executives 
visible  participants  in  every  new  pre 
Within  a  year,  FSD  employee  satisf 
increased  by  15%  while  attrition  dr 
by  30%.  "If  we  hadn't  taken  emp 
retention  seriously,  we  could  have 
a  disaster,"  notes  McCabe. 

ViaSat,  a  14-year-old  satellite  con- 
cations  company  in  Carlsbad,  Ca lit 
wasn't  facing  a  calamity,  but  emp 
turnover  did  increase  last  year  aft' 
company  expanded  its  scope  from  gi 
ment  contract  work  into  commercial 
band  service  and  acquired  the  satellii 
sion  of  Scientific  Atlanta  in  Atlanta,  Ge 

"People  felt  uncomfortable  wit 
company's  new  focus  and  were  cone 
that  we  were  getting  too  large,'' 
Cathy  Akin,  the  company's  new  vice 
ident  of  Human  Resources.  Worse, 
time  employees  felt  that  the  come 
HR  department  was  more  of  an  ob 
than  their  advocate.  Last  fall,  ViaSat 
•Akin  to  turn  things  around. 

Her  first  step  was  to  reorganize  tl1 
person  HR  department  by  assignir 
business  partners  to  each  segment  i 
company.  These  partners  sit  in  on 
meetings  in  order  to  build  relationship 
anticipate  problems.  Because  engn 
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i   The  loss  of  a  highly  skilled  technology  worker  can  cost  a 
m   company  millions  of  dollars  in  lost  research  and  productivity. 


and  other  technical  workers  dislike  bureau- 
cracy, Akin  eliminated  as  much  paperwork 
as  possible.  And  because  employees  had 
a  misunderstanding  about  her  department, 
she  turned  to  Shannon  Hueter,  TMP's 
national  employee  communications  prod- 
uct manager,  for  help. 

Hueter  says,  "Many  of  the  corporations 
who  have  been  our  longtime  recruiting 
clients  have  asked  us  to  help  them  with 
retention.  On  a  philosophical  level,  we're 


helping  them  look  at  the  employment 
experience  as  holistic.  The  better  they  are 
at  conveying  the  total  employment  picture 
in  the  recruiting  process,  the  better 
matched  their  new  hires  will  be  to  their  cul- 
ture. If  people  know  where  their  company 
is  going,  and  how  they  relate  to  that  goal, 
they  will  be  more  productive  and  commit- 
ted employees." 

TMP  provides  hands-on  assistance  as 
well,  and  has  launched  consultant  practices 


that  emphasize  both  employer  bral 
and  internal  communication  initiative 
ViaSat,  Hueter  worked  with  Akin  to  c 
op  a  new  Human  Resources  identity! 
the  tag  line  "Committed  to  our  pa 
Focused  on  our  future,"  along  with  a  jj 
of  inviting  graphics  to  serve  as  logos  fi1 
functions.  "Feedback  has  been  gm 
says  Akin.  "People  now  see  our  de 
ment  as  an  employee-friendly  place.' 
Monster.com,  TMP's  massive  a 


Go  where  the  go-getters  go 


The  people  you're  looking  to  hire  could  be  looking  for  you  at  Hotlobs.com 


ONWARD.  UPWARD. 


Your  most  successful  hires  are  usually  the  most  talented  people, 
driven  to  succeed.  To  help  you  find  the  best  candidates,  we  offer 
new,  customizable  HotJobs  Desktop  Packages,  which  include: 

•  Custom-built  packages  —  You  can  choose  to  post  jobs,  search 
our  resume  database  or  both. 

•  Updateable  job  postings  —  Change,  edit  or  refresh  your 
postings  as  your  needs  change  at  no  additional  cost. 

•  Search  capabilities  —  Search  the  database  or  have  resumes 
of  qualified  candidates  eVnailed  directly  to  you. 

•  Easy-to-use  tools  —  Manage  the  whole  process  online. 

Best  of  all.  you  can  tailor  your  Desktop  Package  to  fit  your  recruiting 
timeframes,  job  volume  and  budget — so  you  save  money. 

Call  now  toll-free: 

1-866-6 HotJobs  (1-866-646-8562) 

Mention  code  P4-F  and  receive  a  FREE  demonstration 

of  the  member  side  of  Hotlobs.com 


He  doesn't  just  play  to  win. 
He  plans  to  win. 


et  a  man  who  knows  the  name  of  the  game:  Success.  Jaime  Solar,  from  NCR's  r\f\  \/^|  1/MfMA/ 
ile  office,  feels  he  has  attained  success  throughout  his  20  years' in  sales  and      \J\J     Iv/U  IxlivJVV 


assionate  About  Making  A  Difference." 

rketing  at  NCR.  So  what's  the  secret  to  Jaime's  success:  "Be  captivating.  I  get 
know  my  customers'  problems  and  work  hard  to  find  enticing  solutions."  That's 
at  being  'passionate  about  making  a  difference'  is  all  about.  NCR  has  always 
•h  about  solutions.  Innovations.  It's  just  this  sort  of  passion  for  making  a 
ference,  for  getting  things  right,  that  makes  us  different. ..that  gives  our 
ployees  the  right  moves.   


do  you  know 
do  you  know 

QE)ncr 


An  Equal  Opportunity  Employer  M/F/D/V 
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What  employees  still  want  most  is  that  their  companies  provide 
meaningful  work  and  recognize  them  when  they  do  it  well. 


recruiting  division,  has  also  developed 
retention  tools,  says  Timothy  Dittrich,  vice 
president  of  consumer  business  develop- 
ment in  Monster's  Maynard,  Massachusetts, 
headquarters.  "When  we  ask  candidates 
why  they  left  their  last  job,"  Dittrich  says, 
"they  usually  say  the  position  didn't  meet 
their  expectations."  To  bridge  the  gap 
between  expectations  and  reality  on  both 
sides  of  the  employment  equation,  Dittrich 
and  his  team  have  added  articles  and  other 
resources  to  the  employer  sector  of  Mon- 
ster.com,  urging  interviewers  to  map  out  a 
hypothetical  career  path  with  each  candi- 
date before  bringing  him  or  her  on  board. 

Sometimes  employees  know  just  what 
to  expect  and  decide  it's  not  for  them  after 
all.  TMP  client  UPS  operates  its  air  hub  in 
Louisville,  Kentucky,  and  needs  hundreds 
of  part-time  workers  to  unload  airplanes  and 
sort  packages  —  in  the  middle  of  the  night. 
Patrick  O'Leary,  workforce  planning  man- 
ager for  the  shipping  company's  Louisville 
facility,  says  the  college  students  he  recruit- 
ed for  these  jobs  would  usually  quit  after  a 


few  months.  "Students  told  us  it  was 
easier  to  work  in  the  mall  with  air  condi- 
tioning than  to  work  for  us, "  he  says.  Annual 
turnover  reached  an  astounding  90%. 

"  By  the  fall  of  1 997,  we  were  at  a  cross- 
roads," O'Leary  says.  "We  wanted  to 
expand  our  facility  but  were  afraid  we 
couldn't  staff  it.  We  met  with  state  and 
local  leaders,  and  together  we  created  the 
Metropolitan  College  program.  Now  our 
turnover  has  dropped  to  about  12%,  and  we 
have  1,550  committed  part-time  workers." 

Metropolitan  College  is  not  an  institution, 
but  a  consortium  of  three  schools:  the  Uni- 
versity of  Louisville,  Jefferson  Tech  and  Jef- 
ferson Junior  College.  Through  a  program 
shared  by  the  shipping  company  and  the 
state,  students  who  work  at  UPS  and 
attend  one  of  those  schools  get  1 00%  of 
their  tuition  covered.  UPS  provides  a  book 
stipend  of  $65  per  class  and  a  housing 
stipend  of  $1 ,240  a  year.  Students  may  also 
borrow  up  to  $2,000  a  year  from  the  com- 
pany; if  they  remain  at  their  respective  insti- 
tution for  all  four  years,  their  debt  is  forgiven. 


Issac  Comage,  an  honor  student 
University  of  Louisville,  says  the  Mel 
lege  program  has  relieved  the  stress 
previously  experienced  from  having 
for  school.  Co-worker  Syerria  Robert 
"It's  hard  working  until  3  a.m.  and  c 
up  for  class  the  next  morning,  but  I 
n't  be  in  school  without  this  program 

According  to  O'Leary,  the  Metro  C 
program  has  created  something  unu 
today's  fluid  workforce  —  employee 
ty.  In  fact,  more  participants  would 
stay  at  UPS  after  graduation  than 
possibly  hire. 

Sullivan's  study  uncovered  a 
trend,  reporting  that,  "Novel  fringe1 
fits  may  bring  an  organization  mo 
applicants  but  aren't  likely  to  inspire  \ 
loyalty  unless  those  workers  feel  a 
of  pride  in  their  work. " 

Back  in  London,  McCabe  says,  "Ei 
ee  retention  really  isn't  that  dil 
Employees  want  to  invest  in  them; 
and  need  opportunities  to  develop 
skills.  Their  rewards  for  doing  so  net 
be  monetary,  but  must  be  intrinsic  th 
out  an  organization.  Once  our  leader: 
the  Financial  Solutions  Division  01 
committed  to  the  process,  the  impat 
caded  down  from  the  executive  off i 
our  factory  floors  and  all  our  empl< 
were  re-engaged.  This  year,  I'm  ac 
looking  forward  to  the  results  c 
Employee  Satisfaction  Survey." 

For  further  information  about  TMP  Worldwide, 
check  out  its  Web  site  at  www.  tmp.com  Monsti 
address,  of  course,  is  www.monster.com  or 
call  toll  free  at  800-MONSTER  (666-7837). 


In  the  war  for  talent, 


you  must  come  to  the  playing  field  prepared.  Whether  you're  hiring  the  best  candidates  or  retaining  the 
best  talent,  there's  no  greater  ally  than  TMP  Worldwide.  No  single  company  puts  you  in  a  better  strategic 
position  than  the  leading  global  provider  of  human  capital  solutions.  From  intern  to  CEO,  no  one 
reaches  a  deeper  pool  of  talent,  with  networks  that  span  the  world  and  Web.  Our  arsenal  of  services  and 
tools  helps  more  and  more  companies  make  their  hiring  and  retention  moves  smarter.  That  keeps  them 
squarely  on  the  board.  And  their  competition  clearly  in  check. 


choose  your  allies  wisely 
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RETIREMENT 

INSURANCE 

MUTUAL  FUNDS 

TRUST  SERVICES 

TUITION  FINANCI 

Just  because  your  life  is  all  over  the  place, 
doesn't  mean  your  retirement  money  has  to  be. 

Call  TIAA-CREF  for  your  rollover  kit  today. 


Compare  your  daily  agenda  with  your  retirement 
investments  and  you  might  see  an  interesting 
similarity — it's  hard  to  keep  up  with  them. 

You  may  have  an  IRA  at  your  bank  or 
brokerage  firm... or  funds  in  a  former  employer's 
pension  plan.  And  if  you're  in  a  two-income 
household,  you  probably  have  even  more  retirement 
investments  to  track. 

That's  why  there's  no  better  time  than  right  now 
to  consolidate  all  your  retirement  assets  into  a  single 
Rollover  IRA  from  one  of  the  TIAA-CREF  companies. 
Consider  the  benefits— you  get  world-class  invest- 
ment management. .  .and,  because  our  expenses 
are  among  the  lowest  in  the  industry,  more  of  your  money  works 
for  you*  Plus,  you  get  a  single,  comprehensive  statement  of  all 
your  IRA  account  activity. 

What's  more,  setting  up  a  Rollover  IRA  is  easy.  Our  trained  IRA  specialists  help  you 
with  everything,  from  combining  your  retirement  assets,  to  choosing  your  investment 
mix,  to  tailoring  a  retirement  strategy  that  suits  ^£ 
your  goals. 

Call  1  800  842-1924  to  find  out  more.  It 
just  may  be  the  most  important  thing  on 
your  to-do  list  today. 


Ensuring  the  future  for 
those  who  shape  it. 


1  BOO  8  4  2  -  1  9  2  4   d  e  p  t :  N73 


www.tiaa-cref.org 


For  more  complete  information  on  our  securities  products,  call  1  800  842-1924  for  prospectuses.  Read  them  carefully  before  you  invest.  *TIAA-CREF's  expenses  an 
the  lowest  in  the  insurance  and  mutual  fund  industries  according  to  Standard  &  Poor's  Insurance  Rating  Analysis,  2000,  Upper  Analytical  Services,  Inc.,  Lipper-L 
Analytical  Data,  2000  (Quarterly).  •  TIAA-CREF  Individual  and  Institutional  Services,  Inc.  and  Teachers  Personal  Investors  Services,  Inc.  distribute  securities  products.  •' 
Insurance  and  Annuity  Association  (TIAA),  New  York,  NY  and  TIAA-CREF  Life  Insurance  Co.,  New  York,  NY  issue  insurance  and  annuities.  •  TIAA-CREF  Trust  Comp 
provides  trust  services.  •  Mutual  fund  IRAs  are  availatle  from  TIAA-CREF  Mutual  Funds,  and  traditional  variable  annuity  IRAs  are  available  from  TIAA  and  CREF.  •  InM 
products  are  not  FDIC  insured,  may  lose  value  and  are  not  bank  guaranteed.  ©  2001  Teachers  Insurance  and  Annuity  Association -College  Retirement  Equiti 
New  York,  NY  03/16 


BY  MELANIE  WELLS 


inwear  is  finally  hip.  Too  bad  London  Fog's 
age  is  all  wet. 


rHINK  OF  LONDON  FOG  AND 
you  are  likely  to  call  to  mind  a 
frumpy  uncle  who  trudged  to 
his  middle-management  job  in 
a  belted  trench  coat.  It  was 
ical — that  all-weather  coat  with  the 
ut  lining — but  far  from  fashionable, 
othing  frivolous  about  a  brand  that 
d  its  reputation  by  providing  water- 
ant  coats  to  the  U.S.  military  dur- 
/orld  War  II.  In  the  1950s  an  army 
fice  workers  donned  the  coats  to 
the  rain. 

ow  London  Fog  faces  a  new  battle. 
5  parent  company  emerges  from 
ter  1 1,  the  Seattle-based  outerwear 


BY  KELLY  BARRON 

maker  needs  to  create  an  updated  image 
for  its  trademark  product  at  a  time  when 
every  fashion  house  from  Ralph  Lauren 
to  Liz  Claiborne  is  cranking  out  sleek 
rain  gear.  Tough  challenge  for  a  no-frills 
apparel  company. 

Desperate  to  be  noticed,  London  Fog 
launched  an  ad  campaign  aimed  at  re- 
tailers that  featured  a  leggy  blonde  model 
in  pink  boots  and  a  raincoat.  The  ads 
made  waves — and  a  few  headlines — in 
2000,  but  they  ended  up  being  too  radi- 
cal for  the  company  and  were  scrapped. 
It's  one  thing  to  see  Kate  Moss  clad  in  lit- 
tle more  than  Burberry's  iconic  check 
pattern,  but  stuffy  London  Fog?  The 


Wing  and  a  prayer:  William  Dragon  Jr.  hopes 
London  Fog's  revamped  raincoats  take  off. 

company  agrees:  A  more  refined  ad  ef- 
fort features  a  man  in  a  bowler  hat. 

Compounding  the  overcoat's  image 
problem  are  the  troubles  at  the  parent 
company,  London  Fog  Industries,  which 
is  recovering  from  near-fatal  business 
blunders.  Successive  management  teams 
hobbled  the  privately  held  company 
with  massive  debt  and  losses  of  $300 
million  between  1994  and  1998.  There 
was  also  an  ill-fated  move  to  expand 
London  Fog  discount  outlets.  That 
scheme  alienated  department  stores 
and,  in  six  years,  sales  for  the  London 
Fog  division  plummeted  from  $157  mil- 
lion to  a  current  $40  million. 

For  London  Fog  Chief  Executive 
William  Dragon  Jr.,  the  key  has  been  cut- 
ting costs.  He  shuttered  108  oudets,  keep- 
ing only  34.  He  also  slashed  overhead, 
which  had  swelled  to  35%  of  the  com- 
pany's $296  million  revenue  in  fiscal 
1999,  the  year  Dragon  took  over.  In  an- 
other cost-saving  move  the  company, 
which  also  owns  outdoorsy  apparel  line 
Pacific  Trail,  is  now  sourcing  fabric  from 
Korea  instead  of  New  York  to  cut  the  cost 
of  making  coats  by  10%. 

Creditors  had  no  choice  but  to  con- 
vert much  of  the  company's  $253  mil- 
lion debt  into  equity.  In  April  London 
Fog  Industries  emerged  from  bank- 
ruptcy; excluding  one-time  reorganiza- 
tion charges,  it  will  earn  a  $7.2  million 
profit  on  $171  million  in  sales  for  fiscal 
2001,  thanks  to  a  long,  cold  U.S.  winter. 
Orders  for  London  Fog  coats  are  up  20% 
this  spring. 

Now  Dragon  must  turn  his  attention 
to  the  look  of  his  signature  product.  It's 
hard  to  discern  much  difference  between 
London  Fog's  trench  coats  today  and 
those  it  sold  during  its  1970s  heyday.  De- 
signers are  making  shoulders  softer  and 
lengths  more  varied.  Dragon  also  hopes 
to  go  up  against  higher-end  Burberry 
and  Calvin  Klein  with  dressier  coats  that 
will  retail  for  $350.  Even  if  these  over- 
priced coats  don't  sell  well,  they  will  lend 
prestige  to  the  rest  of  the  line.  But  it's  too 
early  to  tell  if  the  company  can  iron  out 
an  old,  wrinkled  image.  F 
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Gospel  Truth 

VeggieTales  are  a  hit  among  preschoolers— 
and  parents,  who  may  not  realize 
their  kids  are  eating  up  Bible  stories. 


BY  KEMP  POWERS 

■  N  LYLE  THE  KINDLY  VIKING,  A  BRISK- 
Bselling  37-minute  cartoon,  Lyle 

■  preaches  sharing  to  preschoolers.  But 
that's  not  his  only  lesson:  "Do  not  forget 
to  do  good  and  to  share  with  others,  for 
with  such  sacrifices  God  is  pleased." 

Lyle  is  no  ax-wielding  7th-century 
Dane.  He's  an  asparagus  stick,  one  of  sev- 
eral Bible-thumping  vegetables  who 
make  the  Christian  VeggieTales  tapes 
some  of  the  bestselling  children's  enter- 
tainment in  the  nation.  And  not  just  in 
religious  bookstores.  VeggieTales — led  by 
the  singing,  morality-spouting  sprouts 
Larry  the  Cucumber  and  Bob  the 


Tomato — frequently 
outsell  such  Disney 
hits  as  Lady  and  the 
Tramp  II  and  Fan- 
tasia 2000  in  stores 
like  Wal-Mart  and 
Target.  And  Big  Idea 
Productions,  the  I 
privately  held 
company  behind 
the  15-tape  series, 
has  grown  from  a 
tiny  mail-order  out- 
fit to  a  respectable 
player   in  children's 
home  entertainment,  with  2000 


revenue  of  $50  million.  How  Big 
pulls  it  off  is  a  lesson  in  perseveran 
and  in  sticking  to  a  message  even  th 
it's  unacceptable  to  some  people. 

Bob  and  Larry  were  created  in 
by    Philip    Vischer    and  Mu 
Nawrocki,  who  were  students  at  St. 
Bible  College  in  Minnesota.  They 
up  with  these  garden-variety  chars 
to  preach  biblical  values  absent 
children's  TV  programming.  "My 
can  watch  Nickelodeoi 
seven  days  a  week  and  i 
see  God,"  says  Vischer. 
It  took  them  until 
to    collect  $20C 
from  friends 
churchgoers  an 
up   their  < 
pany.  Their 
video,  W}, 
God  When 
S-Scared?,  was ; 
mail-order  item.  A  sec 
God  Wants  Me  to  Forgive  The 
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A  box  that  deliver 
paper  documents 
anywhere  overnigh 


Introducing  the  Canon  imageRUNNER  with  document  distribution  technology.  Noi 

send  paper  documents  anywhere,  in  any  form,  at  anytime,  right  over  your  network  or  the  internet.  Instant 
Simply  scan  a  document  into  the  imageRUNNER  5000,  and  you  can  send  it  to  any  desktop,  e-mail 
fax  machine,  database  or  file  server.  And  since  the  Canon  imageRUNNER  is  capable  of  integrating  directly 


*  Requires  additional  software  which  is  sold  separately.  Speak  to  your  authorized  Canon  dealer. 
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wed  in  October  1994.  That  year 
stian  bookstores  discovered  the 
os — which  cost  Big  Idea  $60,000 
to  create — and  helped  the  company 
50,000  units  by  late  1995. 
Vhen  sales  jumped  to  750,000  tapes 
lext  year,  Vischer  and  Nawrocki 
n  to  think  of  a  wider  audience. 
I  didn't  seem  to  have  a  prayer: 
istream  distributors  repeatedly 
:d  at  carrying  the  Christian  videos, 
y  said,  'We'll  take  them  if  you  take 
he  God  part,' "  recalls  Kris  Fuhr,  Big 
s  marketing  chief.  That  was  abhor- 
But  it  probably  helped  that  Big 
was  cranking  out  new  titles — like 
y-Boy  and  the  Fib  from  Outer- 
p — that  didn't  reference  God. 
uhr  takes  offense  at  the  notion  that 
dea  might  have  sold  out  to  reach  a 
;  market.  But  there's  no  disputing 
esults:  Lyric  Studios  signed  on  as 
ibutor  in  1998  and  got  VeggieTales 
Target,  Wal-Mart  and  Kmart.  Big 
sold  7  million  videos  that  year.  Re- 


tailers weren't  the  only  ones  swayed  by 
nonreligious  titles.  Harried  parents  snap 
up  VeggieTales,  thinking  they've 
found  a  way  to  get  kids  to  eat 
brussels  sprouts,  even  though 
TV  ads  tout  VeggieTales'  "Sun- 
day-morning values." 

But  Big  Idea  executives  aren't 
content  just  to  continue  peddling 
the  Gospel  through  home  enter- 
tainment. There  will  be  a  live, 
traveling  VeggieTales  show  early 
next  year,  produced  by  SFX  Enter- 
tainment (whose  The  Producers  is  a 
hit  musical  on  Broadway).  And  the 
company  will  face  its  biggest  challenge 
next  year,  when  it  pitches  its  God-loving 
vegetables  to  the  most  godless  place  on 
earth — Hollywood.  Big  Idea  is  at  work 
on  a  feature-length  flick,  called  Jonah:  A 
VeggieTales  Movie.  There's  nothing  like 
a  pious  raw  vegetable  to  give  a  whale  an 
Old  Testament-size  bellyache.  Still,  a 
Bible-based  flick,  even  with  snazzy 
music  and  terrific  animation,  isn't  an 


A  little  healthy  religion  with  your  Veggies? 
President  and  "top  tomato"  Phil  Vischer,  34. 

easy  sell — to  studios  or  the  general 
viewing  public.  Remember  Dream- 
Works' 1998  animated  disappointment, 
Tfie  Prince  of  Egypt7. 

Good  thing  Big  Idea  has  a  lot  of 
faith — and  no  shareholders.  "We  put  the 
needs  of  kids  first,"  says  Vischer.  F 


Or  a  box  that 
slivers  them  instantly 
over  the  internet? 


mail,  lanfax,  and  document  management  software,  you  can 
your  investment  in  these  systems*.  The  cost  and  hassle 
;ht  delivery  are  finally  over.  At  Canon,  we're  giving  people 
how  to  make  paper  documents  work  in  an  internetworld. 
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MAKING  CRIM 


BY  MARK  LACTER 

IT  HASN'T  BEEN  A  GREAT  WEEK  FOR 
the  cast  and  crew  of  NBC's  Law  & 
Order.  Under  orders  from  series  cre- 
ator and  executive  producer  Dick 
Wolf,  an  extra  six  episodes  of  the 
hour-long  drama  are  being  made  in  ad- 
vance of  a  looming  strike  by  actors  and 
writers.  That  requires  not  one  but  two 
shows  to  be  shot  over  an  eight-day 
stretch  and  leaves  Law  &  Order  execu- 
tive producer  Jeffrey  Hayes  struggling  to 
synchronize  production  schedules  be- 
tween the  courthouse  set  and  various 
New  York  locations.  "It's  been  awful,"  ad- 
mits Hayes,  pulling  out  two  scraps  of 
paper  that  contain,  in  15-minute  incre- 
ments, scenes,  actors  and  locations  for 
both  episodes.  "The  slightest  thing  goes 
wrong  and  it  screws  everything.'' 

Of  course,  very  little  goes  wrong  with 
Law  &  Order,  which  is  why  ratings  are 
up  7%  this  year  to  12.4  million  house- 
holds and  why  NBC  extended  the  show, 
already  in  its  1 1th  year,  through  at  least 
2005 — an  extraordinary  vote  of  confi- 
dence in  an  industry  in  which  renewals 
rarely  exceed  one  season.  Wolfs  success- 
ful sex  crimes  spinoff,  Special  Victims 
Unit,  is  secure  for  at  least  another  year, 


and  his  production  company  has  two 
more  shows — both  variations  on  the 
cops-and-robbers  theme — slated  for  NBC 
this  fall.  By  summer  Wolf  will  have  42 
hours  available  for  the  network. 

This  success  gives  him  a  degree  of 
bargaining  power  uncommon  in  TV  pro- 
duction. While  owners  of  the  most  pop- 
ular shows  can  extract  huge  ransoms  in 
bidding  wars  (Warner  Bros.,  for  exam- 
ple, held  up  NBC  for  $13  million  per 
episode  for  ER),  producers  are  usually  at 
the  mercy  of  cable  or  broadcast  net- 
works. Wolf  s  payout  only  begins  with 
NBC.  The  A&E  cable  channel,  which  has 
been  shelling  out  a  bargain-basement 
$155,000  per  episode  to  run  Law  & 
Order  reruns,  recendy  was  outbid  by  AOL 
Time  Warner's  TNT  cable  channel  in  a 
ten-year  deal  worth  up  to  $800,000  per 
episode  for  Wolf  s  distributor,  Studios 
USA,  a  unit  of  Barry  Diller's  USA  Net- 
works Inc.  Wolf  gets  a  share  of  that. 

Most  novel  is  an  arrangement  in 
which  the  USA  Network  airs  the  same  Spe- 
cial Victims  episode  ten  days  after  it's  run 
on  NBC.  The  network  reluctantiy  agreed 
to  the  dual  airing — fearing  viewership 
erosion — but  its  Special  Victims  ratings 
are  up  7%  this  year.  Now  other  producers 


are  arranging  "dual-window"  deals. 

A  former  advertising  man,  the 
year-old  Wolf  understands  the  im 
tance  of  brand  extension — and  of  r 
ing  a  winning  formula.  Between  net\ 
and  cable  reruns,  both  programs  ca 
seen  an  eye-straining  19  times  per  v 
"The  secret  is  not  doing  the  same  s 
twice,"  Wolf  says  over  lunch.  The  r 
he  produces,  the  more  his  name  get 
there:  "I  may  be  delusional,  but  1 1 
there's  an  appetite  for  what  the  bran< 

One  reason  Law  &  Order  wor 
that  it's  self-contained.  In  a  single  i 
hour  episode,  cops  solve  a  crime 
prosecutors  try  the  case.  Unlike, 
NYPD  Blue,  it  has  little  character  d< 
opment,  so  you're  hardly  in  the  da 
you  miss  an  episode.  Such  fast-food ' 
especially  suited  to  cable  because  e 
episode,  old  and  new,  looks  alike 
eluding  that  ka-ching  musical  effed 
'tween  scenes).  Because  action  usi 
trumps  character,  the  many  cast  cha 
over  the  years — sometimes  a  death  1 
for  a  long-running  series — have,  if : 
thing,  kept  the  series  fresh. 

The  formula  is  a  money-print* 
current  episode  of  Law  &  Order  costs 
million  to  produce,  a  38%  increase  f 
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the  show's  debut — nearly  all  of  that  to- 
ward routine  salary'  increases  for  its  stars, 
producers  and  union  crew.  The  license  fee 
NBC  pays  to  produce  the  show  has  more 
than  tripled,  to  $3.1  million  an  episode. 
That  leaves  Wolf  Films  and  Studios  USA  in 
the  enviable,  and  unusual,  position  of 
making  money  even  before  cable  and  in- 
ternational revenue.  The  whole  shooting 
match  adds  up  to  nearly  $1  billion  in  rev- 
enues since  the  flagship  show  premiered. 
"First  and  foremost  it  should  be  a  busi- 
ness," says  Wolf.  "We're  not  artists.  We're 
glorified  creative  factory  foremen  who 
turn  out  a  product  that  is  a  life-support 
system  for  commercials." 

That  means  never  paying  higher  than 
scale  for  guest  stars  ($5,000  per  show — 
yes,  that  includes  Julia  Roberts)  or  writers 


( $28,000  per  script).  It  also  means  an  un- 
usually efficient  production  schedule  for  a 
show  shot  on  the  streets  of  New  York, 
where  costs  can  leap  out  of  control.  As 
part  of  the  push  to  crank  out  extra 
episodes,  Hayes  settled  on  a  four-block 
area  on  the  Upper  West  Side  where,  on  a 
single  day,  he  shot  six  scenes  of  a  syna- 
gogue, social  club,  garage  and  two  apart- 
ments without  moving  any  equipment 
trucks.  Another  money  saver:  buying  cars, 
trucks,  phones  and  other  equipment  that 
can  be  amortized  over  two  or  three  years. 
Normally  producers  lease  that  stuff,  since 
they  never  know  if  their  show  will  get 
canned  two  weeks  into  the  season. 

It  took  a  while  to  get  it  right.  After 
Law  &  Order's  third  season,  when  rat- 
ings were  just  okay,  studio  bosses  warned 


Wolf  that  he  had  to  cut  his  budg 
$50,000  an  episode — or  move  pre 
tion  from  New  York.  He  appealed  ta 
union  officials,  who  relaxed  work  t 
Even  now,  Wolf,  who  made  his 
in  the  1980s  writing  for  Miami  Vic 
Hill  Street  Blues,  knows  that  TV  can 
humbling  business.  He  fumes 
NBC's  cancelation  last  fall  of  Deo* 
which  chronicled  a  brooding  newsj 
columnist  played  by  Oliver  1 
There've  been  other  bombs:  Feds, 
ers,  Nasty  Boys  and  The  Wright  Ve 
all  shriveled.  The  difference  is  that 
of  those  shows  relied  on  the  win 
Law  &  Order  format.  When  it  con 
extending  the  brand,  Wolf  could  t 
page  from  Coca-Cola:  Never  stra 
far  from  a  successful  formula. 


ICE 

CREAM 
WARS 

Dreyer's  has  conquered 
America's  supermarket 
freezers  with  a  killer  system 
of  distribution.  Now  it's  going 
after  every  corner  store. 

BY  ROB  WHERRY 

MARTIN  KELLY'S  JOB  IS  A  WAR  OF 
inches.  On  a  recent  April  morn- 
ing Kelly,  a  general  manager  for 
Dreyer's  Grand  Ice  Cream,  is  checking 
on  clients  in  Astoria,  a  largely  Greek 
neighborhood  in  Queens,  N.Y.  with  a 
recent  Islamic  and  Hispanic  admLxture. 
Entering  King's  Deli,  Kelly  points 
through  the  glass  of  a  freezer  next  to 
the  checkout.  It's  packed  with  the 
enemy's  weapons — cartons  of  Haagen- 
Dazs  and  Breyers. 

Of  King's  three  ice  cream  freezers, 
two  hold  products  that  Kelly's  em- 
ployer distributes — its  own  Dreamery 
brand  and  Ben  &  Jerry's,  which  it 


Going  head-to-head  with  independent  distributors:  Ric  Cronk  and  Gary  Rogers  of  Dreyei 
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wholesales — and  they're  off  to  the  side, 
far  enough  away  from  the  cash  register 
to  put  a  chill  on  impulse  buying.  This 
won't  do.  Kelly  convinces  the  Middle 
Eastern  manager  behind  the  counter  to 
accept  a  free  $2,000  freezer — a  waist- 
high,  8-foot-long  model  with  sliding 
windows.  It  will  have  attractive  lighting 
and  ads  along  the  side.  And  in  order  to 
make  room  for  the  new  equipment,  the 
manager  agrees  to  slide  the  competi- 
tion's freezer  5  feet  away — tantamount 
to  lost  sales.  "If  someone  moved  my 
freezer  like  that,  it  would  be  an  act  of 
war,"  says  Kelly. 

It's  a  bitter  contest,  scooping  out  a 
larger  share  of  the  $13.2-billion-a-year 
market  for  ice  cream.  Kelly  and  his  33- 
truck  force  are  on  the  front  lines  of  a 
new  wave  of  expansion  for  Oakland, 
Calif.-based  Dreyer's:  trying  to  capture 
not  just  a  wholesaler's  margin 
(FORBES,  Aug.  14,  1995)  but  the  manu- 
facturer's as  well.  Part  of  that  strategy 
is  to  control  freezers  in  as  many  of  the 
nation's  200,000  or  so  small  food  out- 
lets across  the  country  as  it  can — 
Chevron  gas  stations,  7-Elevens,  Wal- 
Marts,  corner  bodegas.  Along  with 
restaurants  and  cafeterias,  that's  where 
Americans  spend  nearly  $7  billion  an- 
nually on  ice  cream. 

Winning  small  accounts  is  the  mar- 
keting equivalent  of  house-to-house 
combat.  "A  lot  of  stores  are  cash- 
only  accounts,  and  people  fight 
over  who  owns  the  freezer,"  says 
T.  Gary  Rogers,  58,  Dreyer's  chief 
executive. 

And  competition  is  fierce,  if 
oddly  cozy.  Dreyer's  distributes  Ben  & 
Jerry's  nationwide,  but  not  Breyers, 
though  both  are  units  of  the  huge 
Anglo-Dutch  food  and  consumer 
goods  company,  Unilever.  Dreyer's  is 
publicly  traded  and  is  21.7%  owned 
by  Swiss  food  giant  Nestle,  which 
makes  Dole  frozen  novelties  and  has  a 
50%  stake  in  a  joint  venture  to  dis- 
tribute Haagen-Dazs  in  the  U.S.  < 
(Pillsbury  owns  the  rest  of  the  ven-  i 
ture).  In  ice  cream  manufacturing, 
Dreyer's  is  out  in  front,  with  an  18% 
U.S.  market  share  versus  15%  for  Brey- 
ers, the  closest  competitor.  With  12.3% 
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sales  growth,  Dreyer's  is  increasing  its 
lead  over  its  competitors. 

The  Dreyer's  advantage  is  a  killer 
distribution  system.  Seven  years  ago 
Rogers  and  William  (Ric)  Cronk,  presi- 
dent and  an  old  college  buddy,  invested 
$150  million  in  a  new  fleet,  manufactur- 
ing centers,  additional  employees  and, 
most  critically,  a  computerized  form  of 
delivery  that  allows  supermarkets  to 
produce  paperless  orders  with  handheld 
computers.  The  software  also  enables 
dispatchers  to  design  routes  based  not 
only  on  volume  and  mileage,  but  on 
traffic  patterns,  road  tolls  and  a  store's 
hours  of  operations.  Since  introducing 
the  system  and  going  nationwide, 
Dreyer's  has  increased  its  account  base 
33%  to  60,000;  its  1,100  trucks  now 
make  10  to  12  stops  a  day,  up  from  8. 
Since  1999  the  system  cut  42,000  unnec- 
essary stops  from  Dreyer's  routes.  An 
$11  million  saving — in  gas  and  man- 


By  the  Numbers 


The  Poop  on  Scoop 

Americans  love  their  ice  cream.  Forget 
low-fat.  We  want  superpremium  with 
80%  more  butterfat  than  plain  vanilla. 

40% 

The  market  share  of 
private-label  and  regional 
ice  cream  brands. 

2,300 

The  number  of  Dreyer's  employees 
(53%  of  the  total)  who  have  a  hand 
in  distribution. 

12.8  years 

The  average  length  of  service 
a  Dreyer's  executi  " 


$1.93 


The  recent  price  for  a  pound 
butter— which  dictates  cream  prices. 

The  panic  over  foot  and  mouth 
disease  has  helped  cause  butter 
prices  to  nearly  double  in  a  yj 


Sources:  Dreyer's;  . 
Robinson-Humphrey. 


hours,  as  well  as  merging  less  pro 
accounts — helped  boost  net  in 
150%  over  1999  to  $25  million  o 
enue  of  $1.2  billion. 

The  system  is  so  efficient  that 
have  signed  on.  One-third  of  cor 
revenues  comes  from  brands  like 
gen-Dazs,  Ben  &  Jerry's  and  othe; 
Dreyer's  merely  wholesales.  (fl 
everyone  credits  the  Dreyer's  dis 
tion  system  for  taking  Ben  &  Jern 
tional.)  It  also  has  manufacturin 
delivery  deals  with  Godiva,  Star 
and  M&M  Mars — part  of  the  two- 
of  revenues  it  gets  from  the  ice  cr 
frozen  yogurts  and  sherbets  t 
manufactures. 

The  Dreyer's  system  works 
with  supermarkets — particularly 
they  lifted  restrictions  on  de. 
times.  But  Dreyer's  wants  to  do 
business  with  smaller  customers, 
now  represent  about  30%  of  the 
pany's  accounts.  A  typical  7-Eleve 
example,  can  do  $20,000  a  year 
cream  sales  and  would  probabl) 
come  Dreyer's  or  anybody  else  ; 
sole  distributor  for  all  brands  ■ 
cream.  And  headquarters  might  a 
ciate  a  single  invoice  for  all  the  sto 
a  chain.  Or  how  about  the  latest  p 
less  system  that's  now  being  test 
supermarkets?  Scanning  ice  c 
purchases  gives  Dreyer's  acce 
cash-register  data  for  a  given 
|  allowing  the  company  to  fill  c 
I  according  to  what  sells.  The  S] 
frees  up  inventory  space  and 
for  the  retailer. 

Much  tougher  to  pull  off ; 
corner  store.  Few  have  the  elect 
capability  to  capitalize  on  systen 
ciencies.  There  are  problems  b 
,  ing  in  as  well,  ranging  from 
guage  barriers  and  the  w< 
decades-old  relationships  wit 
dependent  distributors  to  restric 
on  the  hours  of  delivery  (you 
drive  a  truck  through  most  res 
tial  neighborhoods  at  night) 
freezers  in  bodegas  tend  to  be  ( 
ganized;  cigarette  ads  dominal 
checkout  areas. 

But,  oh,  for  a  piece  of  the  actio 
we  could  get  20%  of  the  ice  c 


We  applied  for  numerous  patents  on  it.  Fortunately, 
you  don't  have  to  wait  for  government  approval  to  enjoy  it. 
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that's  sold  in  this  chan- 
nel— just  20% — that's 
worth  about  $800  million 
in  sales,"  says  Rogers. 
That's  where  Kelly  comes 
in.  As  he  drives  his  black 
GMC  Jimmy  down  the 
streets  of  Brooklyn,  he  points  to  possi- 
ble accounts  on  every  block.  To  grab 
that  business,  Kelly  and  other  Dreyer's 
managers  have  hired  145  additional 
salespeople  nationwide. 

Drivers  to  the  neighborhood  stores 
rely  on  trucks  with  side  cooler  compart- 
ments that  can  hold  a  total  $15,000 
worth  of  ice  cream  as  well  as  other 
frozen  treats.  They  make  triple  the  num- 
ber of  stops  as  supermarket  trucks, 
about  35  a  day.  Drivers  are  given  some 
latitude  in  giving  the  brand  a  toehold — 
whether  it's  installing  promotional  dis- 
plays or,  at  establishments  like  King's 
Deli,  bringing  in  a  new  freezer.  "We 
don't  want  to  be  near  the  counter,"  says 
Kelly.  "We  want  to  be  the  counter." 

The  trucks  have  hit  some  bumps  on 
the  road.  Ben  &  Jerry's,  shopping  itself 
around,  announced  in  1998  that  it 
would  let  its  exclusive  distribution 
agreement  with  Dreyer's  run  out  for 
fear  that  it  would  deter  potential  suit- 
ors. (Ben  &  Jerry's,  however,  claims  it 
was  just  looking  for  a  better  distribu- 
tion deal.)  That  year  Dreyer's  took  a 
$59  million  charge  and  lost  $47  million 
on  revenues  of  $1  billion. 

But  getting  fired  by  Ben  &  Jerry's  had 
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WHILE  DREYER'S  TAKES  CAR 
OF  ITS  FRONT  LINES,  ITSHOL 
PROBABLY  WATCH  ITS  BACK. 


the  benefit  of  releasing  Dreyer's  fr 
noncompete  clause  that  kept  its 
brands  out  of  the  superpremium 
gory — the  fastest-growing  end  of  tl 
cream  business,  with  sales  increasi 
7%  annually.  The  day  the  contrac 
pired,  Dreyer's  came  out  with  18  ne 
vors;  by  the  end  of  1999  the  lin< 
being  sold  in  70%  of  the  countn 
cently  Ben  &  Jerry's  returned  to  th 
tribution  fold — it  had  little  choice.  1 
helped  the  Dreyer's  stock  recover  ft 
low  of  $9  in  1998  to  a  recent  $26. 

While  Dreyer's  takes  care  of  its 
lines,  it  should  probably  watch  its 
too.  GE  Capital  Corp.  (which  owns  i 
to  16.9%  of  the  stock)  is  looking  foi 
turn  on  its  investment.  Perhaps 
could  come  from  Nestle,  which 
stand-still  agreement  until  2004  anc 
rendy  participates  in  Ice  Cream  Par 
a  distribution  alliance  with  Pillsbur 
Dreyer's  has  the  best  delivery  sy 
going  and  is  furthest  along  in  rea] 
the  paperless  transaction.  Hmm:  ( 
bine  one  of  the  great  food  comp 
with  a  world-class  distributor?  « 
companies,"  smiles  Rogers,  "don 
sold."  Nope.  Sometimes  they  jus 
gobbled  up. 


REACH  TOP 
EXECUTIVES 


DURING  MISSION  CRITICAL 
BUSINESS  HOURS 


E  HOME  PAGE  FOR  THE  WORLD'S  BUSINESS  LEADERS 


Today's  business  leaders  devote  an  increasing 
portion  of  their  business  day  searching  the  web 
to  help  them  make  better  business  decisions.  In 
fact,  top  managers  use  the  web  at  twice  the  rate 
of  the  general  online  population.* 

But  the  immensity  of  the  Web  creates  the  need  for 
an  editorial  voice  they  know  and  trust. 

That's  why  business  leaders  log  on  to  Forbes.com. 
They  know  and  trust  Forbes.com  to  provide  the 
uncompromising  insight,  concise  analysis  and  pointed 
perspective  they  need  to  succeed. 

No  wonder  Media  Metrix  named  Forbes.com  one 
of  the  fastest  growing  business  information  sites 
on  the  web.** 


Align  your  brand  message  with  the  information 
resource  today's  business  leaders  know  and  trust. 

Contact  Chris  Clark,  V.P.  Sales,  Forbes.com,  today. 
Tel:  212-366-8889.  Email:  cclark@forbes.net 
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■  rS  NOT  QUITE  THE  PROLONGED 
m  march  of  clinical  trials  for  new  drugs — 

■  or  the  punishing  road  and  crash  tests 
of  new  cars.  But  the  approval  process  at 
LeapFrog  Enterprises,  the  Emeryville, 
Calif,  maker  of  educational  toys,  comes 
close.  The  company  routinely  spends  1 8 
months  and  $250,000  to  develop  a  new 
product,  pushing  it  through  a 
battery  of  experts  and  skeptics. 
Only  the  heartiest  ideas — one  in 
ten — make  it  to  the  retailers' 
shelves. 

The  process  begins  with  a 
conversational  free-for-all  among 
a  select  30  of  LeapFrog's  250  em- 
ployees. Next,  founder  and  Pres- 
ident Michael  Wood  and  his  vice 
president  of  product  develop- 
ment, Fisher-Price  veteran  Eric 
Shuler,  run  the  concepts  by 
an  educational  advisory  board — 
mostly  professors  of  education 
and  childhood  development — 
which  sometimes  puts  the  kibosh 
on  ideas.  For  those  that  survive, 
Shuler  makes  sketches  and 
presents  them  to  24  mothers  in 
eight  different  groups.  "This  is 
where  we  learn  the  most,"  says 
Wood.  "No  one  has  better  insight 
into  what  a  child  likes  to  play 
with."  The  moms  kill  nearly  50% 
of  the  toys  at  the  sketch  stage, 
says  Wood. 

Then  it's  on  to  U.S.  buyers — 
including  Toys  "R"  Us,  Wal- 
Mart,  Kmart,  Target  and  FAO 
Schwarz — who  provide  input  on 
functionality,  color,  packaging 
and  pricing.  Shuler  and  his  team 
incorporate  appropriate  sugges- 
tions and  send  the  product  back 
to  the  educational  advisory 
board.  Next,  prototype  produc- 
tion begins,  and  each  model  is  run 
through  a  safety  check.  Another  24 
mothers  weigh  in.  Finally,  anywhere  from 
8  to  30  kids  within  the  targeted  age  group 
play  with  the  toy.  Wood  &  Co.  are  right 
there  watching  and  running  through  a 
mental  checklist:  "Is  it  intuitive  enough? 
Funny  enough?  Too  boring?  Too  frus- 
trating?" Afterward  LeapFrog's  quality 


and  safety  control  unit  gives  a  toy  the 
twice-over.  If  it  needs  more  fine-tuning, 
Shuler's  team  makes  adjustments. 

Founded  six  years  ago,  LeapFrog  grew 
out  of  Wood's  effort  to  help  his  3-year- 
old  son,  Matthew,  with  letter  recognition. 
While  Matt  had  memorized  the  alphabet 
and  could  identify  each  letter,  he  couldn't 

ANYTHING  BUT 
CHILD'S  PLAY 

Michael  Wood's  LeapFrog  Enterprises 
has  turned  the  toy  business  into  a  rigorous 
exercise  in  product  development. 

BY  MARY  ELLEN  EGAN 


Steps  to  learning— and 
fun:  LeapFrog's  Wood. 


grasp  the  phonetic  component.  Scouring 
stores  for  a  useful  toy,  the  father  became 
as  frustrated  as  his  son.  "The  toys  were 
either  too  advanced  or  so  boring  that  I 
knew  Matt  wouldn't  play  with  them,"  he 
recalls.  A  survey  of  friends,  family  and 
clients — Wood  was  a  corporate  lawyer 
then — convinced  him  Matt's  learning 
hurdle  wasn't  that  unusual. 


The  idea  for  Wood's  first  pro 
was  spurred  by  a  client  who  was  v\ 
ing  on  a  talking  greeting  card 
chips  developed  by  Texas  Instrumi 
"The  technology  would  allow  nj 
create  letters  that  could  talk  and  sai 
sounds  they  make,"  says  Woo 
prototype  of  the  Phonics  Desk 
ready  in  spring  1994.  Wooc 
proached  then-Stanford  Un 
sity  Graduate  School  of  Ed 
tion  professor  Robert  Calfe 
expert  on  children's  readinj 
velopment,  who  agreed  to  le 
hand   as   an  adviser. 
$800,000  from  clients,  relai 
and  friends,  LeapFrog  wa 
and  hopping. 

Since  then  the  Phonics  1 
has  been  updated  to  inclu 
writing  tutorial;  1.5  million  i 
have  been  sold  at  $30 — or 
more  than  70  toys  in  six 
guages  (including  Greek 
Chinese).  There  have  been  1 
like  My  Little  Compose 
podium  with  movable  notes 
let  kids  compose  their 
music.  "That  was  my  fai 
laughs  Wood.  "It  was  my 
and  I  really  pushed  for  it,  de: 
advice  to  the  contrary."  Sale 
flat  at  30,000  units,  genera 
revenue   $100,000  short 
development  costs. 

Most  toys  have  fared  be 
Over  the  last  five  years  LeapFi 
revenues  have  grown  at  a  1 
annual  clip  to  $170  millio 
2000,  when  it  earned  $24  mi 
pretax.  Wood  expects  that  grc 
to  continue,  thanks  to  new  p 
ucts  like  the  $40  Turbo  Twis 
ries  (think  Bop-It  appliec 
math  and  spelling)  and  iQue 
$90  handheld  device  that  lets  kids  do 
load  textbook  content,  among  o 
things,  to  study  for  tests  by  connec 
to  the  company's  downloading  platfc 
Mind  Station.  That  downloading 
comes  with  a  price  tag — after  three 
months,  it's  $30  a  year  to  join  the  1 
club  Quantum  Leap.  A  nice  twist  oi 
old  business. 
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Uthern  California's  Location  for  Innovation 

arbara  Shackelton 


e  Inland  Empire's  innovations  are  being  discovered, 
■ge  and  small  companies  are  finding  that  this  region  is  convenient 
ajor  markets,  yet  offers  the  novelty  of  affordable  land  and  plenti- 
ibor.  Businesses  can  operate  at  a  lower  cost,  yet  the  pro-business 
jde  is  diverse  and  modern.  Also  of  note,  the  Inland  Empire  sports 
sher,  higher  quality  of  life  than  the  rest  of  Southern  California. 


id  to  World  Markets 
:ated  just  inland  of  the  coastal  coun- 
>f  Los  Angeles,  Orange  and  San 
i  the  Inland  Empire  is  made  up  of 
ide  and  San  Bernardino  counties  and 
stern  portion  of  L.A.  County.  An  hour 
downtown  L.A.,  the  area  sits  along 
developed  transportation  corridors 
ear  San  Bernardino,  1-10  through  the 
ig  Pass  and  Route  60  to  the  west), 
e  rail  and  trucking  routes  link  the 
i  to  the  markets  of  L.A.,  San  Diego, 
)uthwestern  states  and  the  entire 
iasy  access  to  four  international  air- 
and  the  L.A.  and  Long  Beach  ports 
i  busiest  in  America  and  the  third- 
st  in  the  world  by  tonnage  and 


number  of  containers  hauled  —  opens  the 
way  to  markets  in  Mexico,  Europe,  Latin 
America  and  Asia. 

San  Bernardino's  Burlington  Northern- 
Santa  Fe  intermodal  transfer  facility,  the 
newest  in  the  U.S.,  is  on  pace  to  handle 


THE  INLAND  EMPIRE 
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440,000  containers  in  2001.  With  the 
UPSP  major  switching  yard  in  Colton- 
Bloomington,  these  facilities  afford  rapid 
access  to  local  freeways  —  saving  ship- 
pers as  much  as  a  day  in  shipping  time 
compared  with  their  competitors  in  the 
rest  of  Southern  California.  Cross-docking 
hubs  of  major  trucking  firms  help  move 
goods  more  swiftly  than  in  other  areas  and 
are  augmented  by  full-container  shippers 
(JB  Hunt,  Swift  Transportation),  LTL  lines 
(Consolidated  Freight,  Old  Dominion 
Freight,  Roadway  Express,  Yellow  Freight 
Systems,  ABF  Freight  Systems,  Watson 
Freight  Lines)  and  courier-services  com- 
panies (UPS,  Federal  Express). 

Another  logistics  advantage  is  direct 
access  to  Ontario  International  Airport 
(ONT).  Last  year,  ONT  moved  more  than 
500,000  tons  of  air  cargo.  To  meet 
increased  demand  created  as  more  manu- 
facturers move  here,  three  converted  mili- 
tary bases  are  being  developed  in  Moreno 
Valley,  San  Bernardino  and  Victorville. 
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Bradley  J.  Hudson 
Executive  Director,  Riverside  County 
Economic  Development  Agency 


Riverside  County 

Riverside  County,  one  of  the  fastest-grow- 
ing counties  in  California,  is  located  contigu- 
ous to  Los  Angeles,  Orange  and  San  Diego 
counties.  Riverside  County  offers  a  high  qual- 
ity of  life  along  with  a  pro-business  environ- 
ment. With  distinguished  cities  including 
Palm  Springs,  Temecula,  Corona  and  historic 
Riverside,  Riverside  County  is  an  excellent 
destination  for  business  or  pleasure. 

The  "Golf  Capital  of  America,"  Riverside 
County  offers  outstanding  community  amenities 
along  with  tremendous  opportunities  for  busi- 
ness relocation  or  expansion.  A  39-acre  Uni- 
versity Research  Park  has  been  developed  to 
enhance  the  business  development  and  com- 
petitiveness of  technology-based  companies. 
Many  business  incentives  and  programs  are 
available  to  ease  the  move  or  expansion  in 
Riverside  County. 

Our  1.6  million  residents  provide  a  highly 
trained  and  educated  workforce,  while  many 
colleges  and  universities  serve  every  personal 
or  business  need. 

If  you're  thinking  about  business  relocation 
or  expansion,  join  Ingram  Micro,  Zevo  Golf, 
Nestle  and  thousands  of  other  businesses  in 
Riverside  County. 

THINK  RIVERSIDE  COUNTY 
24-hour  hot  line  1-800-984-1000 


ECONOMIC 
DEVELOPMENT 
AGENCY 


IS 


To  accommodate  four  weekly  direct  flights  to  China,  UPS  is 
increasing  its  500,000-sq.-ft.  ONT  facility  by  175,000  sq.  ft. 


Land  and  Labor 

Besides  offering  the  best  transportation 
advantages  in  Southern  California,  this  is 
also  the  last  region  in  Southern  California 
that  still  has  an  abundance  of  land:  more 
than  220  million  sq.  ft.  of  industrial  space. 
In  2000,  17.5  million  sq.  ft.  of  space  was 
under  construction  in  the  Inland  Empire  — 
55%  of  the  total  land  developed  in  South- 
ern California.  But  unlike  the  high  cost  of 
doing  business  in  the  other  counties,  indus- 
trial space  here  costs  much  less:  $0.33  per 
sq.  ft.  compared  with  up  to  $0.55  per  sq. 
ft.  in  San  Diego  County,  up  to  $0.52  per  sq. 
ft.  in  L.A.  County  and  up  to  $0.68  per  sq.  ft. 
in  Orange  County.  Office  space  lease  rates 
are  also  a  bargain,  averaging  $1 .58  per  sq. 
ft.  per  month  —  lower  than  all  but  two 
Southern  California  regions. 

A  high-speed  Internet  access  infrastruc- 
ture is  developing  to  support  the  region's 
communications  needs.  Most  office  com- 
plexes and  industrial  parks  are  served  by 
high-speed  broadband  lines  (access  to  T1 
or  high-speed  DSL  capability);  other  areas 


are  served  by  "line  ol 
wireless  communic 
Since  1990,  this 
has  developed  2~\ 
new  jobs  —  40%  of 
new  jobs  created  i 
fornia.  Today,  the 
Empire  supports 
than  1  million  job: 
the  employment 
grows  at  an  annu< 
above  5%  —  the  f 
growth  rate  in  Southe 
ifornia  and  one  of  the  fastest  in  the  r 
Supporting  this  highly  skilled,  edi. 
workforce  are  27  colleges  and  unive 
Among  these  are  the  renowned 
Linda  University  Medical  School;  th 
versity  of  Redlands;  the  West's  I 
undergraduate  engineering  school  C 
Pomona;  the  nation's  top  engine 
school  Harvey  Mudd  College;  Univei 
California,  Riverside,  which  has  Am 
largest  number  of  new  Fellows  elec 
the  American  Association  for  the  Ad' 
ment  of  Science  in  each  of  the  pa 
years;  La  Sierra  University;  Cal  Sta* 
Bernardino,  the  fastest-growing  cam 
the  state  university  system;  Keck  Gr< 
Institute,  the  only  graduate-level  £ 
training  biotech  executives;  and  the  $ 
lion  UCR  Heckmann  Center,  under  coi 
tion  in  Palm  Desert,  which  will  offer  "d 
in  innovation  hardly  imagined  today." 

High  Tech  Is  Burgeoning 

More  than  3,000  high-tech  fir 
including  those  relying  heavily  on 


FIRMS  ACQUIRING  SPACE  FOR  EXPANSION  IN  2000 


Sector 

New  Firms 

New  Sq.  Ft. 

New  Wo 

Manufacturing 

74 

6,134,000 

5,50 

Distribution 

51 

10,780,000 

5,70 

Service 

11 

532,800 

1,30 

Government 

2 

140,000 

26' 

Totals 

138 

17,586,800 

12,76' 

www.rivcoeda.org 
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eds  of  feature  films  (like  Academy 
ard  winner  Erin  Brockovich),  TV 
commercials  and  music  videos  are 
d  in  the  Inland  Empire  every  year. 

irocesses  —  are  located  in  the 
Empire,  not  only  because  work- 
ve  sound  training  and  bases  of 
cal  knowledge,  but  also  because 
and  Empire  is  employing  several 
loves  to  attract  them: 
ichnology  Training.  Employer 
jtreach  programs  identify  unmet 
aining  needs;  and  to  meet  them, 
ie  area's  10  community  colleges 
ain  workers  to  industry  standards 
vsite  and  at  campus  facilities, 
ichnology  Transfer.  University 
searchers  place  their  ideas  before 
impanies  and  investors, 
chnology  Campuses.  UCR  and  the 
:y  and  County  of  Riverside  have 
\/eloped  University  Research  Park,  a 
)ject  affiliating  high-tech  product 
velopment  firms  with  university 
ademics  and  research  programs. 
Cal  Poly  Pomona,  the  NASA  Com- 
Lrcialization  Center  incubates  com- 
inies  whose  products  are  used  in 
\SA  technologies. 

eTechJobs.com,"  a  soon-to-be- 
unched  Web  site,  will  connect 
ell-paid,  high-tech  workers  who 
i/e  in  the  Inland  Empire  to  local 
gh-tech  firms. 


A  Sunny  Place  to  Live 
And  Do  Business 

The  3  million  residents  here  enjoy  more 
than  330  sunny  days  a  year  in  temperatures 
ranging  from  58°F  in  winter  to  107°F  in 
summer.  Clean  air  is  now  the  norm.  In  1977, 
there  were  121  days  of  smog  alerts;  by 
1999,  there  were  none. 


The  topography  offers  rolling  hills,  broad 
deserts,  forested  mountains  and  open  valleys. 
Elevation  ranges  from  the  Salton  Sea  (below 
sea  level)  to  Mt.  San  Gorgonio  (1 1 ,499  ft.)  in 
San  Bernardino  County  —  a  diversity  unpar- 
alleled in  the  whole  of  Southern  California. 
Urban  residents  often  brag  that  they  can 
"snow  ski,  dune  buggy  and  surf  on  the  same 


Cancer 
Treatment 
Like  No 
Other 


Consult  with  your  physician  and  research  your  options  to  determine  the 
best  course  of  treatment.  The  advantages  of  proton  therapy  at  Loma  Linda 
University  Medical  Center  are: 


I  Proton  therapy  is  an 
effective,  non-surgical 
treatment  option  that 
is  used  for  various  types 
of  localized  cancers 
(prostate  cancer,  lung 
cancer.brain  cancer,  etc.) 
that  has  minimal  side 
effects  on  surrounding 
healthy  tissue  and  other 
vital  organs. 

I  Because  proton  therapy 
is  performed  as  an 
outpatient  procedure, 
cancer  patients  can 
continue  most  of  their 
daily  activities  allowing 
for  a  more  normal  lifestyle. 

I  Named  as  one  of  "America's 
Best  Hospitals  for  Cancer." 

(US  News  &  World  Report.  July  19.  1999) 

For  more  information,  call 

1-800-PROTONS 

(1-S00-776-8667) 
www.llu.edu/proton 


UCR 

UNIVERSITY  OPCAUfORNU,  RIVERSIDE 
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WEST  END 


Changing  tomorrow... 
one  life  at  a  time 

Through  historic  achievements  in  research, 
teaching  and  public  service,  the  University 
of  California  is  recognized  as  the  world's 
greatest  public  university.  UCR  is  the  fastest- 
growing  and  most  diverse  campus  of  the 
University  of  California. 

UCR. ..Changing  the  World,  Building 
the  Future 

Research 

•  Genomics 

•  Nano-technology 

•  Communications 

•  Agriculture 

•  Marketing/Finance 

•  Environmental 

Teaching 

•  Degrees:  Ph.D.,  Master's, 
Bachelor's,  Certificates 

•  Executive  Programs 

•  Lifelong  Learning 

Community 

•  University  Research  Park 

•  Economics  and  Business 
Development 

•  Cultural  Events 

•  Championship  Sports 

•  Museums  and  Galleries 

•  K-12  programs 

UCR  is  a  Carnegie  Doctoral'Research 
Extensive"  university,  the  highest  rank  and 
one  held  by  only  151  universities  in  the 
nation.  Studies  list  UCR  first  in  the  nation 
in  faculty  productivity  in  scholarship  and 
research,  and  the  nation's  fourth  fastest- 
rising  public  research  university. 

For  information,  contact  Jack  R.  Chappell, 
Executive  Director  of  University  Relations. 
Tel:  (909)787-5185 
E-mail:  jack.chappell(<*ucr.edu 
Web  site:  www  .ucr.edu 


day."  Recreational  activities  —  from  mountain 
biking,  hiking  and  camping,  boating  and  fishing, 
desert  rock  climbing,  golfing,  sky-diving,  con- 
certs, theater,  gardens  and  parks,  and  Indian 
gaming  —  offer  something  for  every  taste. 

Find  a  place  for  your  innovative  business 
—  and  a  superior  quality  of  life  —  in  one  of  the 
nine  unique  regions  of  the  Inland  Empire. 

West  End:  The  Hot  Location 
For  the  21st  Century 

The  cities  located  along  1-1 5  at  the  western 
edge  of  both  Riverside  and  San  Bernardino 
counties  are  in  the  hottest  commercial  real 
estate  market  in  the  U.S.  Chino,  Ontario, 
Rancho  Cucamonga,  Montclair  and  Fontana 
are  only  40  miles  from  downtown  L.A.  and 
are  perfectly  situated  near  three  major  free- 
ways, ONT  and  two  railroads.  Key  infra- 
structure is  already  in  place:  fiber  optics,  a 
brine  line,  LTL  cross-dock  facilities  and 
regional  courier  centers  for  UPS  and  FedEx. 

In  this  region  are  22  million  sq.  ft.  of 
industrial  space,  2  million  sq.  ft.  of  retail 
space  and  2,300  companies  (Chino);  pre- 
mier housing,  open  space  and  economic 
development  (Rancho  Cucamonga);  and 
more  than  $1  billion  in  construction  (Ontario). 
Ontario  also  boasts  an  83%  increase  in' 
employment  in  the  last  few  years. 

More  than  500,000  people  live  within  a 
1 0-mile  radius  of  these  cities,  and  the  huge 
skilled  labor  pool  is  supported  by  1 5  private 
colleges  and  universities  (including  the  pres- 
tigious Claremont  Colleges  and  Cal  Poly 
Pomona)  and  nine  community  colleges. 


Riverside,  Californii 
Where  Bright  Ideai 
Get  Their  Power! 

Riverside  is  the  place  for: 

City-Owned  and  Operated 
Water  and  Electric  Utilities 

•  Stable 

•  Reliable 

•  Predictable 

•  Economical  Rates 

Established 

Transportation  Networks 

•  Freeway 

•  Rail 

•  Air  Cargo 

High-Tech  Environment 

•  University  Research  Park 

•  Fiber  Optic 

•  Broadband 

Four  Distinguished 
Colleges  and  Universities 

•  Available  Skilled  Workforce 

•  3,800  Graduates  Annually 

Exceptional  Quality  of  Life 

•  Historic  Architecture 

•  Cultural  Arts  and  Entertainm 

•  Recreational  Opportunities 

Great  Housing 

•  Quality  Neighborhoods  and  S 

•  Affordable  Housing 


For  more  information 
or  to  order  your  free 
business  information  kit, 
call  1-877-RTV-S1DE. 
www.riverside-ca.org 
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METRO  REGION 


Region: 

ictive  and  Innovative 

e  of  the  cities  in  this  region  were 
;d  in  the  1800s,  and  some  were 
shed  as  recently  as  the  1970s.  Old 
/,  each  one  has  a  history  of  suc- 
^olton  boasts  the  corporate  head- 
rs  of  Stater  Bros.,  the  largest 
ter  in  the  Inland  Empire;  Grand  Ter- 
is  the  lowest  per  capita  crime  rate 
region;  Loma  Linda  has  been  the 
al  center  for  health  and  wellness 
:h  for  decades;  Norco  boasts  miles 
estrian  trails;  Moreno  Valley  has 
n  Riverside  County  Regional  Med- 
snter;  Riverside  has  the  world- 
5  Mission  Inn  Hotel  and  the  Justice 
I  and  San  Bernardino,  the  oldest 
the  region,  is  developing  an  innov- 
ikes  and  streams  project. 
;e  cities  attract  business  because 
cation  —  near  important  highway 
I  systems,  an  intermodal  transfer 
and  two  international  airports  —  pro- 


INLAND  EMPIRE  NORTH 


"Having  our  corporate  headquarters 

here  allows  us  to  attract 
talented  people  in  the  biotech  field; 
and  our  business  receives  excellent 
community  and  government  support." 

-  Tom  Glickman,  Director.  Sales  &  Marketing  Worldwide,  Chemicon  International,  Inc. 


vides  easy  access  to  the  world's  markets. 

And  these  cities  are  forward  thinking. 
Colton  offers  a  Recycling  Market  Devel- 
opment Zone  for  new  business;  Grand 
Terrace  is  becoming  the  hub  for  medical 
and  high-tech  industries;  Moreno  Valley 
has  developed  reasonable  land  and  labor 
costs;  Norco,  sitting  on  the  1-15  corridor, 
is  poised  for  development;  Loma  Linda 
seeks  to  complement  its  major  employ- 
ers, LLUMC  and  the  Pettis  Veterans 
Memorial  Medical  Center;  Riverside  has 
the  University  Research  Park;  and  in  San 
Bernardino,  Hillwood  is  developing  the  San 


Bernardino  International  Airport  (former 
Norton  AFB)  to  accommodate  manufac- 
turing, distribution  and  logistics  firms. 

Inland  Empire  North:  Gateway  to 
The  Western  States  &  the  World 

The  e-Corridor's  advantage  begins  with 
geography.  The  Cajon  Pass  is  the  historic 
gateway  to  Southern  California  where,  at 
the  turn  of  the  20th  century,  the  railroads 
laid  their  tracks  and  the  first  interstate  high- 
way was  paved. 

Today,  the  e-Corridor  is  the  unique  multi- 
modal transportation  network  designed  to  ful- 


Put  the 
whole 


Quality  of  Life 

One  of  the  safest 
cities  in  California 
excellent  schools, 
150  miles  of  trails. 
Did  we  mention 
the  golf? 


|  QiCAMONti 
*  (>1.IK*MA 


world  in  your  hands 


Recreation 

Central  to  all  southern  California  attractions — 
sail  in  the  morning,  ski  in  the  afternoon. 

Available  Sites 

Space  availability  1 1.2%  in  sites  ranging  from  5,000 
to  1 00,000+  s.f.  at  an  average  of  34$M 

Airport 

Newly  expanded  Ontario  International 
Airport  only  10  minutes  away. 

Employees 

63%  of  workers  have 
some  college  with  21% 
having  bachelors  or 
graduate  degrees.  This 
skilled  workforce  is 
available  at  wage  rates 
7-9%  below  Los  Angeles 
and  Orange  counties. 

Transportation 

Served  by  3  freeways:  1-10,  1-15, 
and  1-210.  Twenty  minutes  from 
regional  BNSF  intermodal  facility. 

Call  us  toll  free  at  (877)  5-RANCHO  or  cruise  our 
award-winning  Web  site,  www.insiderancho.com 
or  get  free  real  estate  information  through  our 
Fax-On-Demand  number  (800)  51 1-7964. 
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City  of  Chino 

The  City  of  Chino,  California,  has  a 
rich  history  as  a  proactive,  cutting-edge, 
business-supportive  community.  Chino 
has  been  a  place  for  new  business  growth 
since  the  dairies  and  walnut  groves  of 
the  1800s. 

Today,  computer  and  information 
technology  businesses  are  discovering 
that  Chino  is  the  perfect  location  to  rind 
and  train  their  high-tech  employees.  A 
new  Information  Technology  Campus, 
along  with  the  22  universities  and  col- 
leges in  the  immediate  area,  are  a  few  of 
the  reasons  high-tech  companies  recog- 
nize that  the  City  of  Chino,  California, 
is  STILL  the  perfect  location  for  busi- 
nesses looking  to  relocate  or  expand. 

If  your  business  is  in  need  of  a  quali- 
fied, trained  workforce  with  an  ideal 
location  near  all  Southern  California 
transportation  centers,  then  Chino  is  the 
place  tor  you. 

For  more  information,  please  contact 
the  Chino  Economic  Success  Team 
at  (909)  590-5500,  or  visit  our  Web 
site  at  www.cityofchino.org. 


In  addition,  large  tracts  of  land  a 
able  with  incentives  for  developme 
Adelanto,  Apple  Valley,  Barstow,  H 
and  Victorville.  And  as  economic  incl 
the  e-Corridor  offers  a  LAMBRA  zc 
a  Foreign  Trade  Zone  at  SCLA,  pk 
and  county  incentives. 

At  the  dawn  of  the  21st  centun. 
Corridor  is  where  the  intermodal  rail, 
and  air  cargo  firms  converge  —  givi 
vative  companies  time  and  cost  advc 

Southwest  Riverside  County: 
Empire's  Fastest-Growing  Subr 

This  region  offers  a  natural  beai 
attracts  workers,  and  it  has  a  pro-b 
attitude  that  attracts  the  compa 
employ  them. 

The  quality  of  life  here  is  unparal 
a  mild  climate,  residents  enjoy  the 
acre  Santa  Rosa  Plateau,  an  ecolog 
serve  offering  hiking,  equestrian  tr 
wildlife;  1 5  award-winning  wineries 
acres  of  rolling  countryside;  seven 
onship  golf  courses;  international  £ 
fessional  water  sports  on  Lake  Els 
semiprofessional  baseball  club;  mi 
biking  and  hiking  in  the  adjacent  CI 
National  Forest;  hot-air  ballooning,  si 
and  hang  gliding;  museums;  historic 
towns;  and  concerts  in  the  parks. 

But  what  attracts  business  to  the 

Land  prices  are  competitive  at 


Housing  costs  average  14%  below  those  in  L.A.,  Orange  and  San  Diego  coun 
Executive  homes  costing  $1  million  in  coastal  counties  sell  here  for  $400, Oi 


SOUTHWEST  RIVERSIDE  COUNTY 


fill  a  company's  need  to  deliver  goods  to 
market  quickly.  It  is  the  ideal  location  for  busi- 
nesses in  search  of  competitive  advantage. 

Manufacturing  gives  the  e-Corridor  eco- 
nomic diversity.  However,  the  simultane- 
ous revolutions  in  technology  (standard- 
ized containers,  robotics,  cargo  tracking), 
management  (just-in-time  ordering), 
market  competition,  infrastructure  con- 
struction and  international  trade  have 
made  logistics  its  specialty. 

Located  along  1-15  on  the  way  to 
Barstow,  the  e-Corridor  has  express  U.S. 
Customs  Port-of-Entry  clearance,  access  to 
two  international  air-cargo  airports  (SCLA 
and  ONT),  two  transcontinental  railways 
(BNSF  and  UP),  inexpensive  drayage  rates 
from  the  ports  of  Long  Beach  and  L.A.,  and 
extensive  state  and  interstate  highway  sys- 
tems, to  which  CALTRANS  has  committed 
$2  billion  for  enhancements. 


ADVERTISEMENT  7 


MOUNTAINS 


per  sq.  ft.;  development  costs  are 
than  elsewhere  in  California.  Median 
3  is  $53,000,  and  median  home  prices 
from  $1 1 8,000  to  $1 75,000  (existing 
;);  $200,800  to  $230,000  (new  homes), 
iness  incentives  include  no  utility  tax; 
jstrial  and  commercial  tax;  low  water 
:wer  rates;  and  the  City  of  Temecula 
)ffers  a  flat  $35  business-license  fee. 
jta  offers  "real"  streamlined  permit 
;sing,  and  Temecula's  award-winning 
;s  grants  approval  in  as  little  as  eight 
5.  It  is  no  wonder  that  key  high-tech, 
pi  telecommunications  and  manu- 
ng  firms  like  these  have  been  attract- 
:his  area: 
lidant 

annel  Commercial 
ernational  Rectifier 
int  Equipment,  Inc. 
emicon 

Sessional  Hospital  Supply 
ltd  22  Inc. 

idson  Respiratory  Care,  Inc. 
reral  programs  support  its  well- 
-educated workforce: 
hree-year  training  program  in  manufac- 
Ing  for  high  school  students  includes 
tinternship  during  the  senior  year, 
immunity  college  courses  offer  mdus- 
t  training  directly  related  to  40  career 
■as  based  on  current  and  future  labor 
Jirket  demands. 

OP  teaches  tool-and-die  skills  in  the 
ssroom  and  on  the  job. 


•  UCR-Extension,  located  in  Temecula, 
offers  individual  and  certificate  pro- 
grams. 

The  region's  future  plans  include 
developing  RogersDale  USA  and  the 
French  Valley  Airport  expansion,  which 
will  make  it  America's  largest  corporate 
and  general  aviation  facility. 


The  Mountains:  Live  in  the  Clouds, 
Work  in  the  Valley 

A  breathtaking  change,  the  Inland 
Empire's  mile-high  mountains  offer  blue 
skies,  towering  pine  trees  and  magnificent 
wilderness  areas.  In  spring,  you'll  find  tulips 
and  daffodils,  vibrant  Spanish  broom  and 
glorious  dogwood.  In  summer,  there's  boat- 


Need  to  get  your  Southwestern  U.S.  location  off  the  ground  •  I 
San  Bernardino  County,  California  will  get  you  cleared  for  takeoff  \ 

San  Bernardino  County,  Southern  California — the  Pro-Business  Choice, 
i    Talk  to  our  Business  Pros  at  909.387.5346. 
™  www.co.san-bernardino.ca.us 
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PASS  AREA 


ing,  fishing,  swimming,  hiking,  picnicking 
and  camping  at  Lake  Arrowhead/Crestline 
and  7,000-ft  Big  Bear  Lake  in  the  San 
Bernardino  Mountains.  In  autumn,  you'll 
see  glorious  fall  color  and  enjoy  Oktober- 
fest.  In  winter,  you  may  spot  one  of  the 
seven  pairs  of  American  bald  eagles  that 
hunt  fish  from  their  perches  in  the  pines; 
and,  of  course,  there's  skiing  at  Big  Bear 
and  Snow  Valley. 


If  you're  seeking  a  pine-scented,  slower- 
paced  life,  this  is  the  place  for  your  next 
move.  You  can  operate  your  e-business 
from  here  or  commute  to  the  urban  val- 
leys. Jt's  only  one  hour  from  the  clouds 
down  to  reality. 

The  Pass  Area:  Beaumont  and 
Banning  —  Ready  for  Development 

Banning  and  Beaumont  sit  between  the 
two  tallest  mountain  peaks  in  Southern  Cal- 
ifornia —  Mt.  San  Jacinto  and  Mt.  San  Gor- 
gonio.  Here  families  enjoy  picturesque, 
wooded  surroundings  with  clean  air,  out- 
door activities  and  shopping  in  Beaumont's 
treasure-filled  antique  shops;  they  wonder 
at  Banning's  Gilman  Ranch  and  Wagon 
Museum  and  the  Morongo  Indian  Reser- 
vation's Malki  Museum;  and  they  celebrate 
the  Cherry  Festival  and  Stagecoach  Days. 

Business  is  attracted  to  this  strategic 
location  along  1-10  (connecting  to  the  ports 


EELING^j  SQUEEZED! 


Southern  California's  best  resource 
for  available  land,  permitted  sites, 
and  available  lease  space  at 
affordable  prices. 


I  Moreno  Valley:  side  effects  may 
A  include  business  success,  open 
■  freeways,  a  terrific  workforce, 
A  unbeatable  quality  of  life. 


GET  SOME  BREATHING  ROOM 


ORENO  VALLE 

Consult  our  incredibly  helpful  Business  Location  Team:  909.413.3469 


of  L.A.  and  Long  Beach,  the  southv 
states  and  Mexico)  and  to  Banning 
cost  sewer,  water  and  electric  fa< 
Also  prized:  the  skilled  workforce, 
housing  for  all  income  levels,  abi 
low-cost  land  and  the  most  favorabli 
rates  in  all  of  the  Inland  Empire. 

The  Pass  Area  is  ready  for  develc 
—  and  businesses  are  seizing  the  m 

The  Valley:  . 

Recreation  for  All  Outdoors 

The  beautiful  San  Jacinto 
(Hemet,  Perris  and  San  Jacinto)  is 
kept  secret.  But  it  is  fast  bee 
Southern  California's  premier  oi 
recreation  area. 

Besides  offering  the  Regional 
Museum  (Native  American  depictior 
area's  six  tribes),  the  Perris  Lake 
Recreation  Area  offers  fishing, 
camping  and  biking  trails.  San  Jacir 
six  city  parks  and  the  36-acre  Valley 
Regional  Park.  Rock-climbers  can  en 
San  Jacinto  mountains  in  Idyllwild. 

Hemet  hosts  the  Ramona  Pa 
America's  oldest  outdoor  drama,  an 
has  the  largest  lake  in  Southern  Cad 
Diamond  Valley  Lake  covers  4,500  s 
acres  and,  when  completed,  will  i 
1 2,500  acres  of  recreation  —  golf  cc 
camping,  event  meadows,  a  conv 
center,  a  competitive  swimming  coi 
shopping/dining  villages,  hotels 
marina.  Situated  along  the  1-21 5  cc 


ailNA'S  1.26  BILLION  PEOPLE  CAN'T 
WAIT  TO  GET  YOUR  PRODUCTS. 

(GOOD  THING  WE  FLY  SIX  JUMBOS  THERE  EACH  WEEK.) 


le  delivers  China  faster.  Why  keep  the  world's  biggest  market  waiting  when  you 
have  to?  UPS  now  offers  more  shipping  options  and  shorter  transit  times  than  ever 
.  In  fact,  with  six  weekly,  direct  flights  to  Beijing,  connecting  to  Shanghai,  there's  no 
way  to  reach  every  major  city  in  China.  So  next  time  you  get  a  big  order  from  Xi'an, 
fast.  Think  UPS.  To  find  out  more,  visit  ups.com  or  call  us  at  1-800-782-7892. 


MOVING  at  the  SPEED  BUSINESS* 
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Gary  C.  Ovitt 
Mayor,  City  of  Ontario 


City  of  Ontario,  California 

Ontario,  California,  is  at  the  center  of 
Southern  California's  main  transportation 
corridors  with  three  freeways,  two  rail  lines 
and  the  new  rwin  terminals  of  Ontario  Inter- 
national Airport.  This  incomparable  Trans- 
portation network  positions  the  city's  man- 
ufacturers and  distributors  along  land  and 
air  routes  that  access  key  global  markets. 

Ontario's  advantages  include  available 
land  and  attractive  lease  rates  that  are  a 
third  less  than  the  region's  coastal  counties. 
Moreover,  26  local  colleges  and  universities 
allow  the  city's  growing  list  of  high-tech 
companies  to  draw  from  a  highly  skilled 
labor  pool. 

With  a  population  of  150,000,  Ontario 
is  also  home  to  the  New  Model  Colony,  a 
planned  upscale,  broadband-enabled  com- 
munity that  will  be  close  to  parks,  retail 
centers,  health  facilities  and  schools,  includ- 
ing a  multi-jurisdictional  college  campus 
and  associated  high-tech  business  park. 

Ontario  offers  an  extraordinary  array  of 
advantages  for  both  residents  and  business- 
es seeking  opportunity,  prosperity  and  a 
high  quality  of  life. 

For  more  information,  contact  Mary- 
Jane  Olhasso,  Director  of  Economic 
Development,  at  909-395-2010,  or  by 

e-mail:  molhasso@ci.ontario.ca.us. 


 CITY  OF 

Ontario 

SOUTHERN  CALIFORNIA 


MORONGO  BASIN 


these  communities  are  poised  for  new 
industrial  and  commercial  development. 

The  Morongo  Basin: 

High  Desert,  Low-Cost  Living 

Although  they  are  "on  the  way"  to  recre- 
ation at  Joshua  Tree  National  Park  and  the 
Colorado  River,  the  cities  of  Yucca  Valley 
and  Twentynine  Palms  make  great  desti- 
nations for  putting  down  roots. 

The  basin's  rural  lifestyle  may  seem  laid 
back,  but  for  business,  both  communities 
offer  low-cost  living,  low-cost  land,  low  fees, 
ease  of  permitting  and  a  skilled  workforce. 
The  workforce  is  supported  not  only  by  the 
training  offered  at  nearby  USMC  Base  and 
Copper  Mountain  College,  but  also  by  UCR 
and  Cal  State  San  Bernardino. 

Yucca  Valley  (pop.  20,000),  an  active  eques- 
trian community  located  halfway  between 
Palm  Springs  and  the  world's  iargest  marine 
corps  base,  offers  light  manufacturing, 


COACHELLA  VALLEY 


i 


Jim  Kelly,  UPS  Chairman  i 
Chief  Executive  Officer 

UPS  China  Express 
During  the  13-hour  direct  fligl 
UPS  jet  traveling  from  Ontario 
Clonal  Airport  to  Beijing,  China,  I 
have  delivered  more  than  half  of 
million  daily  packages  around  the 
As  the  UPS  West  Coast  Regie 
Hub,  Ontario  is  a  vital  link  to  t 
grated  network  that  combines  info 
transportation  and  funds  flows  o 
commerce  for  efficient  cost  mans 
and  customer  service.  Inland  Emp 
nesses  can  partner  with  UPS  as  a 
to  the  Pacific  Rim,  for  direct  air  oi 
delivery  to  13  western  states  and 
coast-to-coast  overnight  service  or 
a  new  700,000-sq.-ft.  technol 
advanced  logistics  facility. 

The  UPS  distribution  solutio 
your  business  need,  whether  you'n 
business  managing  growth  and  c 
development  or  a  large  organizatic 
ing  globally  and  customizing  pn 
varied  industry  segments. 

Visit  www.ups.com. 
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workers,  60%  college-educated)  is  support- 
ed by  the  College  of  the  Desert,  CSUSB, 
UCR  and  the  UCR  Heckmann  Center  for 
Entrepreneurial  Management.  M 


 3   ,       ..^rld-class  golf  courses  contribute 

to  the  area's  unparalleled  natural  beauty  and  quality  of  life. 


care  and  retirement  industries, 
mine  Palms  (pop.  26,000),  the  gate- 
)  Joshua  Tree  National  Park  and 
to  the  USMC  Air  Ground  Combat 
j  is  a  prized  retreat  that  offers  a 
ing  and  Marketing  Development 
nd  is  developing  clean-air  technolo- 
telecommunications  industries. 

oachella  Valley: 

;  Work  Reflects  Lifestyle 

Coachella  Valley  is  famous  as  a 
Daradise:  350  sunny  days  a  year,  78°F 
'atures,  world-class  health  care  and 
lleled  recreation  —  ballooning, 
ms,  art  galleries,  entertainment,  The 
rs  Series  Tennis  Tournament  and 
nt  golf  (The  Bob  Hope  Desert  Clas- 
bisco  Championship  and  the  Palm 
>  Celebrity  Golf  Classic), 
unds  like  resort-living,  but  the  area 
icome  home  to  more  than  6,500 
nies.  Sawy  entrepreneurs  recognize 
lion's  business  pluses: 
;ess  to  national  and  world  markets:  I- 
to  the  eastern  U.S.,  110  miles  west 
he  Long  Beach  Port  and  nearby  Palm 
'ings  International  Airport 
id/space  costs  are  one-third  those 
nearby  cities 

ordable  housing  (median  price: 
39,000) 


•  Thousands  of  pre-permitted  acres 
ready  for  development 

•  The  only  region  in  the  U.S.  that  has  a 
Foreign  Trade  Zone,  a  state-recognized 
Enterprise  Zone  and  a  federally  desig- 
nated Empowerment  Zone. 

A  skilled  labor  force  (1 00,000  available 


We're  Here  to  Help 

The  Inland  Empire  Economic  Partner- 
ship (IEEP)  will  help  you  evaluate, 
plan  and  implement  your  move  to  the 
Inland  Empire. 

The  Inland  Empire  Economic  Partnership 
301  East  Vanderbilt  Way,  Suite  100 
San  Bernardino,  CA  92408 
Tel:  1-800-234-6526 
Fax:  909-890-1008 
Web  site:  www.ieep.com 
E-mail:  tooms@ieep.com 
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rJ3usin 


This  pristine  destination  is  fast 
becoming  a  significant  economic 
engine  in  Southern  California. 
Blessed  with  blue  skies  and 
natural  beauty,  the  area  offers 
affordable  land  with  lower 
operating  costs,  and  executive 


housing  at  competitive  prices.  Our 
pro-business    attitude  and 
excellent  quality  of  life  continue 
to  make  Southwest  Riverside 
County  one  of  the  most  attractive 
regions  in  Southern  California. 


ECONOMIC 

ALLIANCE 

I.»00.»84.I000  •  www.swrco.rom 


CHNOLOGY 


Hostess 
With  the 
Mostest 

Problems 


Exodus  took  on  $3.5  billion  in 
dot-coms.  Then  the  dot-coms 

BY  DANIEL  LYONS 

EXODUS  COMMUNICATIONS 
built  a  billion-dollar  busi- 
ness on  the  dot-com  boom, 
erecting  enormous  data 
centers  to  rent  out  space 
where  companies  ran  their 
own  computers  to  power 
Web  sites.  Sales  rose  from  $12  million 
in  1997  to  $818  million  last  year,  mak- 
ing Exodus  the  world's  leading — 
though  still  profitless— Web  hoster. 

But  hard  times  have  hit.  Exodus  has 
lopped  $700  million  off  its  sales  target 
for  this  year,  and  now  aims  for  $1.6  bil- 
lion— double  last  year's  total  but  30% 
lower  than  planned.  In  its  most  recent 
quarter  the  Santa  Clara,  Calif,  company 
posted  a  net  loss  of  $650  million  on 
revenue  of  $349  million.  Even  after  ex- 
cluding acquisition  writeoffs  and  the 


debt  to  build  data  centers  for 
started  dying.  Oops. 

like,  its  cash  loss  more  than  doubled  to 
$118  million.  In  April,  two  days  after 
those  results  came  out,  three  Exodus 
executives  resigned — the  chief  financial 
officer,  chief  operating  officer  and  vice 
president  of  marketing.  Exodus'  stock 
has  plunged  to  $11  in  the  past  year, 
down  84%  from  its  high. 

No  wonder:  Dot-com  companies 
provide  almost  40%  of  Exodus'  sales, 


for  charging  premium  fees. 

Worse  still,  Exodus  has  been 
caught  off-guard  by  a  big  shift: 
Its  simple  brand  of  hosting  is 
falling  out  of  favor.  In  the  Exo- 
dus model,  customers  rent 
floor  space  and  Internet  access, 
buy  their  own  servers  and  man- 
age them  on  their  own.  Today 
customers  want  "managed 
hosting,"  with  the  Web  hoster 
buying  the  iron  and  looking 
after  it,  selling  computing 
power  the  way  a  utility  sells 
electricity. 

Exodus  has  just  started  of- 
fering that  kind  of  service, 
which  typically  generates  more 
annual  revenue  per  customer 
than  basic  hosting  ($175,000  to 
$325,000  vs.  $90,000  to 
$190,000).  But  the  more  com- 
plex approach  requires  Exodus 
to  retrain  staff,  hire  expensive 
engineers  and  revamp  data 
centers. 

Reinventing  Exodus  as 
something  more  than  a  high- 
tech landlord  will  be  especially 
difficult  right  now.  As  sales  fall 
short,  Chief  Executive  Ellen 
Hancock  has  put  Exodus  into 
survival  mode — cutting  5%  of 
the  work  force,  curtailing  travel 
and  delaying  several  new  data- 
center  buildouts.  Exodus  has 
$1.1  billion  in  cash  but  doesn't 
expect  to  become  profitable 
until  June  2002.  Last  quarter 
Exodus  burned  through  almost 
$500  million.  To  survive  four 
more  quarters,  it  must  spend  at 
only  half  that  burn  rate. 


and  they  are  dropping 

dead  Other  e    , on  e,;       TO  SURVIVE,  EXODUS  MAY  h 

are  cutting  back  on  tech. 
And  though  the  hosting  business,  at  $4 
billion  last  year,  is  expected  to  grow  six- 
fold in  three  years,  more  hands  are 
grabbing  for  those  dollars.  Telecom  gi- 
ants like  Sprint  and  tech -savvy  startups 
like  LoudCloud,  run  by  Netscape  co- 
founder  Marc  Andreessen,  are  crowd- 
ing in,  undercutting  Exodus'  proclivity 


The  struggle  is  further  compli 
by  the  $3.5  billion  in  debt  that  E: 
took  on  to  build  its  42  data  cei 
which  serve  4,500  accounts.  Ex 
paid  $70  million  in  interest  last  qi 
and  will  spend  $300  million  to  s< 
debt  this  year.  Some  paint  a  night 
scenario  in  which  Exodus  violat 
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Ellen  Hancock 
is  trying  to 
reinvent  her 
debt-saddled 
and  far-f  rom- 
profitable 
company. 


WEB  HOSTINC 


WITH  A  TELCO,  JUST  LIKE  RIVALS  VERIO  AND  DIGEX. 


1  covenants  and  goes  into  default, 
cock  insists  Exodus  will  meet  its 
;rs'  terms. 

et  Exodus  is  losing  clients  at  a 
rd  pace.  Its  "churn  rate" — the 
unt  of  business  it  loses  each  quar- 
s  a  percentage  of  the  order  back- 
-hit  1 1%  in  the  most  recent  quar- 


ter, up  from  just  2%  a  year  ago,  says 
Michael  Turits,  analyst  at  Prudential  Se- 
curities. (Exodus  insists  the  rate  is 
lower,  at  6%  for  the  quarter.) 

In  January  some  customers  began 
canceling  orders  for  extra  space  in  Exo- 
dus centers.  "We  also  had  customers 
leaving,  and  our  sales  force  was  tied  up 


dealing  with  that.  So  it's 
going  to  have  a  ripple  effect 
through  the  rest  of  the  year," 
says  Hancock,  who  spent  29 
years  at  IBM,  then  worked  at 
National  Semiconductor  and 
Apple  before  joining  Exodus 
in  1998. 

Racing  to  make  up  for 
missed  deals,  Hancock  has 
shifted  100  employees  from 
staff  jobs  into  sales,  a  30%  in- 
crease in  the  sales  force.  In- 
stead of  wooing  Weblets,  reps 
now  court  customers  like 
General  Electric  and  Merrill 
Lynch.  "They  are  still  coming 
online,"  Hancock  says. 

Maybe  so,  but  they  are 
taking  their  time.  A  180-day 
sales  cycle  is  now  the  norm, 
versus  the  90  days  in  which 
speed-obsessed  dot-coms 
used  to  sign  contracts.  And  it 
takes  more  work  to  close 
deals.  "On  one  bid  now,  I 
have  23  people  working  just 
on  that  single  bid,"  Hancock 
says. 

At  three  data  center 
sites — in  Santa  Clara,  Wash- 
ington, D.C.  and  New  Jer- 
sey— Exodus  has  bought 
computers  from  Compaq 
and  Sun  Microsystems  and 
yoked  them  together  to  start 
offering  hands-off  hosting  by 
June,  Hancock  says. 

But  customers  say  Exodus 
still  lags  behind  rivals.  When 
Symantec  wanted  to  move  up 
to  managed  hosting,  it  left 
Exodus  and  switched  to  a 
smaller  outfit,  Conxion, 
using  it  to  deliver  downloads 
of  Symantec's  popular  virus 
software.  "Conxion's  price  for  managed 
hosting  is  less  than  half  what  we  were 
paying  at  Exodus  for  unmanaged  ser- 
vice," says  Margaret  Mingione,  a  tech 
manager  at  Symantec. 

At  Conxion,  Chief  Executive  Anto- 
nio Salerno  argues  that  Exodus  can't  af- 
ford to  upgrade  its  5.1  million  square 


FORBES"  May  28,  2001  179 


Caveat  Subscriber 

Register  at  a  Web  site  or  buy  something  online  and  you 
get  more  than  you  bargained  for:  a  different  kind  of  spa 

! 
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feet  of  space  to  offer  more  doting  ser- 
vice. The  managed-hosting  approach 
typically  packs  more  servers  into  less 
space,  drawing  more  power  per  square 
foot.  "They'll  need  more  generators, 
more  uninterruptible  power  supplies, 
more  air-conditioning,"  Salerno  says, 
asserting  that  Exodus  would  have  to 
spend  $3  billion  to  upgrade  3  million 
square  feet  of  space.  "Who's  going  to 
loan  them  $3  billion  now?"  he  says. 
"Exodus  is  a  house  of  cards." 

Hancock  counters  that  Exodus  has 
wisely  used  debt  to  fuel  its  growth  and 
will  have  no  problem  repaying.  She  says 
upgrading  her  sites  will  be  far  cheaper 
than  Salerno  predicts — and  that  she 
hasn't  even  heard  of  his  shop.  "He  can 
run  his  business,  and  we'll  run  ours." 

But  she  faces  a  credibility  problem 
on  Wall  Street.  Last  month  Exodus 
hosted  a  call  with  analysts  to  discuss 
quarterly  results — then  surprised  them 
four  days  later  with  the  resignation  of 
Chief  Financial  Officer  Marshall  Case. 
A  day  later  came  another  surprise — the 
chief  operating  officer  and  top  mar- 
keter had  quit,  too.  "They  have  to  do  a 
better  job,"  says  Prudential's  Turits. 

Exodus  has  plenty  of  miserable 
company  in  its  market.  One  rival,  Navi- 
Site,  has  hired  bankers  to  find  a  buyer. 
LoudCloud  has  axed  20%  of  its  staff. 
Even  Intel  struggles:  It  launched  seven 
centers  last  year,  but  won't  build  more 
until  demand  picks  up. 

For  Ellen  Hancock,  the  best  way  to 
survive  may  be  to  merge  Exodus  with  a 
telco.  Verio,  a  hoster  in  Englewood, 
Colo.,  sold  out  last  year  to  NTT  Com- 
munications. Digex,  in  Laurel,  Md., 
soon  will  become  part  of  WorldCom. 
Qwest  and  Sprint  might  be  ideal  suitors, 
and  in  April  Hancock  was  rumored  to 
have  rebuffed  Cable  &  Wireless. 

She  insists  Exodus  will  stay  inde- 
pendent and  that  its  current  $6  billion 
market  value  is  too  low.  "I  think  the 
market  should  give  us  more  credit  for 
what  we're  doing,"  she  says.  But  even 
after  an  84%  plunge  from  its  high,  the 
company  is  valued  at  seven  times  last 
year's  revenues.  Can  a  profitless,  debt- 
laden  Web  outfit  really  be  considered 
undervalued?  A  year  ago,  maybe.  F 


BY  KIRI  BLAKELEY 

NINE  MONTHS  AGO  BERNARDO 
de  Albergaria,  an  Internet  mar- 
keter from  Santa  Barbara, 
Calif.,  ordered  vitamins  online  and 
was  required  to  leave  his  e-mail  ad- 
dress to  register.  He  also  agreed  to 
receive  product  updates  but  decided 
he  wanted  out  a  few  weeks  later — 
and  soon  found  it  might  be  easier  to 
get  out  of  the  mob. 

De  Albergaria  went  online  to 
end  the  updates,  but  the  site 
that  sold  him  the  goods, 
Vitamins.com,  didn't  want  to 
acknowledge  his  e-mail  ad- 
dress. So  he  tried  the  "unsub- 
scribe" link  that  came  with 
the  promos.  He  received  au- 


tomated replies  promising  r 
would  be  taken  care  of  imi 
ately — yet  the  e-mails  kept  co 
He  called  customer  service  1 
and  both  times  reps  couldn' 
him  in  the  database.  The  e-m; 
vasion  continued.  In  Decemt 
contacted  a  manager  by  phone 
did  the  trick. 

Spam  is  normally  associatec 
no-name  outfits  offering  por: 
get-rich-quick  schemes.  Corp 


"THIS  IS  THE  MODERN- 
DAY  VERSION  OF 
THE  GUEST  FROM  HELL 
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at  if  it  took  five  engineers  to  create  the  Eiffel  Tower? 


AETHER  FUSION ™.  ONE  SOURCE.  WIRELESS  BUSINESS. 


Now  there's  a  single  source  for  wireless  business  that  can  support  all  vertical  and  horizontal  products, 
networks,  devices,  applications,  and  protocols  -  including  future  wireless  systems.  In  fact,  Aether  Fusion 
can  extend  your  current  IT  investment  seamlessly  by  adding  new  technologies  as  they  become  available. 
So  if  you're  still  waiting  to  take  your  company  wireless,  you  could  be  waiting  to  be  left  behind.  Call  Aether 
Systems1"  now  at  1 .800.854.0473  or  download  our  white  paper 


on  Aether  Fusion  at  www.aethersystems.com. 


Wireless  Solutions  for  a  Portable  Planet 


Aether  Fusion,  Aether,  and  its  logo  are  trademarks  of  Aether  Systems,  Inc.  Copyright  2001,  Aether  Systems,  Inc.  All  rights  reserved. 


Last  year, 
code  on  the  client 
cost  businesses 
half  a  trillion  dollars. 


*IDC  Research  Internet  Market  Model  V7  Release  31,  Meta  Group:  ROI  and  the  Cost  of  Ownership  Teleconference 


How  much  is 
it  costing  your 
business? 

PeopleSoft  8.  The  only  enterprise  solution  with  no  code  on  the  client. 

Every  year,  your  company  spends  hundreds  of  thousands  of  dollars  maintaining  software  on 
each  individual  PC.  But  PeopleSoft  runs  entirely  on  the  internet,  and  that  makes  it  accessible 
from  any  web  browser,  anytime.  So  you  can  work  collaboratively  with  your  customers, 
suppliers,  and  employees,  in  realtime,  from  anywhere  in  the  world.  Which  opens  the  door  to 
a  whole  new  way  of  doing  business.  Suddenly,  "no  code  on  the  client"  is  more  than  a  strategy 
to  cut  implementation  costs.  It's  the  key  to  running  your  business  more  efficiently  and  making 
your  people  incredibly  productive.  And  most  importantly,  it's  exactly  what  you  need  to  create 
a  profitable,  competitive,  collaborative  enterprise. 

To  learn  more  about  what  PeopleSoft  pure  internet  software  can  do  for  your  business,  visit 
www.peoplesoft.com/go/nocode  or  call  1  888  773  8277. 


CUSTOMERS  •  SUPPLIERS  •  EMPLOYEES 


People  power  the  internet: 


'•ttfMJ.LUbiT     inc  WCD 


spam  is  more  insidious,  cramming 
your  in-box  with  unwanted  e-mails 
from  reputable  companies  you  might 
have  contacted  before.  Clicking  on 
"unsubscribe"  often  doesn't  end  the 
digital  invasion.  Web  sites  blame  the 
intrusions  on  technical  problems  and 
marketer's  temptation — your  online 
account  is  simply  too  valuable  for 
them  to  let  go  of  it. 

"The  entire  business-to-consumer 
community  has  been  soiled  by  these 
latching-on  Web  sites.  This  is  the 
modern-day  version  of  the  guest  from 
hell  who  just  won't  go  home,"  says 
Kenneth  McGee,  an  analyst  at  Gart- 
ner Group. 

HealthCentral,  which  owns  Vita- 
mins.com,  blames  the  unwanted  over- 
tures on  outside  vendors  it  contracted 
with  for  e-mail  administration.  The 
company  wouldn't  say  who  exactly  was 
responsible. 

For  Seattle-based  Classmates.com,  a 
subscription-based  site  that  for  $30  a 
year  lets  you  reconnect  with  your  high 
school  buddies,  following  up  with  un- 
requested  newsletters  was  irresistible, 
whether  a  member  wanted  them  or 
not.  "It  started  off  as  a  way  to  validate 
someone's  e-mail  address,  and  it  just 
kind  of  morphed  into  sending  them 
other  things  as  well,"  says  Classmates 
President  Michael  Schutzler. 

He  halted  the  practice  when  he 
joined  the  company  last  September, 
prompting  his  employees  to  give  him  a 
standing  ovation. 

A  new  industry  has  sprung  up  to 
stop  such  detritus  (and  cash  in  at  the 
same  time).  Targeted  marketers  like 


Clicks  Falling  on  Dead  Eai 

To  unsubscribe,  click  here"  may  be  the  biggest  lie  since  "The  check  is 
mail."  In  September  we  signed  up  for  five  newsletters  through  Yahoo'! 
scription  service.  Three  days  later  we  unsubscribed  from  all  of  them 
tacting  the  newsletter  sites  themselves  rather  than  Yahoo.  And  in  the  ensui 
months  more  than  200  newsletter  issues  flooded  our  Yahoo  account  from 
five  sites.  A  rundown: 

INSIDE.COM.  This  newsletter  contained  no  unsubscribe  link  we  could  find, 
mail  to  the  letters  department  prompted  a  nice  response  from  customer  si 
saying  the  service  would  be  canceled.  It  didn't  stop  for  three  months. 
MYPRIMETIMEN0W.COM.  We  tried  to  unsubscribe,  getting  an  instant  reply  sayir 

e-mail  address  wasn't  recogt 
Newsletters  continued  until  Febru 
0XYGEN.COM  Clicking  on  the  u 
scribe  now  button,  we  got  no  indii 
our  request  had  been  accepted, 
enough,  newsletters  didn't  stc 
three  months. 

THESTREET.COM  The  news 
didn't  contain  an  unsubscribe  I 
plaintive  e-mail  brought  no  resp 
But  after  90  days  the  deliveries  ct 
IViLLAGE.COM  The  winner.  E 
arrivals  stopped  within  24  hours 
request. 


Starting  next  month  you  will  be 
able  to  track  which  sites  give  your  e- 
mail  address  to  others.  As  you  surf  the 
Web,  Mailshell  will  allow  you  to  regis- 
ter with  a  unique  address  for  each  site. 
At  Amazon.com  you  could  sign  up  as 
amazon@janedoe.mailshell.com.  All 
e-mails  from  Amazon  will  be  delivered 
to  that  address  at  Mailshell — and  if 
e-mails  from,  say,  Drugstore.com  (an 
Amazon  partner)  start  popping  up  in 
your  Amazon  pseudonym,  you  know 


first  venture,  an  online  price-corr 
son  service  called  ComputerES 
CNET  for  $21  million  in  stocl 
began  investing  $5  million  in 
would  become  Mailshell  and  its  "e 
caller  ID"  technology. 

Two  months  ago  Mailshell  b 
charging  $4,000  to  $35,000  a  mon 
targeted  advertising.  It  has  met 
some  resistance  from  advertiser: 
pleased  with  the  idea  of  support 
technology  that  can  banish  their  p 


SOON  YOU  CAN  CATCH  SITES  GIVING  YOUR  E-MAIL  ADDRESS  TO  OTHER! 


YesMail  sign  up  customers  with  the 
promise  that  they  can  tailor  the  pitches 
they  receive — only  Caribbean  cruises, 
for  example — and  for  how  long. 

Mailshell  of  Santa  Clara,  Calif,  of- 
fers targeted  ads  and  acts  as  your  un- 
subscriber  enforcer  for  anything  you 
sign  up  for.  If  a  junk  e-mail  you  didn't 
request  tries  to  poke  through,  Mailshell 
asks  if  you  want  it.  Say  no,  and  the  un- 
wanted guest  is  sent  packing. 


Amazon  sold  your  name  down  the 
river.  (The  company  reserves  the  right 
to  sell  customer  data  if  all  or  part  of 
Amazon  is  sold.  Customers  can  refuse 
to  join  the  new  mail  lists,  Amazon 
says,  but  it's  never  as  easy  as  it  seems.) 

Tonny  Yu,  34,  founded  Mailshell  in 
January  1999.  "I  got  annoyed  with  all 
the  junk  e-mail  I  was  receiving,"  he 
says.  Yu,  a  heavy  Internet  user,  found 
himself  deluged.  He  had  just  sold  his 


in  an  instant.  "We  have  to  edi 
them,"  says  Eytan  Urbas,  Mails 
marketing  vice  president. 

Mailshell  hopes  to  turn  a  j 
eventually,  by  licensing  its  techm 
to  Internet  service  providers  and 
nesses.  Yu  began  pitching  the  sof 
only  last  month  and  won't  talk  pr 
But  for  those  of  us  who  just  want 
restored  to  our  in-box,  Mailsh 
priceless. 
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Just  because  you're  good  at  one  thing 
doesn't  mean  you're  good  at  everything. 


►     Shaquille  O'Neal  has  the  size,  the  agility  and 

n£  the  determination  to  be  an  unstoppable  force. 

the  things  that  make  him  the  best  in  basketball 

I  ensure  success  in  other  endeavors. 

'he  same  applies  to  you.  Whether  you're  the  CEO  or 

head  of  IT,  you  know  managing  a  mission-critical 

)  operation  is  a  complex  and  costly  undertaking  and 

one  you  want  to  do  alone. 

his  is  where  we  come  in.  We're  Digex,  and  managed 

)  hosting  is  what  we  do.  In  fact,  Gartner  Group 

listed  us  as  a  leader  in  the  industry* 

Ve  have  proven,  engineered  solutions  for  your 

I  infrastructure;  we've  set  the  benchmark  with 

idard  10-day  installs.  We  also  specialize  in 


complex  solutions  to  address  your  particular 
business  needs. 

Our  procedures  for  security,  change  management, 
and  disaster  recovery  have  been  validated  through  an 
Ernst  &  Young  review,  which  cleared  the  way  for  us  to 
achieve  SAS70  Type  II  recognition.** 

We  monitor  our  customers'  global  e-Business  from 
a  central  location  with  one  set  of  experts  who  oversee  all 
operations.  And,  perish  the  thought,  should  a  major 
catastrophe  occur,  we  can  and  will  transfer  all  monitoring 
operations  to  a  backup  data  center  in  minutes. 

All  of  which  should  be  reason  enough  to  visit  us  at 
digex.com/proven  or  call  1-800-455-2968  ext.  920. 
Now  is  a  good  time. 


Where  managed  hosting  began. 
Where  managed  hosting  is  going. 


nc  All  trademarks,  tradenames  and  service  marks  mentioned  and/or  used  belong  to  their  respei 
•Procedures  reviewed  by  E&Y  relate  to  control  objectives  specified  in  the  SAS70  report 


■jO  FT  WARE 


Extreme  Exploration 

Chroma  Energy  is  ferreting  out  oil  and  natural  gas  reserves 
with  the  kind  of  algorithms  that  mapped  the  genome, 


BY  LYNN  COOK 

■■■HE  FLOOD  PLAIN  OF  THE  RIO 

H  Grande  is  little  more  than 
I  parched  desert  dotted  with  scrub 
and  irrigated  citrus  groves.  But 
thousands  of  feet  beneath  the  surface, 
in  ancient  canyons  and  reefs,  the 
terrain  is  rife  with  the  beaches,  river 
bends  and  other  patterns  that  promise 
petroleum-rich  deposits. 

Yet  drilling  for  oil  and  gas  based  on 
geology  alone  is  a  costly  crapshoot. 
Onshore  exploratory  holes  cost  at  least 
$1  million  apiece;  deep-water  test  holes 
can  exceed  $300  million.  Only  three  of 
every  ten  commercial  wells  turn  out  to 
be  gushers.  Such  odds  might  improve  if 
geologists  spent  more  time  pondering 
the  genome,  the  genetic  blueprint  of  all 
life  forms,  says  Fredric 
Young,  a  geneticist  and 
software  developer. 

The  patterns  in  rock 
and  in  the  genome  aren't  all 
that  different.  Both  are 
composed  of  useful  se- 
quences buried  amid  irrele- 
vant material.  In  rock,  a 
useful  pattern  would  be  a 
reservoir  of  hydrocarbons; 
in  a  genome,  a  protein -pro- 
ducing sequence  of  DNA. 
The  problem  in  both  cases 
is  that  the  irrelevant  far  out- 
numbers the  useful.  Only 
3%  of  the  human  genome 
is  considered  useful,  and  the 
rest  is  junk.  Oil  is  far  rarer 
in  the  Earth's  crust. 

Biotech  firms  such  as 
Celera  Genomics  have 
opened  huge  windows  into 
drug  discovery  by  develop- 
ing software  to  swiftly  map 
the  human  genome.  Young, 
the  chief  scientist  at 
Chroma  Graphics  in 
San  Francisco,  the 


parent  company  of  Houston-based 
software  firm  Chroma  Energy,  aims  to 
do  the  same  with  oil  and  gas  explo- 
ration. Chroma  Energy's  software, 
called  ImageGenetics,  maps  seismic 
patterns  in  rock  so  that  oil-rich  deposits 
can  be  parsed  from  barren  geology. 

The  roots  of  the  software  date  to  the 
early  1990s  when  Young,  a  former  re- 
searcher at  Genentech,  was  studying 
gene-mapping  tricks  such  as  hybridiza- 
tion, in  which  scientists  isolate  one  gene 
and  then  find  related  genes  by  looking 
for  similar  but  not  exact  patterns. 
Young  developed  a  set  of  algorithms 
around  this  kind  of  fuzzy  pattern 
recognition  and  cast  about  for  markets 
that  might  be  able  to  use  it. 

In  1 993  he  showed  an  earlier  version 


Unraveling  Geologic  Codes 


of  his  software  to  Arch  F.  Meredith 
Peter  Whitehead,  consultants  with  A 
Management.  They  had  original] 
signed  the  software  for  sale  to  the 
military  as  a  way  to  distinguish  cai 
flaged  tanks  from  surrounding  b 
Later,  Meredith  and  Whitehead  c 
Young  to  look  at  seismic  data,  whicl 
been  the  oil  industry's  search  me 
since  the  1930s.  When  he  saw  raw 
mic  data  enlarged  on  a  computer  sc 
marked  by  interlocking  patterns  c 
and  blue  pixels,  he  noticed  a  resemb 
to  graphical  DNA.  "I  decided  to  pr< 
the  images  were  DNA  and  bring  a 
power  of  molecular  computing  to 
tern  recognition,"  Young  says.  Soon 
the  trio  formed  Chroma  Energy. 

Seismic  exploration  needs  their 
Oil  companies  rely  on  sound  waves 
underground  or  undersea  explosio 
pinpoint  promising  formations.  ] 
waves  indicate  hard  surfaces  such  as  i 
Soft  waves  indicate  porous  sands 
may  be  trapping  oil  and  gas.  Geol< 
spend  their  days  squinting  ai 
cross-sections  on  computers  t 
termine  which  dark  spots  w 
the  waves  might  lead  to  oil.  I 
take  two  months  to  sift  seismic 
for  100  square  miles  before 
ing  a  place  to  punch  a  well. 

ImageGenetics  can  rip  ; 
terabytes  of  data  at  once, 
erating  new  drilling  prospe< 
two  weeks.  Geologists  usin; 


Geologists  know  the  Gulf 
of  Mexico's  Mensa  field  is 
rich  with  oil  and  gas,  but 
pinpointing  their  exact  lo- 
cation can  be  tough. 
Below,  a  typical  2-D 
cross-section  of  seismic 
data  reveals  a  sand-rich 
layer  that  could  be  trap- 
ping hydrocarbons.  At 
right,  Chroma's  software 
analyzes  the  entire  field  at 
once.  The  green  area  rep- 
resents a  definite  reser- 
voir of  natural  gas. 
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software  can  tinker  with  the  sr 
thickness  and  volume  of  undergn 
acoustic  waves,  overweighting 
underweighting  factors  in  the  se 
for  traceable  patterns.  Once  Im 
Genetics  locks  in  a  pattern,  oil  hu 
can  pick  out  ancient  riverbeds,  < 
reefs  and  beaches  with  precision 
mountains  of  data. 

Subterranean  sand  bars  can  sh 
oil  is  removed,  fooling  most  pat) 
recognition  software,  which  ofte 
signs  a  particular  shape  or  curve 
seismic  wave.  Young's  software  use 
bridization  tricks  to  spot  relatec 
posits,  even  though  the  match  bet 
two  waves  may  be  inexact. 

Horizon  Exploration,  a  small  d 
in  Houston,  Tex.,  handed  Young's 
seismic  data  from  50  miles  of  land 
Victoria,  Tex.  Horizon  had  already  d 
seven  wells  there,  finding  oil  in  thre 
43%  success  rate.  The  ImageGen 
software  liked  the  same  seven  holes, 
recommended  drilling  in  only  four  c 
seven,  three  of  which  were  the  gus 
Chroma's  recommendation  would 
yielded  a  75%  success  rate. 

Since  December  Chroma  has  si 
up  customers  such  as  Anadarko  P 
leum,  the  world's  largest  indepen 
producer,  and  Unocal's  Spirit  Er 
76  group.  With  oil  prices  above  3 
barrel,  Anadarko  has  revved  up  it 
ploration  budget  by  65%  over  2 
Soon,  Anadarko  and  Unocal  ph 
test  their  leads  against  real  drilling 

If  lab  work  translates  into  fiel 
suits,  Chroma  stands  to  make  a  ki 
It  gets  a  monthly  retainer  ranging 
$25,000  to  $100,000  for  running  the 
ware,  plus  a  bonus  of  up  to  4%  of , 
revenues  for  each  find.  In  the  mear 
Chroma  can  work  off  $12  million  r 
from  venture  capital  firms  Draper  F 
Jurvetson,  J.H.  Whitney  &  Co.  and  A 
Group.  Perseus  Group  and  other 
-  soon  kicking  in  another  $20  millioi 

"Technology  evolves.  It  becon 
commodity  and  loses  value.  What  i 
loses  value  is  finding  oil  and  natural 
says  Chroma  Energy's  chief  operatir 
fker,  Peter  Duncan.  Maybe  this  soft 
firm  will  be  immune  to  the  gloo 
Silicon  Valley. 
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Digital  Tools  By  Stephen  Manes 


Electronic  Page-Turners 


WHEN  A  CROP  OF  DEDICATED  E-BOOK  DEVICES 
arrived  on  the  market  a  couple  of  years  ago 
to  much  hoopla  (FORBES,  Feb.  8,  1999),  they 
didn't  catch  on.  Poor  screens,  high  prices, 
competing  file  formats  and  a  limited  selec- 
tion of  content  that  often  cost  more  than  the  print  equiva- 
lent probably  had  something  to  do  with  it. 

Today's  hardware  comes  with  better  screens  and  bigger 
libraries,  but  many  of  the  "thousands  of  titles"  electronic 
book  sellers  proudly  tout  turn  out  to  be  public-domain 
works  already  available  free  on  the  Web — which  means 
you'll  find  Henry  James  and  King  James  but  no  P.D.  James. 
Of  the  30  books  on  the  New  York  Times  bestseller  list  at 
April's  end,  only  6  were  available  electronically  in  any  for- 
mat, and  just  1 — Stephen  King's  Dreamcatcher — in  all  three 
of  the  incompatible  formats  promulgated  by  Gemstar,  Mi- 
crosoft and  Adobe. 

You  might  think  an  e-book's  elimination  of  printing, 
binding  and  shipping  costs  would  save  you  a  few  bucks.  You 
might  be  wrong.  On  a  recent  day  when  bn.com  offered 
Dreamcatcher  in  hardcover  for  $16.80,  an  electronic  edition 
cost  $22.40.  At  Amazon,  the  Gemstar-format  e-book  went 
for  $16.95,  but  to  a  would-be  electronic  bibliophile  even  that 
fat  price  should  speak  volumes. 

Still,  there  are  glimmers  of  e-books'  promise,  particularly 
if  you  are  willing  to  read  on  a  laptop.  Free  for  the  down- 
loading, Microsoft  Reader  and  particularly  Adobe  Acrobat 
eBook  Reader  hint  at  how  good  e-books  can  look — in  part 


On  LCD  screens,  Adobe's  e-book  software  can 
make  digital  pages  look  almost  like  printed  ones. 
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because  both  use  techn 
that  can  divide  each  pixe 
three  to  gain  increased  c 
on  LCD  screens. 

Adobe  focuses  on  m 
onscreen  pages  look  like 
printed  counterparts, 
fonts  and  pagination  int 
an  approach  more  sui 
for  big  screens  than 
ones.  The  software  car 
play  two  pages  side  by  sic 
even  better,  rotate  a  s 
page  90  degrees  to  a  ve 
format;  for  now,  Micr 
can  do  neither.  With  my 
weight  notebook  standii 
its  side,  Adobe's  outpi 
my  10-inch  screen  can 
close  as  I  have  ever  seer 
printed  page  on  a  r 
produced  display.  Ad< 
software  is  available  fo 
Macintosh  as  well  as  1 
dows,  but  not  yet  for  PDt 
With  a  limited  ran; 
fonts  and  formats,  Microsoft  Reader  focuses  on  the  abil 
flow  text  to  virtual  pages  rather  than  Adobe's  preform 
ones.  That  creates  smaller  files  that  make  for  faster  d 
loads  than  Adobe's  at  the  expense  of  typographic  monc 
It  works  passably  on  little  devices  like  Pocket  PCs,  becau; 
words  shift  to  fill  the  tiny  screens.  But  not  all  tides  woi 
those  screens,  and  the  edition  currently  built  into  Pocke 
does  not  work  with  the  encrypted  titles  most  publi 
offer.  The  only  non-Microsoft  platform  for  which  su{ 
has  been  announced  is  Franklin's  eBookMan. 

E-books  don't  make  for  easy  living.  What  happens  i 
want  someone  else  to  read  your  book  once  you've  fin 
it?  Microsoft  Reader  permits  one  book  to  be  downlo 
and  read  on  two  different  computers,  but  both  macl 
must  have  the  same  Microsoft  Passport  user  profile.  A 
lets  you  lend  books  temporarily  or  give  them  away  (dep 
ing  on  how  long  they've  been  deleted  from  your  macl" 
but  only  over  specific  kinds  of  networks.  Gemstar's 
can  transfer  an  entire  library  of  purchased  books  fron 
device  to  another,  but  not  one  book  at  a  time — and  tl 
brary  can  only  reside  on  one  device  at  a  time. 

The  nuisances  pile  up.  Format  incompatibility  mear 


Electronic  books 
save  on  printing, 
binding  and 
shipping.  But  they 
often  end  up 
costing  more  than 
printed  volumes. 
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E-tomes  (lower  left 
to  right):  Franklin 
eBookMan,  RCA 
REB  1200  and  1100. 


book  you  want  may  not  be  available  for  the  system  you  have. 
Limited  selection  means  the  oft-cited  grail  of  going  off  on  a 
vacation  with  all  your  guidebooks  in  a  single  lightweight  de- 
vice is  about  as  likely  as  finding  haute  cuisine  in  coach  class. 
The  hardware's  fragility  means  you  probably  won't  want  to 
read  e-books  in  the  bathtub  or  on  the  beach. 

Units  based  on  Microsoft's  Tablet  PC  initiative  are  due 

next  year,  but  the  much- 
hyped  device  is  basically  a 
Windows  laptop  with  a  ver- 
tical-format screen,  hand- 
writing recognition  software 
and  the  same  sort  of  pres- 
sure-sensitive stylus  as 
Sony's  Pen  Tablet  (FORBES, 
Feb.  19).  Higher- resolution 
screens  for  this  platform 
may  give  e-books  a  boost, 
but  adoption  may  be  slowed 
by  the  weight,  limited  bat- 
tery life  and  cost  of  the  fancy  Windows  laptop  that  the  tablet 
really  is. 

If  you're  curious  about  e-books,  fire  up  your  laptop  and 
download  a  copy  of  Adobe's  reader  and  a  free  book  or  two. 
Turn  your  laptop  on  its  side  and  you  may  be  fooled  into 
thinking  it's  a  real  book.  Particularly  if  you  snag  a  classic 
that's  as  gripping  as  your  college  lit  teacher  said  it  was  when 
you  took  her  word  for  it.  F 


Going  off  on  a 
vacation  with  all 
your  guidebooks  in 
a  single  lightweight 
device  is  as  likely  as 
finding  haute  cuisine 
in  coach  class. 


Constant  Readers 

I had  high  hopes  for  Franklin's  new  eBookMan.  A  bil 
ger  than  a  Palm,  it  comes  with  a  memory  slot,  a  bu 
microphone  and  calendar  and  address  book  software 
can  synch  with  Outlook.  It  runs  on  two  AAA  batteries.  I 
play  MP3  files  and  Audible.com's  spoken-word  form 
connects  to  Windows  machines  (but  not  Macs)  via  a 
cradle,  which  is  how  you  fill  it  with  text.  Depending  on 
much  memory  is  built  in  (8  or  16  megabytes)  and  wb 
you  want  a  backlight,  it  costs  between  $130  and  $230. 

Alas,  the  unit  screams  "Rushed  to  market!"  The  sere 
dim,  the  backlight  feeble.  Software  that  lets  you  use  th< 
crophone  has  yet  to  arrive.  MP3  files  must  be  compn 
further  by  Franklin's  software. 

The  "library"  available  in  Franklin's  format  is  mon 
a  shelf,  with  fewer  than  200  titles.  The  many  free  texts  £ 
able  from  Franklin's  Web  site  turn  out  to  be  full  of  t 
graphical  and  formatting  errors,  and  eBookMan  can  di 
them  in  a  font  so  ugly  it  may  make  esthetes  nauseat£ 
spokeswoman  says  that  the  Franklin  version  of  Micr< 
Reader  may  be  available  by  "summertime."  Avid  reader; 
be  lounging  on  the  sand  with  real  books  by  then. 

RCA's  REB  1100  and  REB  1200  eBooks  are  the  succel 
to  the  Rocket  eBook  and  Softbook  that  Gemstar  acqi 
last  year.  Both  come  with  8  megabytes  of  memory,  en< 
for  about  5,000  pages,  and  a  slot  for  more.  The  1 1 
smaller,  displays  black  text  on  a  white  5.5-inch  sci 
weighs  just  18  ounces  and  costs  $300.  It  downloads  b 
over  a  poky  33.6k  built-in  modem. 

The  improved  backlit  touchscreen  is  readable  bul 
has  only  two  sans-serif  fonts  that  can't  display  much  ii 
mation  on  each  screen.  The  built-in  dictionary  lacks  de 
tions  for  words  like  "encrypt."  Navigation  can  be  anno 
and  finding  titles  in  the  online  bookstore  is  even  more 
trating.  This  unit's  major  redeeming  feature  is  a  non 
battery  life  of  15  hours.  I  didn't  last  nearly  that  long. 

The  $700  Model  1200  has  a  few  extras  going  for  r 
cluding  an  8-inch  color  screen,  a  56k  modem  and  an  E' 
net  port  for  much  faster  downloads.  Navigation  is  sin 
and  the  interface  is  more  polished.  But  the  fonts  are  not 
readable,  and  managing  a  book  collection  is  still  wearis< 
Gemstar  does  put  some  titles  on  sale  even  before 
print  counterparts  arrive.  But  it  also  charges  for  public 
main  items  like  editions  of  Beatrix  Potter  stories,  noi 
whose  catalog  entries  reveal  that  they  lack  the  origi 
charming  pictures.  A  year's  subscription  to  Newsweek  oi 
costs  $40,  compared  with  $29.97  for  the  print  edition 
you  don't  get  any  graphics  except  the  cover  and  a  red  b 
the  top  of  every  page.  Considering  that  books  are  pier 
for  platforms  from  Palms  to  paper,  dedicated  e-books 
yet  to  make  a  case  for  themselves.  — 3 
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■  N  1994,  PETER  T.  MCKEAN  KEELED 
I  over  in  a  Las  Vegas  airport,  dead  of 
I  an  aortic  aneurysm  at  age  50.  The 
I  New  York  designer  of  home  enter- 
H  tainment  systems  left  an  estate  with 
assets  of  $2  million,  including  a  beach 
house  in  Southampton,  N.Y.,  all  in  trust 
for  boyfriend  Justin  M.  Baxter. 


But  Baxter  never  got  a  penny  from 
the  trust.  The  only  one  who  has  prof- 
ited has  been  McKean's  lawyer  and 
executor,  Frederick  B.  Locker.  Noth- 
ing was  paid  out  to  Baxter,  35,  who 
died  one  year  later  of  AIDS.  Then 
Locker  claimed  it  all  for  himself  be- 
cause of  a  will  he  had  drafted  for 


McKean  saying  Locker  woulc 
everything  once  Baxter  died.  Lc 
and  his  family  promptly  moved 
McKean's  beach  house. 

His  family  wondered  why  the 
garious  cofounder  of  White  Pi 
N.Y.-based  Audio  Design  Assoc 
would  leave  all  his  wealth  to  his  la 
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Kean  had  many  other  close  friends, 
tives  and  clients,  some  1 50  of  whom 
ked  a  memorial  service. 
Locker  cannot  explain.  Nor  can  he 
ify  drafting  such  a  will  and  the  ap- 
art conflict  of  interest  it  created,  ex- 
t  to  say  McKean  insisted.  "I  was 
eked  when  he  did  it,"  says  Locker. 
McKean's  sisters,  Sandra  Dawson 

Judith  Conlin,  spent  six  years  try- 
to  get  the  will  thrown  out  as  a 
id.  As  McKean's  closest  blood  rela- 
s,  they'd  be  entitled  to  his  assets  if 
e  was  no  valid  will.  Among  the  evi- 
ce  they  cite  is  an  extra  set  of  staple 
:s  in  the  will  that  suggests  to  them 
pages  were  reassembled  and  the  will 
i  have  been  tampered  with  after 
r  brother  signed  it.  But  New  York 
rogate  Court  judge  Eve  Preminger 
not  persuaded.  She  insisted  that  the 
;rs  settle  for  35%  of  McKean's  net 
te  and,  when  they  later  balked,  ruled 
ate  February  that  the  settlement 
nd  them.  Locker  gets  the  rest, 
rhe  American  College  of  Trust  & 
ite  Counsel  supports  an  ethical 
leline  that  would  have  prevented 
particular  dispute.  The  association 

no  attorney  should  write  a  will 
ling  himself  or  herself  a  substantial 
eficiary.  Lawyers,  though,  aren't 
nd  by  law  to  follow  that  guideline. 
ATiat  is  it  about  estate  work  that 
tes  ugly  conflicts?  Trust  and  estate 
fers  sustain  malpractice  claims 
:e  as  frequently  as  do  criminal  de- 
e  lawyers,  according  to  a  survey 
lished  by  the  American  Bar  Associ- 
n  in  April.  And  then,  says  Dominic 
ipisi,  a  San  Francisco  litigator  who 
is  a  committee  on  estate  malprac- 
for  the  American  Bar  Association, 
:re  are  lots  of  attorneys  that  steal 
i  estates." 

t  gets  pretty  outrageous.  One  up- 
;  New  York  lawyer  attempted  and 
d  to  pilfer  from  an  estate  by  invent- 
an  heiress.  To  further  the  ruse  he 
wed  up  in  drag  at  a  motel  and 
:ked  in  under  the  fictitious  person's 
le.  State  funds  that  compensate  vic- 
>  of  crooked  lawyers  paid  37%  of 


their  outlays  in  claims  involving 
estate  attorneys,  says  an  ABA 
study  covering  1993  through 
1995. 

Bad  estate  lawyers  can  easily 
skate  free  because  their  clients 
aren't  around  to  oversee  them. 
Nobody  else  has  been  either, 
since  the  1970s.  That's  when 
complaints  about  the  delay  and 
expense  of  probate  inspired  law- 
makers in  most  states  to  relax 
the  rules,  figuring  lawyers  and 
executors  would  keep  each  other 
in  check.  Too  often  they  don't. 

Tacoma,  Wash,  lawyer  Grant 
L.  Anderson  was  named  execu- 
tor for  the  estate  of  bowling  alley 
owner  Charles  Hoffman  in 
1989.  Anderson  sold  a  bowling 
alley  worth  at  least  $1.3  million 
(according  to  an  appraisal)  to  a 
buddy  named  William  Hamil- 
ton for  half  that — just  $650,000. 
Then  the  pal  paid  $31,000  to- 
ward a  new  Cadillac  for  Ander- 
son, who  later  went  on  to  be- 
come a  judge. 

Hamilton  insists  he  paid 
more  than  $650,000.  He  and 
Anderson  say  the  car  was  merely 
to  thank  Hamilton  for  years  of 
free  legal  advice  and  played  no 
role  in  pricing  the  bowling  alley. 
The  state  supreme  court  didn't 
buy  that  and  pulled  Anderson 
off  the  bench.  His  law  license 
was  suspended  for  two  years,  be- 
ginning in  May  2000. 

This  kind  of  thing  is  almost 
impossible  to  catch.  The  reason 
Anderson  was  snagged:  His 
buddy  Hamilton  confided  the 
sweet  deal  to  his  own  lawyer, 
Douglas  Schafer,  who  blew  the  whistle. 
But  don't  count  on  other  lawyers  to  fol- 
low Schafer's  example,  because  now  the 
Washington  State  bar  is  trying  to  sus- 
pend Schafer's  law  license  for  reporting 
the  incident.  "The  bar  was  more  inter- 
ested in  disciplining  me  than  in  looking 
at  what  [Anderson]  had  done,"  sighs 
Schafer,  who  says  his  practice  has 


Dealing  With  an 
Estate  Lawyer 

1.  Never  let  a  nonspecialist  write  your  will. 
Find  a  lawyer  who  does  virtually  nothing  but 
estates  and  trusts. 

2.  To  find  a  good  estate  lawyer,  call  a  law 
school  and  ask  a  professor  who  teaches 
those  subjects.  You  want  a  lawyer  with  an  ad- 
vanced degree  in  taxation  or  membership  in 
the  American  College  of  Trust  &  Estate  Coun- 
sel. (Go  to  www.actec.org  and  click  on  "find 
an  ACTEC  fellow.") 

3.  To  make  sure  your  choice  doesn't  have  a 
record,  check  the  resources  described  in 
"Due  Diligence"  (FORBES,  Sept.  20, 1999).  And 
make  sure  he  has  malpractice  insurance. 

4.  Don't  name  your  lawyer  as  trustee  or  ex- 
ecutor, or  let  him  steer  you  to  a  favorite  bank. 
Choose  someone  independent.  Also  reject 
any  lawyer  willing  to  accept  gifts  in  your  will. 

5.  Don't  sign  your  will  until  you  understand 
every  section.  If  your  lawyer  cannot  explain  it, 
hire  another  lawyer. 

6.  Gather  your  beneficiaries  and  have  your 
lawyer  explain  your  estate  plan  to  them. 
They'll  be  able  to  tell  if  something  goes  awry 
after  your  death.  Then  file  your  will  with  the 
court  or  a  trusted  friend,  avoiding  switching. 

7.  Think  you  may  need  to  challenge  a  bad 
executor  or  lawyer?  To  find  a  lawyer  who  can 
help,  visit  the  Web  site  of  the  American  Col- 
lege of  Trust  &  Estate  Counsel  to  search  for 
members  in  your  area  who  can  recommend  a 
good  estate  litigator. 


"suffered  greatly." 

Want  to  challenge  an  estate  lawyer 
in  court?  Good  luck  finding  a  lawyer  to 
represent  you.  Of  the  2,700  members  of 
the  American  College  of  Trust  &  Estate 
Counsel,  only  100  specialize  in  litiga- 
tion. Also,  probate  litigators  often  pre- 
fer defense  work  because  they  can 
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Picking  a  stock  takes  more  than  seeing.  It  takes  understanding.  Who  is  this  company?  Where  are  the 
going?  Janus  finds  meaning  in  the  reports,  data  and  figures.  Then  gets  behind  the  numbers.  Checks  ou 
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Janus  Fund  2 

Janus  2.  a  new  diversified  moderate-risk  growth  fund  in  search 
of  the  world's  best  companies.  Launched:  December  29. 2000. 


return  and  principal  value  will  fluctuate  and  Fund  >hares.  when  redeemed,  mas  l>« 
ss  than  their  original  cost.  Th*  Fund  is  designed  lor  long-term  investor*  who  can  aco 
k>  ul  ijv.evitng  in. potentially  volatile  securities  such  as  foreign  >ecuri(iev.  derivative  uivtri 
nerit.'grade  bonds,  initial  public  offering;  and  companies  -with  relatively  .small  1 


the  leads.  Putting  together  the  big  picture  from  the  little  details  that  tell  the  story  of  a  company's  past 


d  maybe  its  future.  When  it  comes  to  finding  opportunities  for  your  money,  Janus  cracks  the  code. 
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:apitali7.ations.  There  is  no  assurance  that  .the  investment  process  will  consistently  lead  to 
successful  investing.  Call  1-800-443-2258,  ext.  258  or  visit  us-at  ^•ww.janus.com  for  a  prospectus 
.ontaining  more  complete  information,  including  Aarges  and  expenses.  Please  read  it  carefully 
before  you  invest  or  send  money.  Funds  distributed,  by  Janus' Distributors;  Inc.  Member  N  ASD. 
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count  on  steady  cases  from  banks  and 

insurers. 

Mounting  these  challenges  isn't  easy 
or  cheap.  Peter  McKean's  sisters,  Daw- 
son and  Conlin,  went  through  two  law 
firms  in  their  quest  to  challenge  his  will. 
Their  first  lawyer  charged  $90,000  but 
got  no  results.  They  found  another 
lawyer  willing  to  take  the  case  for  25% 
of  whatever  he  recovered,  plus  ex- 
penses. Judge  Preminger  took  four 
years  to  reject  Locker's  bid  to  dismiss 
the  sisters'  lawsuit.  The  sisters  haven't 
received  any  money  thus  far. 

Do  you  think  McKean's  sisters 
could  sue  Locker  for  malpractice  if  they 
wanted  to?  No.  Only  an  executor  can 
sue  the  estate  lawyer  for  malpractice  in 
New  York  and  several  other  states,  in- 
cluding Ohio,  Alabama,  Nebraska  and 
Texas.  In  other  words,  Locker  is  safe  un- 
less he  decides  to  sue  himself. 

Even  prominent  law  firms  get  into 
ethical  tangles.  Evans  Attwell  is  a  for- 
mer managing  partner  at  the  big  Hous- 
ton law  firm  Vinson  &  Elkins.  In  the 
late  1980s  Attwell's  firm  represented  the 
$85  million  estate  of  wildcatter  W.T. 
Moran.  At  the  same  time,  Attwell  sat  on 
the  board  of  Seagull  Energy,  which  was 
then  negotiating  to  buy  a  gas  supplier 
called  Moran  Utilities  and  some 
pipelines  from  Moran's  estate. 

Decrying  this  as  a  conflict  of  inter- 
est, Moran's  grandson  put  a  stop  to 
the  sale.  In  1994  a  jury  found  Vinson 
&  Elkins  liable  for  that  and  many  other 
breaches  of  ethics,  concluding  the  firm 
had  misused  the  estate  for  the  benefit 
of  itself  and  its  clients  seeking  to  feed 
off  the  Moran  estate.  The  court  or- 
dered the  firm  to  pay  the  family 
$35  million  in  damages,  interest  and 
legal  fees. 

An  appeals  court  tossed  that  out  on 
technical  grounds  and  ordered  a  new 
trial  without  leaving  any  doubt  that 
Vinson  &  Elkins  was  in  the  wrong.  So 
the  firm  settled  in  1997,  agreeing  to 
pay  the  Morans  an  undisclosed  sum. 
But  neither  Attwell  nor  any  one  of  his 
partners  was  ever  disciplined  for  the 
incident.  Attwell,  now  a  retired  part- 
ner, and  the  firm  say  they  never  did 
anything  inappropriate.  F 


Big  institutions  tui 
their  noses  at  those  I 
known  sewer  bonds 
Philadelphia-based 
likes  to  snif 


Yield  Booster 

Star  bond  picker  Dave  Baldt 
doesn't  know  where  interest  rates 
are  going.  He  does  know 
something,  though,  about  the 
prepayment  rates  on  mobile  homes. 


BY  BRETT  NELSON 

AS  COLLEGE  GRADUATION  NEARED 
in  1971,  David  Baldt  was  offered 
a  job  sifting  intelligence  for  the 
ultrasecretive  National  Security 
Agency.  He  turned  that  down  to  deci- 
pher the  equally  mysterious  U.S.  bond 
market. 

Now  the  head  of  Deutsche  Asset 
Management's  fixed-income  division, 
with  $18  billion  under  management, 
he  has  turned  in  a  fine  performance' 
by  ferreting  out  obscure  advantages  in 
bonds  rated  BBB  or  higher — so-called 
investment-grade  issues.  Since  its  in- 
ception in  1992,  Deutsche's  no-load 
Fixed  Income  Fund,  the  larger  of 
two — with  a  7.83%  compound  an- 
nual return  after  expenses — ranks  in 


the  top  6%  of  all  invest! 
grade  funds  with  averagt 
turities  of  five  to  ten  year: 
fund-tracking  service  L 
Inc.  And  his  ten-yea 
Deutsche  Municipal 
Fund  did  7.26%,  versus  9 
for  the  Lehman  Five  Year 
eral  Obligation  Index,  pi 
it  in  the  top  4%  of  its  cla< 
Most  bond  pickers  try  to  fo 
interest  rates  or  predict  credi 
grades.  Not  Baldt,  51,  who  spe 
years  managing  bond  portfoli 
Delaware  Trust  Co.  before  joinir 
Philadelphia  office  of  Deutsche 
gan  Grenfell  in  1989.  "To  be  int 
tually  honest,  those  strategies 
add  value,"  he  says.  Baldt  devote: 
15%  of  assets  to  Treasurys  and 
trades  them.  The  rest  of  his  ta 
holdings  run  the  gamut  of  corpi 
municipal,  asset-backed  and  r 
gage-backed  bonds.  Then  thei 
tax-exempt  issues  available  fron 
of  thousands  of  issuers. 

Add  it  all  up,  and  you  have  a 
mented  universe  of  6  million  di 
that  would  daunt  an 


issues 
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)k.  Baldt  pushes  his  20  analysts  to 
is  on  the  minutiae:  What's  in  the 
d  indenture  to  secure  repayment, 
er  what  circumstances  can  they  be 
;d  in  early,  and  does  the  market 
inderstand  them? 

■xample:  Five  years  ago  Baldt's 
/  unearthed  some  little-known 
tmoreland  County,  Pa.  sewer 
ds.  Unlike  most  municipal  paper, 
s  bonds  were  taxable  and  priced  at 
to  yield  8%  to  maturity  in  2006. 
IOUs  were  rated  AAA  but  yielded 
basis  points  (that  is,  a  full  percent - 
x>int)  more  than  comparable  ma- 
y  AA-rated  corporates  at  the  time, 
t  got  in  cheap  because  the  issue  was 
aid — Westmoreland  had  floated  a 
*  $25  million. 

-Ie  has  found  another  out-of-the- 
gem  from  title-insurer  First  Amer- 

Financial,  which  wanted  to  raise 
ley  for  a  new  headquarters.  Title  in- 
nce  is  a  steady  business — you  can't 
tgage  a  home  without  the  cover- 
-and  the  loss-to-premium  ratio  for 

companies  is  far  lower  than  for 
>erty-casualty  providers.  Still,  First 
n-ican's  $100  million  of  7.55% 
oon  bonds  due  in  2028  are  now 
ed  at  83.25  cents  on  the  dollar  to 
[  3.5  percentage  points  over  30-year 
surys — about  1  percentage  point 
er  than  debt  of  riskier  insurers  like 
:rican  General. 

Vhy  the  fat  yield?  The  insurance  in- 
ry  is  the  largest  buyer  of  bonds.  So 
>.r  issued  by  insurance  companies 
iselves  generally  isn't  popular  with 
t  managers  at  other  big  insurers, 
don't  want  to  subsidize  rivals, 
mother  issue  to  watch,  Baldt  says, 
:tna's  bonds  due  in  2036.  The  com- 


ve  Bonds  in  a  Haystack 


pany  will  let  you  put  the  bond  back  to  it 
at  par  in  2004,  which  is  good  if  rates 
rise.  If  they  fall,  you  can  then  sell  it  in 
the  open  market  at  a  premium. 

Some  bonds  suffer  unduly  from  so- 
cial biases.  In  1998  Vanderbilt  Mortgage 
Finance,  lender  for  mobile-home 
maker  Clayton  Homes,  issued  $15  mil- 
lion of  6.32%  bonds,  rated  AAA,  with  a 
five-year  average  maturity.  These  mort- 
gage-backed securities  are  50%  less  sen- 
sitive to  prepayment  when  rates  fall 
than  comparable  Fannie  Mae  bonds. 
Mobile  homes  are  cheap  enough  that 
buyers  don't  save  much  by  refinancing. 
And  despite  the  trailer  trash  stigma, 
Vanderbilt's  1.6%  net  losses  on  out- 
standing loans  is  a  mere  one-fifth  the 
industry  average.The  bonds  yield  155 
basis  points  over  five-year  Treasurys. 

Why  does  Baldt  think  betting  on 
rates  is  a  fool's  game?  He  concedes  that 
a  manager  who  could  guess  rate  shifts 
would  bring  a  lot  of  return.  He  just 
doesn't  think  anybody  can  do  that  con- 
sistently. In  1997  the  Journal  of  Investing 
studied  surveys  of  economists  done  by 
the  Wall  Street  Journal  since  1981.  Re- 
sult: In  67%  of  the  surveys  consensus 
estimates  for  the  30-year  Treasury  bond 
were  in  the  wrong  direction. 

Baldt's  strategy  is  tough  for  civil- 
ians to  replicate,  so  we  give  you  some  of 
his  picks  (see  table).  Retail  investors  can 
get  in  his  funds — usually  open  only  to 
big  institutions  and  the  very  rich — by 
using  the  "investment  class"  versions 
from  supermarkets  like  Charles  Schwab 
and  Fidelity.  The  expense  ratio  for  both 
is  80  basis  points — that  is,  80  cents  an- 
nually for  every  $100  in  assets.  Bought 
this  way,  the  funds  have  no  load  and  a 
$2,500  minimum.  F 


dt  and  his  team  sift  through  6  million  issues  to  find  misunderstood  gems. 


ler/Coupon  and  maturity 

na/6.97%of  2036 


Current 
yield    Why  buy 


6.35%  Priced  to  put  in  2004.  If  rates  fall,  premium  rises. 


t  American  Finll/7.55  of  2028 


9.20    Title  insurer  yields  100  bp  more  than  riskier  providers. 


iston  Texas  Airport/6.88  of  2028 


7.10    Yields  140  bp  over  30-year  Treasurys  though  backed  by  GE. 


FIXED  II 


derbilt  Mtge  Finance/6.32  of  2006z  6.44  Bias  against  manufactured  homes.  Yields  155  bp  over  5-ycar  Treasurys. 
nington  Trust/6.63  of  2008  7.10    Gets  mere  A- rating  for  being  small.  Yields  175  bp  over  10-year  Treasurys. 

s  points:  bp.  'Now  called  First  American.  'Average  maturity 


Junk 
Survivors 

Bond  defaults  are  on  the 
rise  again.  So  why  are 
Ernest  and  Bruce  Monrad 
taking  on  more  risk? 


BY  VICTORIA  MURPHY 

ERNEST  AND  BRUCE  MONRAD, 
the  father-and-son  team  run- 
ning the  $1.3  billion  Northeast 
Investors  Trust  fund,  know  that  suc- 
cess in  junk  bonds  hinges  as  much 
on  what  they  avoid  as  on  what  they 
buy.  Just  as  farmers  fear  droughts, 
junk  investors  dread  defaults — and 
things  have  been  dicey  of  late  in 
junkland.  The  first  quarter  2001  de- 
fault rate  for  high  yield  hit  2.9%,  the 
worst  since  the  beginning  of  the 
1991  recession  year. 

The  Monrads  were  able  to  limit 
the  damage  by  staying  clear  of 
telecommunications  issues,  which 
had  been  all  the  rage,  making  up 
30%  of  the  high-yield  market  two 
years  ago.  The  alternatives,  recalls 
the  younger  Monrad,  who  last 
spring  took  over  the  Northeast 
chairman's  title  from  his  father,  were 
these:  "We'd  be  wrong  on  telecom 
and  underperform  the  market,  or 
we'd  be  right,  and  the  market  would 
be  weak."  Sure  enough,  several  tele- 
com issues  have  since  blown  up,  in- 
cluding Globalstar  in  January  and 
Call-Net  in  February. 

Northeast's  bond-picking  prowess 
has  made  for  a  relatively  strong  show- 
ing in  an  always  problematic  market. 
Like  Deutsche's  David  Baldt  with  in- 
vestment-grade bonds  {see  story,  p. 
198),  the  Monrads  regard  fixed-in- 
come investing  as  a  matter  of  reading 
the  fine  print  for  the  good  buys  oth- 
ers miss. 

True,  Northeast  didn't  emerge 
unscathed  last  year,  a  sour  one  for 
junk  investing  generally.  The  average 
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junk  fund  had  a  negative  7.6%  total  re- 
turn in  2000,  says  Morningstar;  North- 
east was  down  just  6%.  This  year 
through  April  Northeast  was  back  into 
positive  returns,  up  5.6%  and  ahead  of 
its  peers'  average  of  4.6%. 

Boston-based  Northeast  is  a  peren- 
nial Forbes  Best  Buy.  That  means  it's  a 
long-term  top  performer  with  a  low  ex- 
pense ratio  (61  cents  per  $100  in  as- 
sets), important  when  you  consider 
that  costs  are  an  ongoing  drain  on  re- 
turns. We  give  Northeast  a  B  rating  for 
returns  in  both  up  and  down  markets. 
Northeast  has  posted  an  1 1.7%  average 
annual  return  over  the  past  decade,  to 
8.9%  for  junk  funds  generally. 

The  elder  Monrad,  70,  who  had  been 


running  the  fund  for 
four  decades,  and 
son  Bruce,  39,  don't 
always  agree.  They 
have  a  long-standing 
position  in  com- 
modities— metals, 
chemicals,  paper — 
that  makes  up  a  third 
of  their  portfolio. 
Commodities  were  a 
loser  in  2000,  but  a 
big  chunk  of  the 
blame  stems  from 
Bruce's  insistence 
that  they  buy  $15 
million  of  steelmaker 
LTV's  bonds;  he  was 
impressed  by  the 
company's  strong 
operating  income. 
Then  LTV  was  rated 
near  the  top  of  the 
junk  pecking  order,  BB-.  Ernest  had 
avoided  steel  and  went  along  reluctantly 
this  time. 

A  supply  glut  developed  and  steel 
prices  fell.  Northeast  scrambled  to  un- 
load its  LTV  bonds  but  was  still  sitting  on 
two-thirds  of  its  position  when  LTV  filed 
for  bankruptcy  protection  in  December. 

Otherwise,  the  Monrads  played  it 
pretty  safe  in  2000.  They  stayed  mainly 
in  B-rated  bonds,  the  biggest  section  of 
the  junk  universe.  And  in  a  bum  year, 
they  wished  they  had  put  more  in  BB,  the 
highest-rated  high  yields.  Interestingly, 
one  of  2000's  few  profitable  junk  funds, 
the  $343  million  Pioneer  High-Yield 
Fund,  bagged  its  13%  return  by  staying 
clear  of  both  telecom  and  commodities. 


The  father-and-son  team  figure 
Chiquita  won't  slip  them  up. 


Now,  however,  the  Monrads  ar 
ing  a  walk  on  the  wild  side  by  pi 
bonds  with  lower  ratings.  A  larg 
son  for  this  is  that  both  rememb 
bounce-back  from  junk's  nightn 
decade  ago  (Bruce  joined  Northe 
1989).  And  they  think  this  mar 
going  to  reprise  that  stunt. 

In  1990  high  yield  averaged  an 
loss  and  in  1991  posted  an  astou 
43%  gain.  The  record  junk  defau 
was  10.3%,  set  in  1991.  This 
Moody's  is  predicting  a  9.7%  d 
rate.  If  history  repeats,  today's  t 
will  do  well. 

In  January  Monrad  purchase 
million  of  Chiquita  Brands 
bonds  then  trading  at  35  cents  t 
dollar,  a  gutsy  move  considerir 
bonds  carried  a  dismal  CCC+  r 
The  world's  leading  banana  pro 
proceeded  to  miss  an  $87  millk 
terest  payment  due  in  March.  Y 
bonds  have  climbed  to  55.  Bond 
ers  figure  they  will  do  well  in 
structuring  that  will  convert  soi 
their  securities  into  common  < 
The  recent  settlement  of  a  U.S. 
dispute  with  the  European  U 
which  had  limited  Chiquita's  sah 
real  plus,  too. 

Northeast  has  $90.5  millk 
Donald  Trump's  casino  bonds 
rated  CCC+.  Despite  Trump's 
wheeling  ways  that  have  cost  mai 
vestors  a  lot  of  money,  the  Mo 
don't  fret,  because  the  bonds  a 
cured  by  valuable  casino  real  e 
"Even  with  $100  million  wor 
shenanigans,  we'll  come  out  str 
says  Bruce. 


High  Hopes  in  High  Yield 


Northeast  hopes  these  bonds  will  pay  off  big  once  junk  rebounds,  as  they  expect  it  to.  Their  model:  high  yield's  1991  bounce-b 

Coupon  Current 


Issuer 

and  maturity 

Price1 

yield 

Why  buy 

American  Restaurant  Group 

11.5%  of  2003 

$92 

17.20% 

Black  Angus  steak  house  chain  has  strong  interest  coverage. 

Chiquita  Brands 

9.12  of  2004 

55 

33.20 

European  trade  accord  and  debt  restructuring  should  bolster  banana  producer. 

Gaylord  Container 

9.38  of  2007 

71 

17.23 

Linerboard  pricing  is  recently  weak,  but  asset  value  should  cover  bonds. 

Huntsman 

9.50  of  2007 

80 

14.52 

Chemical  maker  just  received  a  $600  million  equity  investment,  adding  liquidity. 

Rockefeller  Center 

5.93  of  2007 

97 

7.36 

Bonds  may  be  retired  at  par  in  2001. 

Trump  Hotels  &  Casino 

11.25  of  2006 

66 

22.85 

Tycoon's  bonds  are  secured  by  valuable  real  estate. 

WestPoint  Stevens 

7.87  of  2008 

60 

18.09 

Sheet-  and  towelmaker  can  easily  cover  interest  tab. 

'Per  $100  of  bend  value.  Source: 

Dresdner  Kleinwort  Wasserstein  Securities. 
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Blue-Chip  Opportunities 

Some  premier  names  in  American  business  are  trading  at 
modest  to  significant  discounts  from  their  previous  highs. 


BY  BRETT  D.  HELGREN 

■  F  YOU  DEFINl  a  bargain  in 
I  terms  of  how  much  cheaper 

■  a  stock  is  than  it  used  to 
be,  then  your  favorites 
will  be  in  the  busted 
Internet  sector.  If,  on 
the  other  hand, 
you  think  of  bar- 
gains in  terms 
of  getting  high- 
quality  companies 
at  reasonable  prices, 
take  a  look  at  our 
roundup  of  blue 
chips  below.  These  ten 
companies  are  all  off 
more  than  15%  from  their 
52-week  highs.  They  are  all  suffering  in 
the  current  economic  weakness,  but  they 
will  all  survive.  Several  have  been  around 
for  a  century  or  two. 

J.P.  Morgan  Chase  is  19%  cheaper 
than  it  was  last  September,  as  profits  for 
the  second-largest  bank  in  the  U.S.  get 
hurt  by  a  slowdown  in  bond  offerings 
and  a  collapse  in  equity  offerings.  "The 
stock  will  perform  better  as  a  result  of 
two  things — improvements  in  the  econ- 

Quantity  Plus  Quality 


omy  and  capital  markets,  and  the 
progress  being  made  integrating  the  op- 
erations of  Chase  and  J.P.  Morgan,"  ar- 
gues analyst  Christopher  Blum  of  Ed- 
ward Jones.  Blum  points  to  the  pickup 
already  taking  place  in  the  firm's  con- 
sumer businesses. 

Shares  of  American  Express  are  down 
33%  from  their  52-week  high.  Despite  re- 
cent weakness  in  consumer  and  business 
spending,  says  analyst  David  Ritter  at 


The  blue-chip  companies  below  are  all  feeling  the  pinch  from  the  economic  slow- 
down. Shares  of  these  companies  are  off  15%  or  more  from  their  52-week  highs. 
This  could  be  a  chance  to  buy  big  brand  names  at  a  discount. 


Recent 

Change 
from  52- 

Estimated  2001 

2001 
Enterprise 
value 

Enterprise 

Company 

price 

week  high 

EPS 

P/E 

(Soil) 

multiple 

American  Express 

$42.46 

-33% 

$2.07 

21 

NA 

NA 

Cigna 

89.80 

-35 

7.46 

12 

NA 

NA 

DuPont 

45.29 

-16 

2.16 

21 

$55.8 

10 

Eastman  Kodak 

45.40 

-31 

3.84 

12 

16.3 

5 

General  Motors 

56.08 

-38 

3.62 

15 

165.1 

5 

JP  Morgan  Chase 

49.00 

-18 

3.48 

14 

NA 

NA 

McDonald's 

26.90 

-33 

1.52 

18 

43.1 

12 

Procter  &  Gamble 

64.27 

-19 

3.11 

21 

96.2 

13 

SBC  Communications 

41.80 

-29 

2.38 

18 

166.9 

8 

Sprint  FON 

21.92 

-67 

1.29 

17 

24.5 

5 

Prices  as  of  May  3.  NA:  Not  applicable.  Sources.  FT  Interactive  Data.  Thomson  Financtal/IBES  and  Market  Guide  via 
FactSet  Research  Systems. 


Argus  Research,  American  Ex 
the  world's  largest  travel  agent  a 
suer  of  charge  cards,  is  now  a  bi 
"Lower  business  travel  will  p 
bly  continue  for  the  next  couj 
quarters,  but  the  core  business 
brand  are  still  solid,"  argues  Ritter,  v 
also  impressed  by  the  firm's  $501 
ion  cost-cutting  program 
stock  sells  for  20  times  hi: 
mate  of  $2.15  a  share  in 
earnings. 

Sprint  FON  is 
gling  with  gro 
competition  in 
distance  service 
decrease  in  new  1 
ing  starts  in  areas  \ 
it  provides  local  se 
In  April  the  com 
warned  analysts 
they  were  guessin 
high  for  second-' 
ter  earnings, 
made  appropriate  revisions.  The  s 
now  go  for  17  times  the  2001  cons 
profit  estimate.  Bear  in  mind  that 
earnings  are  depressed  by  heavy  d 
ciation  charges.  On  another  score,  S 
is  rather  cheap,  with  an  enterprise 
(market  value  of  common,  plus 
minus  cash)  that  is  only  five  times 
ating  income.  The  latter  is  earning 
fore  interest,  taxes,  depreciatior 
amortization. 

E.I.  du  Pont  de  Nemours  is  c 
15%  from  its  52-week  high.  In 
DuPont  said  it  would  cut  4,000  wo 
On  a  positive  note,  the  company 
to  divest  its  pharmaceutical  busin 
what  will  probably  be  a  pren 
price — S4  billion  to  $5  billion  or  b 
The  pharma  operation  account 
only  5%  of  DuPont's  $28  billion  in 
Procter  &  Gamble  is  struggling 
rising  raw  material  costs,  stronger 
petition  and  other  problems,  but  He 
Hay  Murren,  analyst  at  Merrill  Lyr 
bullish.  She  thinks  that  P&G's  restm 
ing  plan — laying  off  9,600  workers, 
ing  plants  and  divesting  weak  brar 
will  revitalize  the  company,  as  mi 
successful  bid  for  Bristol-Myers  Sqi 
Clairol  hair-care  business. 
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>re  powerful  Acura  3.5RL.  Now  available  with  OnStar.  Talk  about  a  great  discovery.  The  newly  refined  3.5RL®  is  even  more  of  a 
formance  luxury  sedan  than  it  was  before.  It  has  more  horsepower  (225  hp  to  be  exact).  A  more  responsive  autobahn-tested  suspension. 

;  not  overlook  the  added  security  of  an  OnStar®  system.  All  so  you  can  make  a  graceful  exit.  Very,  very  quickly.  ©ACURA 

- 


£T WALKER 


Often  overlooked, 
BellSouth  actually 
has  lofty  prospects. 


mm 


Unheard  Bell 


BELLSOUTH  IS  NOT  A  FLASHY  TELECOM.  THE  THIRD-LARGEST  LOCAL  PHONE 
company,  it  has  not  yet  made  a  major  acquisition,  unlike  number  one  Verizon 
and  number  two  SBC.  Over  the  past  12  months,  in  a  rotten  time  for  the  indus- 
try, BellSouth's  stock  (NYSE:  BLS)  has  dipped  10%,  while  the  other  two  are  even. 
Still,  covering  nine  southern  states,  this  Baby  Bell  has  some  hidden  strengths. 

So  say  Jonathan  Lee  and  Lois  Roman,  managers  of  the  Scudder  Large-Com- 
pany Value  Fund.  For  one  thing  BellSouth  isn't  distracted  by  consolidating  large 
new  additions.  For  another,  in  the  competition  against  cable  for  broadband  cus- 
tomers, BellSouth  faces  weaker  competition.  Thus  far,  rumors  that  it  will  buy 
Sprint  and  get  embroiled  in  the  long-distance  wars  haven't  been  borne  out. 
Meanwhile,  BellSouth  is  enjoying  tremendous  growth  through  its  venture  in 
Latin  America,  where  it  is  the  leading  cellular  provider. 

At  a  recent  $42  the  company's  shares  change  hands  at  19  times  trailing  earn- 
ings. Lee  and  Roman  call  that  a  bargain.  — Daniel  Kruger 


Funding  Funds 

THE  TAKEOVER  BUG  HAS  BIT  MONEY 
managers,  both  public  and  private.  Last 
year  Old  Mutual  acquired  United  Asset 
Management.  Now  French  bank  So- 

ciete  Generate  is  in  the  process  of  pick- 
ing up  TCW  (the  parent  company  of 
Trust  Company  of  the  West).  That 
means  one  of  the  last  men  standing,  Af- 
filiated Managers  Group  (NYSE:  AMG) 
is  a  good  buy. 


Putnam  Lovell  Securities  analyst  Pa- 
tricia Ouimet  likes  AMG  because  it 
owns  majority  stakes  in  small  and  mid- 
size financial  services  outfits,  the 
fastest-growing  segment  of  the  indus- 
try. AMG  currendy  has  15  affiliates,  split 
evenly  between  growth  firms  like  Essex 
Management  and  value  shops  like 
Tweedy  Browne. 

In  this  tumultuous  time  AMG  has 
the  advantage  of  a  diverse  client  base 
that  stays  fairly  stable — 27%  high-net- 


worth  folks,  23%  mutual  fund 
50%  institutional.  At  $48  it  has  a 
20,  smaller  than  its  rivals'. 

— Monte 

Portfolio 
Insurance 

THE  OLD  ADAGE  SAYS  THAT  LIFE  I 
ance  isn't  bought,  it's  sold.  Amo 
surers  Jefferson-Pilot  stands  oi 
cause  of  its  strong  sales  force 
Charles  Allmon,  editor  of  the  G 
Stock  Outlook  newsletter.  He  beli> 
promises  both  safety  and  growth. 

Revenue,  sluggish  in  the  1 
jumped  26%  in  2000  as  Jefferson 
(NYSE:  JP)  made  a  series  of  acquis: 
The  biggest  one:  Guarantee  Lift 
mon  thinks  Jefferson-Pilot  has  the 
to  keep  adding  10%  to  15%  yea 
the  top  line.  And  earnings  have 
strong,  growing  at  a  15%  compot 
rate  since  1996. 

At  a  recent  $45,  Jefferson- 
trades  at  14  times  earnings  and  o 
2.4%  dividend  yield.  Another  po1 
plus  is  that,  amid  rampant  merg 
the  insurance  field,  Jefferson -Pili 
been  mentioned  as  a  potential 
over  target.  - 


Bulk  Up 


THE  SLOWING  ECONOMY  IS  C 
news  for  membership  warehou 
tailers,  known  for  delivering  stee] 
gains  on  giant-size  tubs  of  dete 
and  5-pound  cans  of  tuna.  Three 
panies  dominate  the  sector;  of 
BJ's  Wholesale  Club  is  best  fc 
vestors,  says  Donald  I.  Trott,  reta 
alyst  with  Jefferies  &  Co. 

BJ's  (NYSE:  Bj),  with  118  ful 
stores,  is  smaller  than  top  coir 
tors — the  Sam's  Club  division  of 
Mart  (475)  and  Costco  (252). 
thinks  BJ's,  still  confined  to  the  N 
east,  is  in  the  superior  position  to 
With  a  clean  balance  sheet,  it  has  1 
nancial  wherewithal.  BJ's  member 
more  often,  12  times  yearly  versus 
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YOU'RE  CHANGING  JOBS 
AND  HAVE  TO  ROLL  OVER 
YOUR  401(k),  SO  YOU: 

I  Generously  write  a  check  to  the  IRS 
for  40%  in  taxes.  Its  not  like  you 
have  big  plans  for  this  money. 


|   |  Go  to  Vegas.  The  odds  are  against 
you,  but  it's  just  play  money,  right? 


|   |  Call  the  Rollover  Specialists  at 
T.  Rowe  Price.  This  is  serious  money. 
You  can't  afford  to  make  a  mistake. 


iverage  Costco  and  Sam's  member, 
n  January  BJ's  boosted  member- 
fees  for  the  first  time  in  three  years, 
Dve  that  will  pad  earnings  nicely, 
lings  per  share  should  grow  16% 
year  to  $2.05.  BJ's  trades  at  $45,  or 
mes  that  figure.   — Eileen  Glanton 

lap, 

umble,  Pop 

jRE'S  NOT  MUCH  GLORY  IN  BEING 
leader  in  a  business  that's  hardly 
ving — breakfast  cereal.  At  Kellogg 
ings  are  down,  and  since  1988  the 
d  giant  has  seen  its  market  share  sag 
i  40%  to  31%,  as  cheaper  private  la- 
moved  in  on  the  people  who  still 
er  with  breakfast  at  the  table.  That's 

Kellogg  (NYSE:  k)  has  acquired 
iemaker  Keebler  for  $4.3  billion, 
'atrick  Schumann,  analyst  at  Edward 
s  in  St.  Louis,  recently  downgraded 
)gg  to  sell.  Schumann  sees  flat  sales 
rth  and  lower  earnings  for  Kellogg 
year — and  thinks  Keebler  will  be 

to  digest,  far  outweighing  cost  sav- 
between  the  two  companies.  He  rec- 
nends  trading  Kellogg  for  strong 
/ers  like  PepsiCo  and  Hershey. 
^  50%  plunge  in  earnings  last  quar- 
ushed  Kellogg's  P/E  up  to  21  at  $25 
ire.  That's  well  above  the  peer  group 
age  of  17.  Short  it  and  cover  at  $19. 

— Christopher  Helman 
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eck  on  Streetwalker's  performance,  visit  our  Web 
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Call  the  Rollover  Specialists  at  1-800-541-2494 

Get  our  free  kit  on  managing  your  retirement  plan  distribution,  plus  profiles 
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www.troweprice.com/rollover 
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1ARKETS and  FORECASTS 

IE  OVERALL  MARKET  


-week  performance 
s  of  5/4/01 

All  II  C  Iniinul 

jrra  All-u.s.  index 
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UP  Barra  Growth  Index2 
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bP  Barra  Value  Index3 
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Sources:  Barra  Inc.:  Bloomberg  Financial  Markets. 
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3arra  All-US  price  Index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs, 
i  and  closed-end  funds  are  excluded.  Total  return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  of  more  than  300  large- 
alization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  "A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks.  Source: 
an  Stanley  Capital  International. 


IBES  INTERNET  UNIVERSE5 

RECENT 

4WKS  AGO 

1 YR  AGO 

e 

45.1 

31.8 

114.4 

panies 

319 

324 

313 

IATICINS 

kprice/sales 

2 

1 

11 

ket  value  ($bil) 

$401 

$287 

$681 

s  employee  ($thou) 

$150 

$173 

$129 

nonth  sales  growth 

104% 

108% 

188% 

1  Estimates 
s  total  ($bil) 

$89.0 

$92.2 

NA 

kprice/sales 

2 

1 

NA 

69 

41 

NA 

alization-weighted  index  of  all  U.S. -based,  publicly  traded  Internet 
erce  sites,  portals,  service  providers  and  software  companies.  Base  value 
98  =  100.  Index  ratios  and  growth  rates  are  medians.  NA:  Not  available, 
es:  Forbes;  Market  Guide  and  Thomson  Financial/IBES  via  FactSet 
irch  Systems. 

CIAL  STOCK  FOCUS 

>re's  a  high  correlation  between  a  company's  free  cash 
and  its  future  earnings,"  says  April  Klein,  an  account- 
professor  at  New  York  University,  who  defines  free 
i  flow  as  the  amount  of  cash  left  over  after  subtracting 
lends  and  operational  and  capital  expenditures.  Free 
i  flow  at  the  seven  companies  below  has  grown  signif- 
tly  over  the  last  12  months.  On  average,  Wall  Street  an- 
ts expect  these  companies  to  post  15%  annualized 
ings  growth  over  the  next  three  to  five  years. 

IPANY 

RECENT 
PRICE 

2001 
P/Es 

EPS 
CHG' 

che 

$57.67 

8 

18% 

lington  Resources 

44.28 

10 

20 

eral  Signal 

23.35 

16 

12 

SCO 

28.93 

12 

13 

on  Hotels 

11.51 

15 

13 

i  Research 

27.48 

18 

20 

idental  Petroleum 

28.97 

7 

10 

nate.  'Three-to-five-year  estimated  growth  rate. 

:es:  Thomson  Financial/IBES  and  FT  Interactive  Data  via  FactSet 

arch  Systems:  IBES  Express. 


Forbes 


vww.forbes.com  for  quotes  on  over  9,000  securities 
tock  and  mutual  fund  reports. 


MUTUAL  FUND  SPECIAL  FOCUS 


The  recent  uptick  in  energy  prices  is  benefiting  funds  that  invest  in 
natural  resource  companies.  These  five  no-load  funds  have  average  total 
returns  of  3%  so  far  this  year  versus  a  4%  decline  in  the  S&P  500. 


T0TAI  R FT  11 R N E 

ASSETS 

FUND 

3  YEARS 

9      1  YEAR 

YTD 

(SMIL) 

American  Century  Global  Nat  Res 

5.3% 

10.0% 

1.9% 

$47 

RS  Global  Natural  Resources 

0.9 

23.1 

9.1 

32 

Strong  Energy 

9.0 

21.4 

0.5 

14 

TRowe  Price  New  Era 

6.3 

15.5 

1.7 

1,136 

Vanguard  Energy 

8.2 

20.0 

2.2 

1,319 

Through  May  3.  'Annualized.  Sources:  Upper  Inc.:  Morningstar. 


ANTICIPATED  EARNINGS  SURPRISES 


Savings  and  loans  are  among  the  companies  expected  to  beat  their 
quarterly  earnings  estimates  according  to  StarMine.  Flagstar 
Bancorp's  SmartEstimate  for  the  second  quarter  is  92  cents  a  share 
versus  the  Thomson  Financial/IBES  consensus  forecast  of  88  cents. 
Similarly,  Dime  Bancorp  carries  a  SmartEstimate  that  is  a  penny  more 
than  the  overall  consensus  of  69  cents  a  share. 


COMPANY 

PRICE 

IBES 
CONSENSUS 
ESTIMATE10 

STARMINE 
SMART- 
ESTIMATE10 

EXPECTED 
REPORT 
DATE 

positive  Expected  Surprises  or  revisions 

Dime  Bancorp 

$34.15 

$0.69 

$0.70 

7/12/01 

Flagstar  Bancorp 

23.50 

0.88 

0.92 

7/19/01 

Golden  West  Financial 

58.55 

1.13 

1.16 

7/18/01 

Meridian  Gold 

7.85 

0.09 

0.10 

7/20/01 

New  Jersey  Resources 

42.74 

0.21 

0.23 

7/19/01 

Trigon  Healthcare 

58.95 

0.92 

0.96 

5/11/01 

Negative  Expected  Surprises  o 

Adtran 

27.36 

0.17 

0.14 

7/17/01 

Herman  Miller 

26.50 

0.39 

0.37 

6/29/01 

Kmart 

10.54 

-0.06 

-0.08 

5/17/01 

Morgan  Stanley  Dean  Witter 

67.35 

0.94 

0.88 

6/22/01 

Timberland 

48.67 

0.28 

0.26 

7/20/01 

Value  City  Department  Stores 

8.35 

-0.34 

-0.40 

6/8/01 

Data  as  of  May  4,  '"Current  quarter.  Sources:  StarMine: 
Interactive  Data  via  FactSet  Research  Systems. 


Thomson  Financial/IBES  and  FT 


FORBES"  May  28,  2001  207 


SjlwI  FORECASTS 


^flWORTHY  NEW  ISSUE  IN  REGISTRATION 


In  the  second-largest  new  issue  in  U.S.  h 
Foods  plans  to  raise  $8  billion  with  a  280- 
million-share  offering  in  mid-June. 
Kraft,  presently  a  subsidiary  of  Philip 
Morris,  is  the  largest  U.S. -branded 
food-and-beverage  concern.  The  com- 
pany sells  such  well-known  brands  as 
Kool-Aid,  Oscar  Mayer  and  Jell-O.  Ac- 
cording to  AC  Nielsen,  Kraft  products 


istory  Kraft    enjoy  a  99%  penetration  in  U.S.  households.  Last  y$ 
the  company  earned  $1.8  billion  on  sales  of  $35  | 
lion.  "They  have  very  strong  cash  flow  to  supp< 
operations,"  says  Melanie  Hase,  analyst  at  R 
naissance  Capital,  "and  if  there's  excess  cai 
they'll  use  it  for  acquisitions."  Kraft  will  st; 
paying  a  52-cent  annual  dividend  in  Octob 
Hase  notes  that  if  the  deal  is  priced  at  $28.50, 
expected,  the  stock  will  have  a  yield  of  1.8%. 


Jhe  LfS.  Economy 


Automobile  sales1  (mil) 


Inflation 

CPI  services  (unadjusted )  (%  chg) 


Currency 

German  marks  per  dollar 


FORBES/BRIDGE  CONSENSUS  ECONOMIC  FORECAST 


Capacity  utilization  i 


New  housing  starts2  (thou) 
Retail  sales3  ($bil) 


Trade  balance4  ($bil) 


Unemployment  rate5  (%) 
Gross  domestic  product  (%  chg) 


CPI  total  (unadjusted )  (%  chg) 


Prices 


CRB-Bridge  spot  indexes 


Gold  per  troy  ounce  ($) 


Oil/bbl  W  Texas  Intermediate  ($) 


Yen  per  dollar 


Dollars  per  euro 


Interest  rates 


30-year  Treasury  yield  (%) 


3-month  Treasury  yield  (%) 


JiCIliAL 


2000 
17.8 


LATEST 


17.5"  mar 


80.6 


79.4 


mar 


1,593 


1,578*  p  mar 


2,427       2,453' p  mar 


-369 


-374'  p  feb 


4.0 


4.5  apr 


5.0 


2.0G    p  10 


3.9 


4.4*  mar 


3.4 


2.9*  mar 


223.99  229.24 


272.00  266.10 


26.83 


28.38 


2.08 


2.19 


114 


121 


0.94 


0.89 


5.46 


5.68 


5.90 


3.73 


2001  ESTIMATE 


MEAN 


4-WK  CHG 


16.3 


1.1% 


79.3 


-0.3 


1,558 


1.5 


2,406 


-0.5 


-411 


-0.7 


4.6 


2.0 


2.1 


-12.1 


3.4 


3.3 


3.0 


2.4 


220.96 


-2.3 


271.66 


-2.1 


26.46 


0.3 


2.11 


1.4 


124 


2.7 


0.92 


-2.1 


5.50 


1.3 


4.49 


-6.3 


"12  months,  p:  preliminary.  Autos,  light  and  heavy  trucks,  includes  imports.  Source:  Ward's  Automotive  Yearbook.  Total  sin- 
gle and  multiple  family,  seasonally  unadjusted.  'Excluding  auto  sales,  seasonally  adjusted.  Total  goods  and  services,  seasonally 
adjusted.  5Percent  of  civilian  labor  force.  Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 


Federal  Funds  Watch 


RATE  INCREASE 


RATE  DECREASE 


Current  rate:  4.5% 

Next  FOMC  meeting:  May  15. 


Unlike!?  Liki 


Likely    Unlikely  Tikely 


Change  in  estimates  for  GDP 


Current:  3176 
2-wk  change 


S~*^mm*0-*0^\  3.5% 

V  3.0 

2001  real  GDP  growth 
estimates 

2.5 

2000 

200lS 

2.0 

J   J    A  S  0   N  0 

J   F  M 

A  M 

economists  have 
lowered  their 
forecast  for 
2001  GDP 
growth  39%. 


ECONOMY  WATCH 


So  far  this  year  the  Standard  &  Pi 
subindex  of  big  pharmaceutical  f 
is  down  11%,  but  Instinet  econon 
expect  stocks  in  this  index  to  rebc 
in  the  second  half  of  the  year.  I 
son?  According  to  Instinet  data, 
stocks  have  historically  beat  the 
500  by  nearly  8%  in  five  of  the 
seven  post-presidential-elec 
years.  For  example,  starting  in  Jj 
ary  1989,  after  the  1988  election, 
stocks  beat  the  S&P  500  by  17% 
Clnseup:  Price  changes  in  pharmaceutical  sti 


Price  change  in  S&P 
pharmaceutical  index 


.  ..1,1, 

YTD 

73    77    81    85    89    '93    '97  01 

Data  as  of  May  4.  Source:  Instinet  Research. 
www.lnstinetResearchWorks  com 

FORECASTING  GLOBAL  MARK 


YEAR 


EPS  CHANGE  EXPE 
ESTIMATED       VERSUS  YEAR-T 
P/E       3  MONTHS  AGO  EPSGI 


S&P  500 

2001  23 

-8.7% 

2002  20 

-7.4  1 

MSCI  World-ex  U.S. 

2001  21 

-4.9 

2002  18 

-3.9  1 

IBIS  FSTIMATES:  RATIO  OF  INCREASES/DECR! 

2001  2 

S&P  500 

0.61  ( 

MSCI  World-ex  U.S. 

0.61  ( 

rising,  estimates 

Fill  INC  ESTIMAT 
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Argentina 

Chile 

Mexico 

Denmark 

Philippines 
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Sweden 

Russia 

United  States 

Source:  Thomson  Financial/IBES. 
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HE  SPOKE  FERVENTLY  OF  HIS  VISION 
OF  A  CHAIN  OF  -MULTI -LEVEL.  PANCAKE 
HOUSES  JN  EVERY  MAJOR  CITY  IN 
THE  NETHERLANDS.-. 

While  long-range  business  plans  are  crucial  to  company  growth,  many  could 
>eneflt  from  objective  analysis.  For  a  candid  assessment  of  short-  and  long-term 
(usiness  needs,  in  industries  ranging  from  aerospace  to  technology,  talk  to  First  Union 
•ecurities,  the  nation's  leading  capital  markets  provider  to  growing  companies. 

SECURITIES 

A  powerful  ally. 

>n  Securities  is  the  trade  name  under  which  First  Union  Corporation  conducts  its  investment  hanking,  securities  and  capital  markets  husinesscs  through  Us  bank  and  non-bank 
es,  including  First  Union  Securities,  Inc.  ("FUSI"),  member  NASD,  NYSE  and  S1PC,  and  the  institutional  finance  divisions  of  First  Union  National  Bank  ("FUNB").  ©2001  First  Union  Corp. 
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The  Contrarian  By  David  Dreman 


Where  Is  the  Bottom? 


ARE  WE  AT  THE  BOTTOM?  IF  WE  ARE,  THE 
strategy  is  disarmingly  simple.  Load  up  on 
stocks,  particularly  beaten-up  tech  issues,  and 
hang  on  as  they  rocket  upward.  Trouble  is  no- 
body knows  where  the  Nasdaq  or  the  S&P  500 
will  bottom.  Some  folks  believed  the  Nasdaq  did  so  in 
spring  2000  when  it  dropped  from  over  5000  in  March  to 
3500  in  late  April.  Others  believed  it  saw  its  nadir  last  De- 
cember, when  it  sank  below  2500. 

More  recently  many  ex- 
perts said  Nasdaq  reached  its 
low  point  this  April,  when  it 
flirted  with  1600  before  re- 
bounding to  2200  in  one  of 
the  sharpest  rallies  in  the 
index's  history. 

All  the  past  year's  bottoms 
proved  optimistic.  Investors 
going  in  at  these  supposedly 
bargain  prices  saw  their  port- 
folios decimated.  The  unpleasant  truth  is  that  nobody 
knows  when  a  bottom  is  made  until  months,  and  sometimes 
years,  after  the  event. 

How  then  do  you  play  a  market  that  appears  deceptively 
cheap  but  has  a  demonstrated  record  of  going  much  lower? 
First,  forget  about  where  the  unknowable  bottom  is.  Con- 
centrate instead  on  individual  issues  that  have  fallen  so 
much  that  they  present  excellent  value  on  their  fundamen- 
tals, regardless  of  what  happens  to  a  stock  index.  In  a  highly 
volatile  environment  good  opportunities  come  along  sur- 
prisingly often  as  temporary  bad  news  pushes  analysts  to 
recommend  selling  at  virtually  any  price.  Here  are  two  ex- 
amples of  how  well  this  strategy  can  work: 

Near  the  end  of  1999  I  recommended  R.J.  Reynolds  at 
22.  At  this  price  the  stock  was  battered  so  badly  it  had  a 
14.2%  dividend  yield.  One  clue  many  missed  about  the  to- 
bacco outfit's  inherent  strengths:  Investors  considered  its 
bonds  to  be  safe  enough  to  justify  a  meager  8%  yield.  In 
other  words,  Reynolds  bondholders  were  willing  to  take  lit- 
tle more  than  half  the  return  the  company  was  paying  its 
shareholders — something  that  rarely  happens.  When  the 
company's  fundamentals  proved  to  be  much  better  than 
panicky  analysts  had  believed,  Reynolds  rose  120%  by  year- 
end  2000,  while  die  S&P  500  fell  9%  in  price  terms.  The  cur- 
rent Reynolds  price  is  higher  yet:  60. 

Or  take  Best  Buy.  In  December  2000  the  electronics  re- 


The  market's 
course  overall 
doesn't  matter. 
Pick  stocks  with 
top  fundamentals. 


tail  chain  had  fallen  to  a  one-fourth  of  its  12-month 
after  announcing  that  fourth-quarter  sales  were  sloi 
The  market  thought  Best  Buy's  glory  days  of  20%' 
earnings  growth  were  over.  Yes,  sales  growth  was  decel 
ing  with  the  rest  of  the  economy.  But  Best  Buy's  eari 
still  increased  1 5%  last  year,  and  there  is  reason  to  ej 
another  13%  to  15%  gain  this  year.  The  stock  has  . 
more  than  doubled  to  55,  while  the  S&P  is  down  a  fu. 
8.7%  since  early  December. 

This  strategy,  how 
doesn't  necessarily  app 
technology  stocks  witl 
earnings  growth  histori 
they  never  made  mc 
chances  are  that  they  v 
come  back — amen.  Bu 
strategy  works  for  the  i 
established  techs  that 
been  crunched  to  a  fracti< 
their  former  valuations. 
Two  blue-chip  semiconductor  issues,  Motorola 
Texas  Instruments  (see  story,  p.  84),  were  blasted  as  mu 
75%  from  their  12-month  highs  before  recovering 
lately.  With  earnings  dropping  rapidly  amid  flagginj 
mand  for  chips,  they  still  are  expensive.  Texas  Instrun 
trades  at  109  times  2001  estimates,  while  Motorola  fete 
P/E  of  133  for  this  year.  The  companies  probably  are  rea 
able  buys  near  their  recent  low  prices,  10  for  Motorola 
26  for  Texas  Instruments.  They  are  strong  buys  at  p 
10%  to  15%  lower. 

The  same  goes  for  other  tech  names.  If  analysts' 
mates  are  correct,  many  top -grade  tech  stocks,  such  as  C 
Dell,  Juniper  Communications,  EMC  and  Ciena,  are  stil 
expensive,  in  spite  of  the  drubbings  they've  taken.  Wit] 
present  volatility  in  tech,  you  likely  will  see  these  leader 
come  more  affordable.  Patience  pays  in  a  bear  market. 

During  this  period  other  opportunities  have  prese 
themselves.  At  the  same  time  that  tech  stocks  were  ral 
this  spring,  many  good  value  issues  were  getting  kno 
down  10%  to  15%.  I  can  think  of  some  that  will  show  ( 
ings  growth  of  10%' or  more  this  year,  far  eclipsing  the  ! 
earnings.  Freddie  Mac  (64,  FRE),  a  wholesaler  of  sorts  ii 
home  mortgage  lending  market,  trades  at  17  times  tra 
earnings  and  yields  1.3%.  Savings  bank  Washington  Mi 
(51,  WM)  has  a  P/E  of  13  and  a  yield  of  1.3%.  They  both 
sent  good  value  today. 


PVlfhf  Q  I  "av'<1  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contrarian  Investment  Strategies:  Th 
•A*  ^—..cn,  Generation.  Find  past  columns  at  www.forbes.com/dreman. 
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Markets  change, 
onds  fluctuate.  Stocks  slide. 

You  need  an  asset  manager  who  never  flinches. 


i 


ctory 

al  Management 
OT7 


At  Victory  Capital  Management,  we  believe  changes,  fluctuations,  even 
devaluations  bring  opportunity.  We  approach  this  market  with  patience.  We 
seek  long-term  returns  for  each  investment  and  each  investor.  We  plan  carefully 
based  on  discipline  and  in-depth  research.  Even  in  unpredictable  markets,  we 
manage  risk  responsibly.  All  to  achieve  remarkable  returns. 

Call  Victory  Capital  Management  today.  1  -877-660-4400. 

Investment  Management  •  Mutual  Funds  •  Securities  Lending 

Victory  Capital  Management  Inc.  is  a  member  of  the  Key  financial  network. 
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By  Laszlo  Birii 


Age  of  Confusion 


r 


|  HIS  IS  AN  ENORMOUSLY  CONFUSING  TIME  TO  BE  AN 
investor.  Economic  growth  is  stronger  than  many 
had  expected,  yet  company  after  company  keeps 
posting  earnings  warnings.  Wall  Street  strategists 
still  issue  rosy  oudooks  for  the  overall  market,  but 
the  analysts  for  individual  companies  are  more  pessimistic. 
One  respected  analyst  published  a  list  of  stocks  that  had  met 
historical  valuation  parameters  only  to  see  it  lose  25%  in  a 
month;  the  next  month  his  list  lost  another  25%. 

So  if  you  are  confused  and 
frustrated,  welcome  to  the 
club.  Part  of  the  confusion  is, 
as  I  detailed  in  my  Apr.  2  col- 
umn, a  function  of  Securities 
&  Exchange  Commission- 
mandated  rule  changes. 

Like  decimalization.  Traders 
daily  regale  me  with  their  diffi- 
culties buying  and  selling  stocks 
when  bids  and  asks  differ  by 
just  a  penny.  My  trader  friends  are  leery  of  entering  large  buy 
orders  at,  say,  $35.05  because  some  sharpie  may  bid  $35.06 
with  the  comfort  of  knowing  that  my  friends  are  standing  by, 
hungry  for  the  stock.  That  single  cent  limits  the  sharpie's  risk. 

Another  confusion  maker  is  the  new  Regulation  FD, 
which  really  is  leaving  the  average  investor  no  better  off  than 
before.  The  SEC  now  forbids  analysts  from  passing  along  in- 
formation about  a  company's  negatives  and  positives  to  a 
Fidelity,  Putnam  or  Alliance  Capital  unless  the  general  pub- 
lic is  alerted  simultaneously.  So  now,  the  SEC  argues,  analysts 
must  develop  information  the  old-fashioned  way. 

Okay,  if  an  analyst  visits  competitors,  reads  trade  jour- 
nals and  otherwise  develops  a  unique  insight,  he  can  then 
tell  Fidelity,  Putnam  or  Alliance  Capital — and  no  one  else — 
with  impunity.  And  thanks  to  Reg  FD,  the  big  companies 
today  seldom  report  earnings  during  trading  hours.  This 
often  causes  significant  dislocations  in  the  after-hours  mar- 
kets. God  help  you  if  you  trade  then. 

Confusion  also  reigns  because  historical  guidelines  are 
misleading  nowadays.  Take  the  idea  of  capitulation,  which  is 
when  the  marginal  investors  are  purged  of  any  desire  to  ever 
own  stock.  The  result  of  a  climactic  selloff,  capitulation  sig- 
nals a  market  bottom. 

This  sounds  good  but  is  not  necessarily  valid.  No  one 
ever  really  knows  when  we've  hit  bottom  until  afterward.  On 
Aug.  12,  1982  the  market  slump  reached  its  low  point,  and 


Don't  be  rattled  by 

the  contradictions 

f 

in  the  market's 

direction.  There 

are  good  buys. 

three  days  later  the  New  York  Times  had  a  lengthy 
"Dark  Days  on  Wall  Street,"  that  stated:  "The  long  bea 
ket  seems  to  be  entering  its  final  phase.  The  end  could 
olent  but  also  cathartic."  While  the  end  was  in  sight,  w 
posedly  were  not  there. 

Well,  while  we  are  waiting  for  the  last  cathartic 
2001,  Nasdaq  rallied  33%  in  the  ten  days  beginning  Ap 
the  strongest  move  by  a  major  market  index  in  65 
Temporary  bear  market  rally  or  no,  this  seemed  to  sc 

talk  of  capitulation. 

Another  historical  £ 
line  is  that  Fed  actions 
the  market.  That  mean 
its  current  spate  of  rat 
will  save  the  day.  Will  it : 
Not  necessarily.  With 
studies  contradictory  o 
point,  we  did  our  own- 
still  found  no  consisted 
December  1990  the  Fe 
the  discount  rate  for  the  first  time  in  four  years.  A  yea 
computer  stocks  were  down  18%.  In  October  1998  the 
a  cut  in  both  the  discount  rate  and  federal  funds  rate, 
year  hence  computer  stocks  were  up  69%.  In  the  mix 
environment  of  2001,  that  means  don't  look  for  an; 
resolutions. 

Amid  all  the  confusion  lately  I'm  still  going  to 
some  calls.  Expect  the  broad  stock  market  to  go  up 
near  future  as  it  sees  nontech  corporations  digest 
overly  ambitious  inventories.  Nasdaq,  burdened  by 
aching  problems,  such  as  huge  overcapacity,  will  no 
But  the  worst  of  its  decline  is  probably  over. 

While  the  fog  still  swirls  around  us,  there  are  some 
stocks  to  own.  Financial,  energy  and  a  narrow  selecti 
technology  issues  offer  your  best  odds  for  market  gain 

Aside  from  the  financial  stock  picks  I  made  in  my . 
column,  opt  for  the  larger  banks — Citigroup  (51,  C 
Morgan  Chase  (50,  JPM)  and  Bank  of  America  (56,  BAC 
well  as  Fannie  Mae  (79,  FNM).  In  energy,  the  drilling  e 
ment  provider  BJ  Services  (76,  BJS),  explorer-proi 
Anadarko  Petroleum  (62,  APC)  and  giant  ExxonMobi 
XOM)  are  good  ideas. 

My  caution  in  tech  is  far  from  absolute.  Thus  far  thi 
an  S&P  500  stock  with  a  deservedly  impressive  gi 
Microsoft  (71,  MSFT).  The  software  leader  is  a  nice  vehii 
which  to  reenter  tech,  and  its  rise  isn't  over. 


forVlf*^  I  '■asz'°  B'r'ny'  Jr.  is  president  of  Birinyi  Associates,  a  Westport.  Conn. -based  financial  consulting  firm.  Web  site:  www.lbirinyi.com. 
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YesT  But  By  James  Rrant 

The  Great  Flood 


IOHN  CHAMBERS,  CHIEF  EXECUTIVE  OF  CISCO 
Systems,  blames  the  troubles  of  the  high-tech  sec- 
tor on  a  "hundred-year  flood."  He's  right  about 
the  flood.  The  U.S.  was  inundated  with  credit.  The 
rising  waters  boosted  consumption,  incited  specu- 
n  and  stimulated  capital  investment.  Now  the  liquidity 
:eding.  What  happened?  What  can  be  done  to  restore 
inancial  water  table? 

attention,  Federal  Open  Market  Committee:  No  mone- 
policy  measure  alone  can 
z  back  the  boom.  The  in- 
ensable  medicine  is  the 
age  of  time.  Through 
d,  haste  and  the  system- 
nispricing  of  risk,  money 
sent  where  it  didn't  be- 
.  Now  comes  the  essential 
ness  of  repricing  the  in- 
nent  errors. 

'he  longest  business  ex- 
ion  in  American  history  has  had  the  paradoxical  effect 
idermining  the  American  credit  structure.  For  example, 
nedian  corporate  bond  rating  stands  at  BBB,  or  weak  in- 
nent  grade,  the  lowest  since  1981,  the  first  year  for 
h  this  particular  statistic  is  available.  Also,  just  28%  of 
jnk-bond  universe  holds  the  top  junk  rating,  according 
[oody's  Investors  Service,  the  lowest  proportion  in  at 
80  years,  a  span  including  the  Depression, 
is  for  the  banking  system,  says  First  Manhattan  Con- 
lg  Group,  basic  liquidity  measures  are  the  weakest  since 
ist  the  early  1990s  (the  loan-to-deposit  ratio,  at  more 
92%,  may  be  the  highest  ever).  No  wonder  that  needy 
Qwers  are  being  turned  away  from  banks  and  the  junk- 
l  market.  The  lenders  are  needy,  too. 
uddles  of  liquidity  began  to  form  in  the  early  1990s.  By 
they  were  waist  deep  and  rising.  On  this  rising  tide  was 
I  every  conceivable  boat,  even  the  ones  with  holes  in  the 
>ms.  Many  of  these  craft — telecom  businesses,  Internet 
ms,  health  care  providers,  funeral  home  chains,  movie 
:er  companies — today  lie  beached, 
ome  appreciation  of  the  derangement  of  the  late- 1990s 
t  markets  may  sustain  an  investor  through  the  disap- 
tments  of  2001.  The  great  cycle  of  credit  is  symmetrical: 
e  is  mass  delusion  at  each  extreme  pole. 
)ne  delusion  of  the  boom  was  that  an  11%  coupon 
i  compensate  a  creditor  for  the  risks  of  lending  to  busi- 


ness inventors  and  business  plan  publishers.  Thus,  in  1998 
and  1999  PSINet,  an  Internet  service  provider,  raised  $2.2 
billion  in  the  U.S.  corporate  bond  market.  As  recently  as 
June  2000  its  stock  traded  at  $34  per  share  (see  story,  p.  66). 
Now  it's  at  18  cents.  The  bonds — safe  senior  claims — are 
quoted  at  2  cents  on  the  dollar. 

Surveying  the  length  and  breadth  of  the  distressed  and 
bankrupt  securities  arena,  Shelby  S.  Werner,  principal  of 
Whippoorwill  Associates  in  White  Plains,  N.Y.,  declares  it 

the  most  opportunity-laden 
since  1990.  Salvage  investors 
can  thank  the  late- 1990s  cred- 
itors, especially  those  in  1997, 
who  gave  so  much  and  asked 
so  little. 

It  was  in  1997  that  Irid- 
ium, the  doomed  mobile-tele- 
phone venture,  raised  hun- 
dreds of  millions  despite 
warning,  in  31  pages  of  pro- 
spectus risk  language,  that  the  business  model  had  certain 
fundamental  problems.  For  instance,  the  phones  didn't 
work  very  well  indoors,  where  most  of  the  world's  business 
is  conducted.  Also  in  1997,  lenders  at  U.S.  banks  continued 
in  their  free  and  easy  ways,  a  trend  in  place  since  1993,  ac- 
cording to  the  Fed's  senior  loan  officer  survey.  And  junk- 
bond  investors  settled  for  some  of  the  lowest  compensation 
of  the  decade:  The  premium  of  junk  yields  to  Treasurys  av- 
eraged just  263  basis  points,  against  840  today. 

In  1997  debt  issuance  ballooned  and  bank  stocks  soared. 
Within  the  space  of  three  months,  assets  of  the  John  Hancock 
Regional  Bank  Fund  surged  from  $1.4  billion  to  $5.2  billion. 
Money  poured  into  junk-bond  mutual  funds.  Heralds  of  the 
new  age  proclaimed  that  the  business  cycle  was  kaput.  The 
junk-bond  default  rate  plunged  to  an  18 -year  low. 

Now,  amid  200  l's  credit  detritus,  we  see  there  was  no 
new  age,  only  an  outsize  version  of  the  old  cycle.  The  market 
was  in  the  process  of  grossly  miscalculating.  The  errors  com- 
mitted were  those  of  overoptimism  and  enterprise.  Good 
old  American-style  blunders,  you  might  say.  The  nature  of 
these  problems,  though,  does  not  reduce  their  price  tag. 

Since  time  out  of  mind,  borrowers  and  lenders  have 
overdone  it,  only  to  underdo  it.  Like  the  Mississippi,  the 
credit  cycle  is  eternal.  The  Federal  Reserve  can  sandbag 
the  towns  along  the  river's  banks,  but  it  can't  redirect  the 
current.  F 
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TAXOL  IS  ONE  OF  THE  MOST  Suc- 
cessful cancer  drugs  ever  produced. 
Since  1992  it  has  added  months  to  the 
lives  of  800,000  patients  with  cancers 
of  the  breast,  ovary  or  lung.  It  now 
turns  in  $1.5  billion  a  year  in  revenue 
for  maker  Bristol-Myers  Squibb. 

But  Taxol,  known  chemically  as  paclitaxel,  is 
no  wonder  drug.  Part  of  a  family  known  as  tax- 
anes,  paclitaxel  is  blunt  chemotherapy  that  kills 
healthy  cells  alongside  tumorous  ones.  It  causes 
often  debilitating  side  effects,  such  as  nausea, 
low  blood  count  and  hair  loss.  It  seems  power- 
less against  some  cancers,  including  colon  can- 
cer. And  when  Taxol  fails  to  kill  off  all  cancerous 
cells,  a  tumor  can  grow  back  with  resistant  mu- 
tations, unimpeded  on  its  morbid  path. 

Now,  after  years  of  fruitless  efforts  to  deal 
with  taxanes'  shortcomings,  Bristol-Myers  and 
rival  Aventis  (which  produces  another  taxane 
called  docetaxal,  under  the  name  Taxotere) 
each  have  promising  new  variations.  A  parallel 
quest,  pursued  by  Bristol-Myers  and  Novartis, 


April  an  appeals  court  rejected  Bristol's  claims 
that  Ivax  had  infringed  on  its  patents  for  a  deliv- 
ery system  for  the  drug;  the  case  is  pending. 
(Aventis'  Taxotere,  with  annual  sales  of  $670 
million,  has  patents  lasting  until  201 1.) 

Researchers  at  the  National  Cancer  Institute 
first  discovered  paclitaxel's  promise  in  1963,  but 
it  never  inspired  much  enthusiasm  among  drug 
companies  because  of  a  looming  supply  prob- 
lem. Paclitaxel  comes  from  the  Pacific  yew,  a 
small,  slow-growing  fir  found  in  small  pockets 
in  the  Pacific  Northwest.  (Docetaxel  comes  from 
the  European  yew.)  Devising  a  synthetic  version 
is  difficult  because  the  chemical  is  exceedingly 
complex,  marked  by  concentric  rings  of  carbon, 
hydrogen,  nitrogen  and  oxygen. 

But  in  1991  Bristol-Myers  contracted  with 
the  National  Cancer  Institute  to  develop  the 
drug  anyway,  in  exchange  for  exclusive  market- 
ing rights  that  expired  last  year.  They  success- 
fully designed  a  semisynthetic  version  by  1995, 
gleaning  insights  into  the  molecule  that  would 
be  invaluable  in  building  better  ones  later. 


IN  EARLY  TRIALS  THESE  NEW  TAXANES  HAVE  SHRUNK 
OR  DESTROYED  TUMORS  RESISTANT  TO  OTHER  DRUGS. 


has  yielded  a  new  class  of  drugs  called 
epothilones — culled  from  bacteria  found  in 
dirt — that  could  prove  to  be  far  more  effective 
against  drug-resistant  tumors. 

In  early  clinical  trials  all  of  these  new  reme- 
dies have  shrunk  or  destroyed  tumors  that  oth- 
erwise resist  taxanes.  One  Aventis  entry  could 
become  the  first  chemotherapy  effective  against 
tumors  that  have  traveled  to  the  brain.  If  any  of 
these  compounds  emerge  as  an  effective 
drug — and  all  could  falter  later  in  larger  human 
trials — it  could  let  patients  slow  the  progression 
of  their  disease  for  months  and  possibly  years. 

"If  these  drugs  deliver  what  they  promise, 
they  are  going  to  be  big,"  says  Renzo  Cannetta, 
Bristol's  oncology  trials  chief.  "We  have  a  couple 
of  molecules  that  in  the  clinic — not  just  in  the 
lab,  but  in  the  clinic — seem  to  keep  up  with  the 
prediction  that  they  could  be  better  than  Taxol." 

Bristol-Myers  needs  a  big  score.  Taxol  sales 
grew  40%  a  year  since  1993,  but  they  fell  14%  in 
the  first  quarter.  That's  because  rival  Ivax  intro- 
duced the  first  generic  version  last  fall,  after  Bris- 
tol lost  a  bitter  battle  to  keep  it  off  the  market.  In 


Taxanes  and  epothilones  work  by  crippling 
cells'  ability  to  divide.  The  drugs  bind  to  rod-like 
structures  inside  the  cell  called  microtubules 
that,  like  moving  train  tracks,  help  chromo- 
somes arrange  and  split  in  two  during  cell  divi- 
sion. Binding  freezes  the  microtubules,  halting 
division.  The  cell  quickly  dies.  (Healthy  dividing 
cells  are  killed  along  with  tumors,  leading  to  side 
effects.  While  most  adult  cells  divide  rarely,  gas- 
trointestinal, blood  and  hair-producing  cells  di- 
vide often.  Bathed  in  taxanes,  they  die,  causing 
nausea,  low  blood  counts  and  hair  loss.) 

Some  cancers,  though,  are  armored  against 
taxanes:  Their  cell  membranes  carry  a  multiple- 
drug- resistance  pump  that  identifies  taxanes  as  a 
threat  and  pumps  them  out  before  they  can  in- 
filtrate the  cell.  Even  when  a  tumor  is  all  but 
eliminated  by  Taxol,  a  few  cells  with  mutated 
microtubules  that  are  invulnerable  to  the  drug 
can  remain,  growing  into  more  deadly  tumors. 

In  an  attempt  to  elude  the  pesky  pumps  and 
overcome  mutations,  Bristol-Myers  scientists  en- 
gineered more  than  1,200  taxane  molecules. 
Using  three-dimensional  images  of  microtubules 
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and  taxanes,  projected  like  a  hologram 
into  the  middle  of  a  conference  room, 
researchers  systematically  manipulated 
the  drug's  chemical  arms  and  legs  to 
find  a  structure  that  might  bind  better  to 
both  normal  and  mutated  microtubules. 
The  more  promising  candidates  were 
then  cooked  up  and  injected  into  a  test 
tube  holding  a  notoriously  resistant 
form  of  ovarian  cancer  preserved  from 
years  ago.  The  surviving  compounds 
were  then  tested  against  tumors  in  mice 
and  dogs. 

After  six  years  Bristol-Myers  has 
narrowed  the  hunt  to  two  drugs, 
BMS 184476  and  BMS 188797.  In  Sep- 
tember 1999  Daniel  Sullivan,  an  on- 
cologist at  the  Moffitt  Cancer  Center 
in  Tampa,  gave  the  latter  chemical  to  a 
patient  with  kidney  cancer.  "Kidney 
cancer  doesn't  generally  respond  to 
much,  but  this  patient  was  treated  for 
nine  months  and  continued  to  re- 
spond the  entire  time,"  he  says.  Tu- 
mors in  her  lungs  shrank,  a  large  ab- 
dominal mass  stopped  growing  and  a 
year  after  ending  therapy  her  cancer 
was  still  in  remission. 

Aventis'  taxane,  called  109881,  is 
slightly  different,  with  a  knack  for 


Down  the  Microtubes 


Taxanes  attack  cancerous  and  healthy 
cells  by  crippling  their  ability  to  divide. 
These  intricate  molecules  gum  up  the 
microtubules  that  assist  in  splitting 
chromosomes.  Cells  die  soon  after. 


Cancer  cell 
preparing  to 

'  Microtubules 


Molecular  structure  of  microtubule 


Taxanes  binding  to  microtubule 


Microtubules 
frozen  in 
place,  caus- 
ing eventual 
cell  death 


wasn't  responding  to  paclitaxel  or 
treatments.  With  epothilone,  her  c 
disappeared  entirely  after  three  m 
and  remained  in  remission  for  an 
two  months.  "This  is  one  of  the 
promising  drugs  to  come  along  in 
time,"  Spriggs  says.  "We're  going 
testing  it  in  melanoma,  lung  ca 
ovarian  cancer,  breast  cancer.  I  thii 
going  to  be  better  than  Taxol." 

Skeptics,  however,  question  the 
efit  of  tweaking  Taxol  to  squeez 
more  potency.  Eric  Rowinsky  o 
Antonio's  Institute  for  Drug  Dev 
ment  championed  Taxol  back  i 
late  1980s  when  many  had  given  i 
it.  He  is  now  testing  one  of  Br: 
Myers'  new  taxanes,  but  he  doubi 
original  can  be  improved  upon. 

"Everyone  and  their  brothe 
looked  at  taxane  analogs,  and 
have  ended  up  on  the  shelf,"  he  sa 
don't  think  that's  where  we  shouk 
our  eggs  in  cancer  chemotherap; 
should  be  looking  at  new  targ 
Rowinsky  believes  better  results 
come  from  developing  drugs 
would  alter  signals— often  corrupt 
cancerous  cells — that  tell  cells  to  d 
or  trip  their  suicide  mechanism 


"WE'RE  GOING  TO  BE  TESTING  IT  IN  MELANOMA,  LUNG  CANCER,  OVARIAh 
AND  BREAST  CANCER.  I  THINK  IT'S  GOING  TO  BE  BETTER  THAN  TAXOL." 


squeezing  through  what  is  known  as 
the  blood-brain  barrier,  a  tight  network 
of  cells  with  drug-resistance  pumps 
that  line  the  capillaries  in  the  brain.  The 
brain  is  often  cancer's  safe  haven,  where 
tumors  continue  to  flourish  even  after 
a  blast  of  chemo  has  been  injected  else- 
where in  the  body. 

Bristol-Myers  and  Aventis  also  are 
working  separately  on  taxanes  that  can 
be  administered  orally,  instead  of  in 
hour-long  intravenous  doses.  Doctors 
hope  small,  regular  oral  doses  can  pre- 
vent the  formation  of  capillaries  that 
feed  a  tumor's  growth.  "We're  trying  to 
get  to  a  point  where  people  are  dying 
with  cancer,  not  of  cancer,"  says  Robert 
Kramer,  Bristol-Myers'  head  of  oncol- 
ogy drug  discovery. 


Epothilone  has  the  potential  to  be 
even  more  effective  against  taxane  resis- 
tance because  it  has  a  different  chemi- 
cal structure  that  may  let  it  bind  better 
with  microtubules. 

Epothilone  comes  from  a  strain  of 
myxobacteria  found  in  dirt;  researchers 
discovered  it  had  a  lethal  ability  to  wipe 
out  other  microorganisms  in  its  vicinity. 
In  1995,  while  looking  for  paclitaxel-like 
compounds,  Merck  was  the  first  to  show 
that  epothilone  binds  to  microtubules, 
but  the  company  didn't  pursue  it. 

David  Spriggs,  a  clinical  oncologist 
at  Memorial  Sloan-Kettering  Cancer 
Center  in  New  York,  is  testing  Bristol- 
Myers'  epothilone,  called  BMS247550. 
Spriggs  gave  the  drug  to  a  patient  with 
advanced-stage  abdominal  cancer  who 


other  promising  area  is  in  learni] 
kill  the  capillaries  that  feed  tumor; 

But  such  major  breakthrough 
years  away,  and  patients  need 
today.  That  is  why  Robert  Kramer, 
tol's  oncology  chief,  focuses  on  the 
term  even  though  he  wishes  he  c 
devote  himself  solely  to  chasing  a 
cer  panacea.  "You  have  patients  si 
ing  up  at  doctors'  offices  every  day 
three  to  six  months  to  live.  Wha 
you  going  to  give  them?"  he  says. 
Taxol-tweaking  and  related  agents 
the  only  ones  showing  some  chan 
increasing  survival." 

In  cancer's  grim  world,  where 
cess  is  measured  in  terms  of  < 
months  spent  with  loved  ones,  ch; 
this  good  are  plenty  to  go  on. 
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Automotive 

1.  Toyota  Motor  North 
America 

www.toyota.com/tomorrow 

Acts  f 3 
1-800-TO-ACURA 
www.acura.com 

2.  American  Honda  Motor 
Company 
1-800-33-HONDA 
www.honda.com 

3.  DaimlerChrysler 
www.daimlerchrysler.com 

Business  Opportunity 

4.  CORF  Licensing  Services 

1-800-511-7036 
www.corf.com 

Business  to  Business 

5.  JO  Edwards 

www.jdedwards.com 

6.  Sharp  Electronics  Corp. 

1-877-78-connect 
www.sharp-usa.com 

Computer/Technology 

J-Expedia.com 

www.Expedia.com 

7.  Fujitsu  PC  Corporation 

1-877-FPCDIRECT 
www.fujitsupc.com 
NCR  Corporation 
www.ncr.com/careers 
Consumer  Products/Services 

8.  Callaway  Golf 

1-800-228-2767 
www.callawaygolf.com 

9.  Cessna  Single  Engine 
1-877-FLY  B  FREE 
www.cessna.com 

10.  Duke  Energy 
www.duke-energy.com 

11.  Lexus 
1-800-USA-LEXUS 
www.lexus.com 

12.  Toyota  Motor  Sales  USA 
1-800-GO-TOYOTA 
www.toyota.com 

e-business  services 

13.  Cysive,  Inc. 

1-800.996.2582 
www.cysive.com 
Expedia.com 

www.expedia.com 

Financial  Services 

'  FannieMae 
www.fanniemae.com 

14.  Janus  Investment  Fund 
www.janus.com 

15.  T.  Rowe  Price  Rollover 
Your  IRA 

1-800-541-2494.  059468IRAR 
www.troweprice.com 

16.  TIAA-CREF 

www.tiaa-cref.rog 


Hotels 

17.  Beverly  Hills  Convention 
&  Visitors  Bureau 

1-800-345-2210 
www.visitbh.com 
Hilton  Hotels 

www.hilton.com 

Insurance  &  Financial 
Services 

AFLAC 

1-800-99-AFLAC 

www.aflac.com 

Travel 

18.  The  Broadmoor 

www.broadmoor.com 
American  Airlines 
"More  Room" 

www.aa.com 

Corporate  Retention 

19.  NCR 

www.ncr.com 

20.  TMP  Worldwide 
www.tmp.com 

21.  Monster.com 

www.monster.com 

22.  HotJobs.com 

www.hotjobs.com 

First  Class  Traveler 

23.  Hertz 

www.hertz.com 

24.  Virgin  Atlantic 
www.virgin-atlantic.com 

25.  Lufthansa 
www.lufthansa.com 

26.  Northwest 
wwww.northwest.com 

27.  The  Broadmoor 
www.broadmoor.com 

28.  AT&T 
www.att.com 

29.  Fairmont  Hotels 
www.fairmont.com 

30.  Quantas 
www.quantas.com 

31.  Waldorf  Towers 
www.waldorf.com 

Southern  California's  Inland 
Empire 

Inland  Empire  Economic 
Partnership 

1-800-500-4367 
www.ieep.com 

32.  Site  Selection  Services 

33.  High  Technology 
Development 

34.  Economic  demographic  & 
Resource  Information 

35.  Small  Business 
Development 

36.  International  Trade 
Development 

37.  Travel,  Tourism, 
Conference  & 
Convention  Planning 


38.  Education,  Training  & 
Workforce  Development 

39.  Film  Commission 

40.  City  of  Chino 

www.cityofchino.org 

41.  City  of  Moreno  Valley 
www.moreno-valley.ca.us 

42.  City  of  Ontario 

43.  City  of  Rancho 
Cucamonga 
www.insiderancho.org 

44.  City  of  Riverside 
www.riverside-ca.org 

45.  County  of  San  Bernardino 

46.  Loma  Linda  University 
Medical  Center-Proton 
Treatment  Center 

47.  Riverside  County 
Economic  Development 
Agency  www.rivcoeda.org 

48.  Southwest  Riverside 
County  Economic  Alliance 
www.swrco.com 

49.  UPS 

50.  University  of  California, 
Riverside  www.UCR.edu 

Business  Classified 

51.  Delaware  Business  Inc. 

www.e-incorporate.com 
1-800-423-2993 

52.  Equilic 
1-800-203-8119 
www.equilio.com 

53.  Publishers  Guild 
1-800-675-6144 

^Steven  Sears  CPA/Attorney 

1-714-544-0622 

www.searsatty.com 

54.  Worldwide  Business 
Consultants 
1-800-733-2191 

55.  Medical  Hair  Restoration 
1-888-889-7703 
www.medicalhairrestoration.com 

56.  Modern  Postcard 
1-800-959-8365 
www.modernpostcard.com 

57.  Capital  Asset 
Management 
www.assetprotection.com 
1-800-710-0002 

58.  ARBOC 
1-561-627-7110 

59.  Kaplan  College 
www.kaplancollege.edu/fp 

60.  Signature  Combs 
1-800-822-6145 

61.  Blue  Ribbon  Finance 
www.increasecashfiow 

62.  Worldwide  Angels 
www.worldwideangels.com 

63.  International  Egaming 
Developers  Inc. 
www.egamingdevelopers.com 
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Reef  Madness 


family  F  u  N  |  Should  you  teach  your  kids  to  scuba  dive?  Not  if  you  can  go  bowling  instead. 


BY  DYAN  MACHAN 

AS  A  WORKING  MOM,  I  SPEND  MY  INFREQUENT 
free  moments  thinking  about  things  to  do  with 
the  kids.  So  when  I  learned  that  a  New  Jersey 
dive  shop  was  offering  a  weekend  crash  course 
for  families,  I  signed  up  myself  and  my  10- 
year-old  twin  boys. 

That  whim  was  made  possible  by  the  recent  decision  of  the 
Professional  Association  of  Diving  Instructors,  a.k.a.  PADI,  to 
lower  the  minimum  age  from  12  to  10.  PADI  cites  huge  de- 
mand from  parents.  More  likely,  the  motive  is  commerce:  Kids 
grow  like  seaweed  and  will  bust  through  several  $80  to  $150 
wet  suits — sold  by  PADI-affiliated  stores — before  they  surface 
as  adults. 

Classes  started  one  Saturday  morning  at  9:00.  Before  you 
can  get  near  a  pool,  you've  got  to  get  through  a  250-page  in- 
struction book  that  is  not  exactly  geared  to  kids.  The  chapter 


on  dive  tables  has  you  calculating,  say,  how  much  time  yo 
spend  underwater  on  a  second  dive  given  how  long  you 
just  spent  on  the  surface  expelling  some  of  the  nitrog 
your  system.  Interspersed  with  the  technical  stuff  are  sue 
illating  subsections  as  "A  Deceptively  Easy  Way  to  Die." 

My  boys  kept  up  by  asking  questions — until  our  instr 
asked  them  to  put  a  lid  on  it  because  they  were  slowing  ti 
down.  When  they  couldn't  ask  about  definitions,  sh< 
them.  Come  final  exam,  they  flunked.  Desperate,  I  clois 
them  in  a  diner  for  hours,  bribing  them  with  cookies, 
and  pudding  to  sweat  through  the  numbers  and  memc 
tion.  Just  short  of  slipping  into  sugar  comas,  the  boys  pa; 

Phase  Two:  We  graduated  to  exercises  in  the  pc 
damned  hard  work  concentrating  in  wet  suits  that  wer< 
hot  and  uncomfortable.  Yet  the  boys  were  like  Navy  Se; 
the  water,  as  good  as  or  better  than  the  adults  at  unden 
mask  removal  and  towing  a  tired  diver  across  the  pool. 
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Jow  came  the  final  hurdle  of  certification:  the  "open 
r"  testing,  which  PADI  requires  within  six  months  of  the 
I  work.  Before  the  deadline  passed,  I  looked  for  a  three-day 
to  someplace  warm,  settling  on  a  resort  in  the  Cayman 
I  ds,  which  the  experts  told  me  was  kid-friendly, 
'hey  lied.  It's  one  thing  to  find  a  dive  shop  that  will  take 
for  lessons,  but  quite  another  to  find  a  dive  master  who 
iut  10-year-olds  on  a  boat.  Out  of  the  50  Caribbean  dive 
ts  with  PADI  affiliation,  only  15  have  programs  for  kids, 
launched  a  campaign  of  shameless  pleading.  The  resort  I 
•ted  caved  after  weeks  of  my  faxes,  phone  calls  and  note- 
> — but  only  after  I  agreed  to  sign  a  document  absolving  it 
gal  responsibility.  (We  later  learned  the  dive-shop  man- 


amphetamines.  Now,  though,  they  were  acting  like  groupers 
on  Valium.  As  I  saw  concern  in  their  faces,  1  thought:  These 
aren't  fearful  boys.  On  earlier  vacations  they  had  been  charged 
by  hippos  in  Africa,  snapped  at  by  caimans  in  Costa  Rica  and 
had  plunged  off  30-foot  cliffs  in  the  U.S.  wilderness.  Yet  in  this 
boat,  at  this  moment,  diving  seemed  too  much.  Each  year,  80 
Americans  die  from  this  sport.  Why  hadn't  we  gone  bowling? 

Then,  in  a  splash,  they  were  overboard,  diving  to  50  feet  on 
their  initial  descent.  They  followed  their  instructor  precisely, 
mastering  their  open-water  skills,  learning  to  hover  underwa- 
ter and  to  use  a  compass  for  navigation. 

Their  mother,  on  the  other  hand,  was  a  problem  child.  I 
became  separated  from  the  instructor  and,  irresponsibly,  de- 


Would  they 
rather  play 
videogames? 
Lewis  and  Kyle 
Berns,  the 
author's  sons, 
after  taking 
the  plunge. 


strenuously  opposed  our  visit.  If  my  kids  got  into  trouble, 
\  wasn't  a  hospital  with  equipment  to  treat  nitrogen  poi- 
ig  for  90  miles.) 

/linutes  after  we  arrived  at  the  hotel  a  woman  dive  master 
:o  our  room  and  pulled  the  kids  into  the  pool  to  make 
they  could  handle  their  gear,  which  they  did  with  ease. 
,  her  boss  came  over  to  introduce  himself — well  aware  of 
:ontroversial  visit.  I  was  surprised  the  insur- 
agent  didn't  show  up,  too.  All  this  gave  me 
e,  but  I  remained  determined  to  get  my  kids 
:rwater. 

Tie  next  day  our  dive  boat  headed  out  into 
ilissful  blue  of  the  Caribbean.  But  with  every 
of  salty  air,  I  felt  a  looming  sense  of  dread.  I 
ed  at  my  children  huddled  on  the  rail  with 
)\ved  brows  and  worried,  distant  eyes.  On 
s  they  normally  behaved  like  dolphins  on 


With  every 
gulp  of  salty 
air  I  felt  a 
keen  sense 
of  dread.  


scended  to  100  feet.  I  felt  terrific  and  was  about  to  go  deeper 
when  a  rescue  diver  signaled  me  to  return  to  the  surface.  I  was 
probably  flirting  with  nitrogen  narcosis;  dive  too  deep  and  re- 
turn too  quickly  and  you  can  get  the  bends,  the  release  of  ni- 
trogen bubbles  in  tissue.  It  can  be  fatal. 

Nagging  question:  If  I  were  alone  with  these  boys  and  had 
a  problem,  could  they  help?  Could  they  even  rein  in  their  crazy 
mom?  Bloodied  nose  and  pride  aside,  I  suffered 
no  damage.  But  my  boys  were  burned  up.  Would 
they  try  it  with  me  again?  "No,  Mom,"  they  said. 
"We  want  to  dive  with  a  responsible  adult!" 

More  to  the  point,  given  that  I  had  spent 
$8,000  on  this  adventure,  would  they  rather  dive 
than  play  a  videogame?  Well,  maybe.  The  water 
was  too  cold,  and  it  made  their  skin  itchy.  Moral: 
If  your  1 0-year-olds  want  to  see  fish,  maybe  you 
should  take  them  to  the  aquarium.  P" 
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E  S  L  I  F  E 


Y  ESSER-KNOWN  WINE- 
producing  states  like 
JL— dldaho — or  Missouri, 
Ohio  and  New  Jersey,  to 
name  but  a  few  of  the  35  or 
so  that  sport  bona  fide 
commercial  wineries — 
rarely  get  the  respect  they 
might  deserve,  largely  be- 
cause, until  quite  recently, 
they  didn't  deserve  much. 
In  fact,  20  years  ago  the 
winescape  beyond  the  bor- 
ders of  California,  Wash- 
ington, Oregon  and  New 
York  was  a  grim  place  to 
soldier  in  search  of  serious 
sipping.  In  the  early  1980s 
you  could  have  counted  the 
number  of  award-winning 
wineries  from  second-tier 
states  on  two  hands,  with  a 
couple  of  fingers  left  over 
to  pick  the  bits  of  cheap 
cork  from  the  glass. 

Today — happily — the 
news  for  wine  lovers  with  a 
lust  for  vinous  wandering  is 
far  more  palatable  and, 
sometimes,  downright  deli- 
cious. Hopscotch  across  the 
U.S.  and,  save  for  the  Dako- 
tas,  northern  New  England 
and  Utah,  you'd  be  hard- 
pressed  not  to  find  some- 
thing worth  drinking  along 
the  way.  Two  decades  of 
government  support  for  in- 
dividually owned  and  oper- 
ated "farm  wineries"  has  left  its  mark  all 
over  the  countryside  in  the  form  of 
stakes,  vines  and  trellis  wire  stretching — 
figuratively,  at  least — from  Arizona  to 
Rhode  Island.  To  be  sure,  many  of  these 
operations  stay  purposefully  hidden  for 
want  of  any  grapey  gems  to  show.  Oth- 
ers seem  content  to  market  their  juice 
to  locals  living  within  a  day's  ride.  A  few, 
however,  are  making  bold  beverages  that 
warrant  national  attention. 

My  shortlist  of  the  best  below-the- 
radar  bottlings  includes: 

New  Jersey:  Cape  May  Winery 
Cabernet  Sauvignon  1999,  $18  (709 


( 


Champagne 
From  Sandusky? 


w  I  N  E  I  Offbeat  locations  are  producing  good  vino. 


BY  JOSHUA  WESSON 

Townbank  Road,  Cape  May,  N.J.,  609- 
884-1169).  An  impressively  weighty 
cabernet  from  New  Jersey's  southern- 
most estate,  tasting  of  black  cherry  and 
cassis.  Won  the  prestigious  Governor's 
Cup  this  year. 

Missouri:  Mt.  Pleasant  Winery  NV 
(Nonvintage)  Tawny  Port,  $20  (5634 
High  Street,  Augusta,  Mo.,  800-467- 
9463).  A  sweet  stunner  from  one  of 
Missouri's  most  respected — and  beau- 
tifully situated — wineries.  Located  a 
few  three-woods  from  the  banks  of  the 
Missouri  River,  the  winery  specializes  in 
fortified  wines  that  could  effortlessly 


stunt-double  for  well 
Oportos. 

Idaho:  Indian 
PinotNoir  1998,  $15 
North  McDermott 
Kuna,  Idaho,  208 
4791).  A  little  bit  of 
gundy,  by  way  of  the  .' 
River.  Indian  Creek's 
noir  is  all  cherries 
plums,  with  a  hint  of 
and  toasty  oak  ihro\ 
for  an  extra  measu 
I'm-not-just-about 
fruit  complexity.  H 
call,  ask  for  Bill — he 
to  chat. 

Arizona:  Dos  Ca 
Wineworks  Petite 
1998,  $17  (HC1  Bo 
Elgin,  Ariz.,  520- 
5369).  A  heady,  fl 
massively  constructe 
wine — what  else  w 
you  expect  from  gi 
grown  in  the  high  d 
20  miles  from  the  Me 
border? — that  tastes  s 
it  probably  doesn't  n 
bottle  to  hold  itsel 
Great  with  just  abou 
beast  hot  off  any 
from  Webers  to  sporl 
ity  vehicles. 

Ohio:  Firelands  W 
Riesling  Champagn< 
$15  (917  Bardshar  I 
Sandusky,  Ohio,  419 
5474).  Made  by  the 
method  as  true  champagne  (wit 
secondary  fermentation  taking  pi; 
the  bottle),  Fireland's  hand-crafte 
substitutes  Riesling  for  the  more  I 
tionaliy  champagne-esque  chardc 
and  pinot  noir  grapes.  The  resul 
refined  but  fruity  take  on  a  bot 
bubbly. 

Fair  warning:  Most  wine  store 
eluding  mine)  simply  don't  carry 
obscure  labels.  Call  the  produce] 
instructions  on  how  to  get  a  bottlt 


Joshua  Wesson  is  co  -  chief  execut 
Best  Cellars  (www.bestcellars.com). 
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The  Founding  Fathers  realized  that  the  American 
experiment  was  vital  to  the  establishment  of  a  free 
nation.  The  Republic  that  they  envisioned  would 
provide  liberty  and  opportunity  for  all  people  who 
earnestly  desired  it.  The  enduring  principles  that 
gird  our  Republic  recognize  human  imperfection 
and  the  fact  that  we  are  one  nation  under  God.  As 
citizens  of  America,  we  see  the  success  of  this  noble 
experiment  everyday. 

At  Regent  University  we  are  teaching  young  men 
and  women  to  be  world  changers  who  will  take 
leadership  roles  and  reclaim  our  culture.  Through 
our  graduate  degrees  in  Communication,  Law, 
Government,  Education,  Psychology  and 
Counseling,  Divinity,  Business  and  Organizational 
Leadership,  we  are  educating  our  students  to  be 
critical  thinkers.  Right  now  at  Regent  University 
there  are  over  2,300  dedicated  men  and  women 
pursuing  graduate  degrees  in  disciplines  that 
provide  the  maximum  leverage  for  improving 
society.  These  are  the  people  who  will  help  write 
America's  future — along  with  the  thousands  of 
Regent  alumni  already  in  positions  of  influence 
from  Capitol  Hill  to  Hollywood — and  you  can 
help  write  America's  future  by  contributing  schol- 
arship monies  for  tomorrow's  leaders  studying 
now  at  Regent  University. 

We  invite  you  to  take  a  closer  look  at  Regent 
University  and  our  graduate  programs.  Regent  will 
continue  to  demonstrate  the  vitality  of  a  mission 
that  embraces  the  moral  and  spiritual  laws  that 
encourage  personal  responsibility  and  personal 
initiative.  With  a  firm  reliance  on  God,  we  will 
demonstrate  that  Christian  Leadership  to  Qiange  the 
World  is  not  only  our  call,  but  our  duty. 

:  Regent 
University, 

1000  Regent  University  Drive,  Virginia  Beach,  VA  23464-9800 

800-335-4409  •  www.regent.edu/forbes 
E-mail:  worldchangers@regent.edu 
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W 


Name. 


Address: 


City: 


.State: 


Zip: 


Phone:. 
E-mail: 


Tell  me  more  about: 

□  A  Named  Scholarship  at  Regent  University. 

□  Regent  University  and  the  World  Changers  initiative. 

□  Information  on  Estate  Planning  and  Planned  Giving. 

□  The  National  Leadership  Summit:  Tlie  Battle  for  the  Soul  of  America. 

Mail  To:  Regent  University,  Office  of  Development 

1000  Regent  University  Dr.,  Virginia  Beach,  VA  23464 
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Found 
At  Sea 

pursuits  A  new  book 
and  National  Geographic 
special  on  the  wreckage 
of  Pearl  Harbor  are  the 
latest  twists  in  the  canny 
career  of  undersea 
explorer  Robert  Ballard. 

BY  SUSAN  ADAMS 

FEW  PEOPLE  KNOW  THAT 
when  Robert  Ballard  dis- 
covered the  wreck  of  the 
Titanic  in  1985,  he  was  on  a  U.S. 
Navy  mission  to  hunt  down  a 
nuclear  submarine  lost  during 
the  Cold  War.  Shrewdly,  Ballard 
made  sure  his  sea-bottom  itin- 
erary took  him  close  to  where 
the  Titanic  was  thought  to  lie. 
Finding  it,  he  knew,  would 
change  his  life. 

Did  it  ever.  Soon  after  the  re- 
mote camera  mounted  on  Ballard's  un- 
dersea robot,  Argo,  spotted  the  vessel's 
massive  boiler  on  the  ocean  floor,  Bal- 
lard was  calling  ABC,  NBC  and  CBS  from 
his  ship's  radio.  A  wall  of  TV  satellite 
trucks  greeted  Ballard  and  crew  when 
they  returned,  victorious,  to  the  Woods 
Hole  (Mass.)  Oceanographic  Institution. 

Since  then  Ballard  has  leveraged  his 
Titanic  fame  into  a  small  empire  that  in- 
cludes education,  television  and  book 
production  and,  most  important,  deep- 
sea  exploration.  At  58  he  has  the  exuber- 
ance of  a  20-year-old,  leaning  his  lanky 
frame  forward  and  fixing  you  with  his 
brown  eyes  as  he  talks  enthusiastically 
about  his  ambition  to  pioneer  underwa- 
ter "telepresence."  That  means  planting 
remotely  operated  robots  equipped  with 
cameras  in  places  like  the  Galapagos  Is- 
lands or  inside  Roman  galleys  that  sank 
2,000  years  ago  in  the  Mediterranean, 
and  broadcasting  pictures  live  over  the 
Internet.  "Come  back  in  August  and  I'll 


-  raised  $ 
million 
the  Institu 
for  Exploration. 


take  you  to  a  kelp  bed  in  Monterey,"  he 
insists,  referring  to  a  "kelp-cam"  project 
he  has  going  with  the  Monterey  Bay 
Aquarium  in  California. 

After  finding  Titanic  Ballard  raised 
$52  million,  half  of  which  went  to  build 
the  Institute  for  Exploration,  a  kind  of 


multimedia  promotional  tool 
opened  in  1999  and  now  serves  j 
primary  office.  The  other  half  w< 
the  neighboring  aquarium  in  M 
Conn.  Among  other  attractions  i 
Institute's  display  hall,  designed  tc 
like  a  ship,  is  a  chance  to  experiem 
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trophobia  of  climbing  into  one 
Jlard's  manned  submersibles. 
.  year  ago  Ballard  became  an  ex- 
:r-in-residence  at  the  National 
;raphic  Society,  which  has  been 
artner  and  a  major  hinder  of  a 
i  of  his  120  expeditions,  each  of 
h  cost  roughly  $1  million, 
allard's  latest  products  are  a 
and  a  TV  show  timed  to  capi- 
on  the  frenzy  of  interest  around 
lemorial  Day  release  of  the  Dis- 
novie  Pearl  Harbor.  Graveyards 
i  Pacific  (National  Geographic 
:ty,  $45)  is  a  glossy  256-page 
,  illustrated  with  vivid  archival 
ecent  underwater  photographs, 
describes  four  expeditions  Bal- 
tias  made  in  search  of  sunken 
d  War  II  wreckage.  Much  of  this 
id  has  already  been  chronicled 
jvious  books  and  TV  shows,  but 
eductively  repackaged  here, 
he  two-hour  Pearl  Harbor: 
y  of  Attack  is  set  to  air  May  27 
Jational  Geographic's  newly 
hed  cable  channel  and  the  same 
:  on  NBC.  The  documentary  is 
d  by  Tom  Brokaw  and  features 
rd's  November  2000  underwa- 
arch  for  a  lost  Japanese  midget 
larine  whose  location  is  one  of 
lduring  mysteries  of  the  battle. 
)eautifully  shot  and  edited  pro- 
also  features  the  first-ever  un- 
iter  footage  from  inside  the  Ari- 
a  fragile  preserve  too  dangerous 
vers  to  explore.  Ballard's  tiny  re- 
-operated  vehicle  snakes  its  way 
;  the  ghostly  wreck,  where  pa- 
ire  still  folded  in  the  pigeonholes 
officer's  desk. 

tde-known  detail  of  the  battle: 
apanese  sent  out  five  small  subs 
/ere  supposed  to  penetrate  Pearl 
or  before  the  air  attack  and  join 
nee  the  planes  arrived.  At 
ua  on  Dec.  7,  1941,  the  U.S.S. 
fired  on  one  of  the  subs,  appar- 
sinking  it.  But  the  sunken  sub 
ever  found.  You'll  have  to  watch 
low  to  find  out  whether  Ballard 
eded  in  locating  this  relic  of  the 
hot  fired  at  Pearl  Harbor.  F 


The  Other  Side  of  Paradise 


h  u  e-  i:  i    j  The  scenery  isn't  the  only  exotic  thing  in  some  far- 
flung  destinations.  A  field  guide  to  the  diseases  you  can  contract. 

WHETHER  IT'S  WHITEWATER  RAFTING  IN  COSTA  RICA  OR  TREKKING  IN 
Tibet,  adventure  travel  is  all  the  rage.  Unfortunately,  sometimes  these 
trips  turn  into  medical  misadventures.  Drs.  Robert  Tesh  and  Robert  Shope 
at  the  University  of  Texas  Medical  Branch  Center  for  Tropical  Diseases  in  Galveston 
have  seen  travelers  return  Stateside  with  everything  from  cerebral  malaria  to  an  in- 
dustrial-strength strain  of  chlamydia  found  in  certain  sporting  houses  in  Panama. 
Most  of  these  diseases  take  a  week  or  more  to  develop  and  can  mimic  the  flu,  albeit  one 
that  leaves  you  exhausted  for  six  months  or  more.  So  if  you  come  down  with  a  fever 
of  102  after  traveling  to  an  exotic  location,  get  to  a  doctor  immediately — preferably  one 
with  training  in  tropical  diseases.  Below,  a  sampling  of  bugs.  — Daniel  Fisher 


|  Dengue 
fever 

Tropical 
regions  of 
South  America 
and  Africa 

Mosquito-borne  virus  that  causes  high 
fever  and  muscle  aches  and  can  lead 
(in  rare  cases)  to  internal 
hemorrhaging  and  fatal  shock. 

None 

Malaria 

Any  tropical 
area 

Mosquito-borne  parasitic  disease,  often 
misdiagnosed  as  flu,  whose  P.  falciparum  species 
can  cause  coma,  renal  failure  and  death  two 
to  three  days  after  symptoms  emerge.  Drug- 
resistant  variants  are  common  in  rural  Thailand. 

Lariam  protects 
against  most 
strains  but  not 
those  found 
in  Thailand. 

Scrub 
typhus 

Southeast 
Asia 

Virus  carried  by  mites  hiding  in  tall  grass;  can 
be  fatal  if  shock  or  heart  failure  sets  in. 

Doxycycline 

Yellow  fever 

South  America, 
Africa 

Mosquito-borne  virus  that  causes  jaundice  (hence 
the  name),  hemorrhagic  fever  and  even  death. 

Vaccine 
before  travel 

Leptospirosis 

Any  tropical 
area 

Bacterial  infection  transmitted  through  the  urine 
of  rodents  and  found  in  jungle  streams,  including 
those  in  Costa  Rica  and  parts  of  Hawaii.  Can 
cause  severe  fever,  jaundice,  kidney  failure, 
pulmonary  hemorrhage  and  sometimes  death. 

Penicillin 

Oropouche 

Amazon  basin, 
parts  of  the 
Caribbean 

Nonfatal  but  extremely  uncomfortable  viral  fever 
often  confused  with  malaria;  usually  transmitted 
from  sloths  to  humans  via  mosquitoes. 

None 
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at  the 
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of  the 


capital  markets. 

There  are  immediate  opportunities  for 

individuals  with  expertise  in: 


Institutional  Sales: 

3-plus  years  of  experience  building  and  Servian 
institutional  investment  accounts. 


dicing 


Research: 

3-plus  years  of  experience  conducting  industry  studies  and 
preparing  written  reports  to  guide  investment  decisions 

Investment  Banking: 

3-plus  years  of  experience  advising  middle  market 
corporate  clients  on  M&A  and  capital  markets 
transactions. 

Professional  opportunities  exist  with  Friedman,  Billings,  Ramsey 
&  Co.,  Inc.  in  our  Arlington,  Va.  (Greater  Washington,  D  C 
area),  Boston,  Cleveland,  Dallas,  Irvine,  Ca.,  and  New  York 
offices:  and  with  Friedman,  Billings,  Ramsey  International,  Ltd 
in  our  London  office. 

Please  fax  your  resume  to  703.469. 1  240,  or  email  it  to 
fbr@rpc.webhire.com.  EOE 

Friedman,  Billings,  Ramsey  Group,  Inc.  (NYSE:  FBR)  is  a 

holding  company  for  investment  banking,  institutional  brokerage, 
specialized  asset  management,  and  banking  products  and  services. 
For  more  information,  see  www  fbr.com 
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www.fbf.oom 
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CHIEF  LENDING  OFFICE 

Lending  Executive  with  thorough  knowle 
skill  sets  in  the  management  and  leadt 
commercial  real  estate  and  construction 
mortgage  banking,  and  warehouse  le 
sought  by  this  $1  billion,  privately-held  bi 
perience  in  credit  analysis,  underwriting, 
and  customer  relations  are  required.  E 
leadership  and  communication  skills  an 
to  success.  At  least  ten  years  of  manage 
perience  is  required,  as  well  as,  an  advan 
cational  background. 
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address  them  to: 
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Director  of  Corporate  Services 

Sterling  Bank  andTrust 
OneTowne  Square,  Suite  1 700 
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or 

tcarbin@sterlingbank.com 


With  more  and  more  people  moving  to  Arizona  everyday,  I 
only  focused  on  meeting  the  stale's  current  electrical  ni 
future  ones  as  well.  That's  why  we're  seeking  ad 
Engineers  to  join  our  energized  team  of  professionals.  II 
a  charge  out  of  taking  on  challenges  and  creating  a  brigl 
APS  is  where  your  career  can  really  shine. 

•  Electrical  •  Mechanical  •  Civil  •  Cont 

Career  Opportunities  in  All  Engineering  Disciplines 


Arizona's  Leading  Energy  Services  Provider 
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Online  Casinos 
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Capital  Available 
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Become  A 
Financial  Planner 


The  Financial  Planning  profession 
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36%  over  the  next  10  years.  Kaplan 
College  is  a  regionally  accredited 
institution  offering  an  Online 
Certificate  Program. 

•  24/7  worldwide  accessibility 

•  Interactive,  self-paced  study 

•  Renowned  faculty 

•  Financing  options  available 


For  a  catalog  call:  877-758-6855 


£4  Kaplan  College 
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Information  Package. 
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color  postcards  at  a  great 
price!  So  whether  you  need 
500,  a  million,  or  more  — 
starting  at  only  *95  we  cant 
be  beat.  Just  send  us  your 
photo,  message,  logo  &  mailing 
list  —  we  do  the  rest! 

FREE  SAMPLES 

Visit  our  website  or  call  HOW 
for  your  postcard  kit! 


1-800-959-8365 

modernpostcard  .com 


Forbes  Subscriber  Service. ..to  order,  change  address  or  other  customer  service,  call  1-800-888-9896 
For  information  and  rates  on  advertising  in  the  next 
Forbes  Business  Classified  Section  contact: 

Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only) 
Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


THOUGHTS 

On  the  Business  of  Life 


I  w  tie  of  the  most  moving  experiences  you  can  have  is  to  visit  the  vast  Crossed  and  Starred 

«^  U  fields  that  constitute  the  American  cemetery  in  Normandy,  France.  Spread  below  the 

^^^^■^^  bluffs  containing  the  mortal  remains  of  10,000  U.S.  military  dead  are  long  miles  of  D- 
Day  beaches.  This  cemetery  is  an  inspiring  achievement  by  all  those  involved.  The  design,  the  setting,  the 
landscaping,  the  architecture  of  the  chapel  and  memorials  combine  to  pay  a  hushed,  deeply  felt  tribute  to 
the  thousands  of  graves  and  names  of  those  resting  there.  — MALCOLM  S.  FORBES  ( 1987) 


All  the  wrong  people  remember  Vietnam. 
I  think  all  the  people  who  remember  it 
should  forget  it,  and  all  the  people  who 
forgot  it  should  remember  it. 

—MICHAEL  HERR 


Vietnam  was  a  war  that  asked 
everything  of  a  few  and  nothing 
of  most  in  America. 

— MYRA  MACPHERSON 


Pete,  please  don't  do  anything  foolish. 
Please  take  care  of  yourself  and  don't  be 
a  hero.  I  don't  need  a  Medal  of  Honor 
winner.  I  need  a  son.  Love,  Mom. 
—LETTER  ENGRAVED  ON  VIETNAM 
WAR  MEMORIAL  IN  NEW  YORK  CITY 


TJie  only  war  is  the  war  you  fought  in. 
Every  veteran  knows  that. 

—ALLAN  KELLER 


They  died  hard,  those  savage  men — 
like  wounded  wolves  at  bay. 
They  werefdthy,  and  they  were  lousy, 
and  they  stunk.  And  I  loved  them. 


—DOUGLAS  MACARTHUR 


Tliey  were  called  grunts,  and  many  of 
them,  however  grudgingly,  were  proud 
of  the  name.  They  were  the  infantry- 
men, the  foot  soldiers  of  the  war. 


I  hope  the  World  War  II  generation 
doesn't  lose  that  quality  that  made 
them  so  appealing:  their  modesty, 
and  the  way  they  are  always  looking 
forward  and  seldom  back. 

—TOM  BROKAW 


Men  do  not  fight  for  flag  or  country, 
for  the  Marine  Corps  or  glory 
or  any  other  abstraction. 
They  fight  for  one  another. 


-WILLIAM  MANCHESTER 


The  American  cemetery  at  Saint- 
Laurent-sur-Mer  is  a  great  lawn  at  the 
edge  of  the  sea,  white  marble  crosses  and 
Stars  of  David  against  an  open  horizon. 


Anyone  who  has  looked  into  the  gl 
eyes  of  a  soldier  dying  on  the  battle 
will  think  hard  before  starting  a  w> 
—OTTO  VON  BISM 


// any  question  why  we  died, 
Tell  them,  because  our  fathers  lied. 

— RUDYARD  Kit 


War  is  a  contagion. 

—FRANKLIN  D.  ROOS1 


To  the  living  we  owe  respect,  but 
to  the  dead  we  owe  only  the  truth. 

—VOL' 


BERNARD  EDELMAN 


-JOHN  VINOCUR 


A  Text... 

And  seek  the  peace  of  the  city 

whither  I  have  caused  you  to  I 

carried  away  captives,  and  pri 

unto  the  Lord  for  it:  for  in  the 

peace  thereof  shall  ye  havepe* 

— JEREMIAI 

Sent  in  by  Daniel  Schantz,  Moberl 
What's  your  favorite  text?  The  Forbes 
Quotations:  Thoughts  on  the  Business  o 
given  to  senders  of  Bible  texts  used. 


More  than  1 4,000  "Thoughts,"  arranged  alphabe 
subject,  are  available  in  a  900-page,  one 
deluxe  edition,  The  Forbes  Book  of  Quotations:  Tfc 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50 
and  $1  per  item  for  handling  (add  applicable  s 
To  order,  please  call  toll-free,  1-800-876-6556. 
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NE.  OF  THE  PROBLEMS  of  being 

■  ■  in  the  prescience  business  is  that 
you  often  find  yourself  at  odds 
with  the  world  around  you. 

For  example,  two  years  ago,  we  confi- 
dently announced  a  renaissance  of  the 
biotech  industry — 
to  the  skeptical 
looks  of  our  peers. 
In  February  2000, 
when  the  rest  of 
America  was  hap- 
pily buying  dot-com 
stocks  on  margin, 
we  put  a  guillotine 
on  our  cover  and 
became  the  first  tech-business  magazine  to 
warn  of  an  imminent  e-commerce  bust. 

Now,  as  I  write  this,  newspapers  are 
filled  with  bad  economic  news  and  end- 
less stories  of  corporate  layoffs  and  bank- 
ruptcies. Our  peers  seem  almost  gleeful, 
in  a  Uriah  Heep  sort  of  way,  at  all  the 
doom  and  gloom  floating  around  them. 
"It's  over,"  they  say,  rubbing  their  hands. 


Sorry,  but  we're  upbeat.  Many  of  us 
have  been  around  tech  long  enough  to 
have  gone  through  a  half-dozen  of  these 
downturns,  all  followed  by  even  bigger 
upturns.  The  turnaround  will  be  led  by 
veterans  of  past  busts,  men  and  women 
who  maintain  perspective  during  hard 
times.  We've  included  in  this  issue  their 
lessons  on  survival,  taken  from  the  new 
PBS  series  Betting  It  All. 

Besides,  it's  nearly  summer,  and  what 
better  subject  for  light  summer  reading 
than  the  answers  to  all  of  your  best 
questions  about  technology — yesterday, 
today,  and  tomorrow.  The  idea  came 
from  our  resident  wit  and  living  legend, 
Owen  Edwards.  He  helped  found  Forbes 
ASAP  after  a  distinguished  career 
that  has  included  book  writing,  edit- 
ing at  Cosmopolitan,  and  founding 
Parenting  magazine.  (He  also  races 
Ducati  motorcycles  and  reviews  cars 
and  fashion  for  GQ  magazine). 

For  eight  years,  Owen  has  not  only 
filled  the  back  page  of  each  issue  with 


his  clever  column  but  he  has  also  de 
many  of  our  best  headlines  and  c 
lines  and,  not  least,  written  (in  oun| 
Issues)  some  of  the  most  admired  eg 
of  the  past  decade.  Needless  to | 
Owen's  touch  is  all  over  the  Q&A| 
ture  in  this  issue.  After  all,  if  you  I 
laughs  in  these  dark  days,  why  not  % 
the  funniest  person — and  best  writ 
we  know? 

Helping  Owen  and  Projects  Eo 
Rodes  Fishburne  prepare  the  seq 
was  a  small  army  of  people  you  prl 
bly  know  nothing  about  but  upon  wi 
we  depend  absolutely.  These  are  Fa 
ASAP's  fact  checkers.  They  often  srj 
days  on  the  phone,  or  searchingi 
Web,  or  digging  through  library  st&j 
just  to  find  one  tiny  pearl  of  infon 
tion  that  makes  our  writers  look 
liant  and  learned — and  spares  us  i 
a  craven  public  apology.  This  issue  i 
a  Herculean  task  for  Forbes  ASAP'si 
checkers.  And  that's  why  this  issu 
dedicated  to  them. 


EDITOR 

Michael  S.  Malone 
asapeditor@forbes.com 

FEATURES  EDITOR 

Eric  W.  Pfeiffer 
ericp@forbesasap.com 

PROJECTS  EDITOR 

Rodes  Fishburne 
rodes@forbesasap.com 

CONTRIBUTING  EDITORS 

Edward  Clendaniel 
Clint  Willis 

OFFICE  MANAGER/ 
MULTIMEDIA  MANAGER 

Ann  McAdam 
annmc@forbesasap.com 

EDITORIAL  INTERN 

Michael  Boland 
mboland@forbes.com 


EXECUTIVE  EDITOR 

Karen  Southwick 
ksouthwi@forbes.com 

ASSOCIATE  EDITOR 

Scott  Lajoie 
slajoie@forbesasap.com 

SENIOR  STAFF  REPORTER 

Shelley  Pannill 
spannill@forbes.com 

STAFF  REPORTER 

Andrew  Freiburghouse 
afreibur@forbes.com 

REPORTERS 

Michelle  Jeffers 
Lisa  Alcalay  Klug 
Toni  Logan 
Sally  McGrane 

MULTIMEDIA  DIRECTOR 

Robert  Grove 
rgrove@forbesasap.com 


CONSULTING  EDITOR 

Owen  Edwards 
oedwards@forbes.com 

MANAGING  EDITOR 

Lee  C.  Patterson 
leep@forbesasap.com 

ASSISTANT  MANAGING  EDITOR 

Terry  Nagel 
tnagel@forbes.com 

ASSISTANT  EDITOR 

Karina  Kinik 
kkinik@forbes.com 

COPY  CHIEF 

David  de  la  Fuente 
ddelafue@forbes.com 

COPY  EDITORS 

Martin  Aronson 
Deborah  Crowe 
John  T.  Maybury 
Nancv  Steele 


SENIOR  EDITORS 

Patrick  Dillon 
pdillon@forbes.com 

Carol  Pogash 
cpogash@forbes.com 

ART  DIRECTOR 

Joanne  Hoffman 
jhoffman@forbes.com 

PRODUCTION  MANAGER 

Beth  Brann 
bbrann@forbesasap.com 

DESIGN  ASSOCIATE 

John  Micklewright 

PRODUCTION 

Don  Althoff 
Peter  Althoff 
Don  Conway 
Linda  Byron  Glucksmai 
Kim  Lau 
Nancy  Puskuldjian 


contributing  writers  Howard  Anderson,  Carl  M.  Cannon,  Kip  Crosby,  Stephen  P.  Pizzo,  Jef  Raskin,  David  Raymond,  Cynthia  Robbins-I 

advertising  director  Catherine  Lukas  clukas@forbes.com  <650i  558-4900  marketing  director  Nancy  Bensimon 

senior  marketing  manager  Joshua  M.  Kruter 

Send  your  etory  Ideas  or  comments  to:  Forbes  ASAP,  555  Airport  Blvd.,  5th  Floor,  Burlingame,  CA  94010,  or  email:  stones@forbesasap.com 
To  ordor  reprints:  Call  (212)  620-2399  or  fax  (212)  206-5118  (minimum  order  500). 
To  rsquest  permission  to  republish  an  article:  Call  (212)  620-2421  or  fax  (212)  206-5118.  Reprints  produced  by  others  are  not  authorized. 
Forbes  ASAP  is  a  federally  registered  trademark.  Printed  in  the  U.S.A. 

I   Forbes  ASAP   May  28,  2001 


40TE  COPYING 


No  more  trips  to  the  copier.  No  more  waiting.  No  more  cutting  in.  Now  you  can  make  copies  from 
your  own  computer.  Through  an  innovative  embedded  controller,  our  Toshiba  DPS070  black-and-white  copier 
lets  you  tire  off  SO  pages  per  minute  Which  will  give  you  more  time  to  work  and  revolutionize  your  own 
industry.  Catch  up  with  our  complete  line  of  copiers,  fax  machines  and  printers  at  copiers.toshiba.com. 


TOSHIBA 

Don't  copy.  Lead. 


©2000  Toshiba  America  Business  Solutions,  Inc  Electronic  Imaging  Division  All  rights  reserved. 


OUR  READERS  RESPOND 


YOU'VE  GOT  MAIL,  THEY'VE  GOT  DEDICATION 

Your  recent  reports  on  the  subject  of  vol- 
untarism vis-a-vis  AOL  couldn't  have 
been  more  timely,  accurate,  or  fair  ["The 
Little  People  vs.  America  Online,"  Febru- 
ary 19,  2001].  I  commend  your  staff  for  a 
job  very  well  done.  My  elation  is  some- 
what dampened,  however,  by  the  suspi- 
cion that  AOLs  management  will  be  deaf 
to  such  reasonable  criticisms. 

At  the  age  of  51,  I  have  worked  in 
many  fields,  at  various  levels  of  remuner- 
ation and  responsibility,  but  I  have 
not  previously  worked  with  a  group  of 
people  as  dedicated  to  a  common  cause 
as  the  AOL  volunteers. 

Most  of  us  don't  want  economic  remu- 
neration, nor  do  we  expect  it.  We  want 
to  be  allowed  to  do  our  jobs,  as  we  have 
been  gifted  by  God  and  experience  to  do 
them,  unencumbered  by  the  schemes  and 
affronts  of  nouveau  riche  whiz  kids  who 
know  less  about  personal  relations  than 
a  Marine  drill  sergeant. 

But  then,  we're  not  working  for  the 
whiz  kids.  We're  working  for  each  other, 
and  for  the  paying  customers  who  have  a 
right  to  some  human  contact  during  their 
Internet  experience. 
BILL  MELDEN 
Raleigh.  North  Carolina 

AFTER  THE  GOLD  RUSH 

[Regarding  "When  Whirl  Was  King," 
February  19,  2001]:  If  we  learn  anything 
from  the  brief  history  of  the  New  Econ- 
omy, it  should  be  that  work  is  work,  play 
is  play,  and  never  the  twain  shall  meet.  In 


five  years  we  will  realize  that  the  dot- 
coms, with  their  70-hour  weeks,  Nerf 
balls,  and  self-consciously  zany  atmos- 
phere, damaged  the  work  ethic  in  more 
ways  than  we  can  imagine.  The  attempt 
to  con  people  into  working  longer  hours 
by  making  the  workplace  "fun"  is  an 
empty  cheat.  Employers  suffer  because 
employees  are  unfocused;  employees  suf- 
fer because  they  burn  out  and  lose  con- 
trol of  their  lives. 
ROB  LAWRENCE 
Brooklyn,  New  York 

TELECOSM  IMPLOSION 

["Telecosm  Explosion,"  February  19, 
2001]  is  a  reprint  from  an  old,  and  I 
repeat  old,  Gilder  Technology  Report 
newsletter.  His  newest  [one]  seems  to 
indicate  that  even  he  thinks  Globalstar 
will  go  into  bankruptcy.  Why  no  up-to- 
date  input  from  Gilder?  This  stock  has 
devastated  my  personal  finances,  and  it 
would  be  a  shame  to  see  the  same  thing 
happen  to  others  thinking  that  this  com- 
pany has  a  chance  based  upon  this  article. 
VINCE  SHOOK 
St.  Petersburg,  Florida 

In  this  volatile  market,  a  company's 

financials  can  change  dras-  .  

tically  between  when  we 
receive  columns  and  when 
they  actually  run.  For  faster 
access  to  the  Gilder  Tech- 
nology Report,  call  (800) 
292-4380.  —The  eds. 

CORPS  VALUES 

As  a  reinvented  but  still  loyal  retired 
Marine  and  Old  Economy  veteran,  I 
was  particularly  refreshed  with  Owen 
Edwards'  column  ["B2B:  Back  to  Boot 
Camp,"  April  2, 2001 1.  Without  structure 
there  is  chaos!  And  without  a  definitive 
chain  of  command  there  is  no  leadership. 
Boot  camp  taught  me  to  pull  together 
(gung  hoi  and  facilitate  your  comrades' 
success.  These  are  the  sort  of  "corps 


values"  that  create  lasting  and  endi 
companies  and  institutions.  Busine) 
not  a  concept,  it  is  an  objective.  I  apa 
Mr.  Edwards  for  articulating  it  so  wi 
ROBERT  J.  AYERS 
Scarborough,  Maine 

I  read  (and  reread)  "B2B:  Back  to 
Camp"  today  with  a  nagging  feeling) 
I  could  not  shake.  From  where  I  sa 
the  basic  premise  of  the  column  was 
real  honest-to-goodness  leadership  is 
vital  for  any  business  to  succeed.  " 
makes  sense.  But  [Edwards']  message 
totally  lost  in  the  waves  of  negatii 
Truth  be  told,  the  article  comes  off  ai 
another  tell-all:  "N'yah!  We  told  you 
The  New  Economy  was  a  sham!" 

You  cannot  seriously  pin  the  blam 
the  economic  mess  we're  in  now  oi 
bunch  of  pasty-faced,  pizza-eating,  F 
ball-playing,  Dockers-wearing  dorks 
haven't  put  on  a  necktie  since  the  ju 
prom."  Not  only  is  that  grossly  unfaij 
grossly  distorted.  The  real  blame  (if  I 
is  any)  must  be  distributed  also  to 
star-crossed  media  that  trumpeted 
"visionaries"  every  week  and  the  VC 
investment  community  that  grew  inci 
ingly  greedy  and  shortsighted. 

Emphasizing  the  need  for  real  lea 


ship  is  a  worthwhile  endeavor,  but  b 
jng  the  "young  ones"  for  their  stupi 
is  counterproductive  and  useless.  Besi 
the  real  definition  of  B2B  is  not  Bac 
Boot  Camp.  It's  Back  to  Banking  ( 
Back  to  Consulting  for  B2C). 
MICHAEL   E.  RUBIN 
Director  of  Communications 
Applied  Innovation  Managemen 
rmichael@innovate.com 
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RY  TECHSTERS 

surprised  that  Michael  Wolff  failed 
te  the  origin  of  what  he  calls  the 
al-Aid  analogy"  ["Electronic  Kool- 
Acid  Test,"  April  2,  2001].  Tom 
e's  '60s  book  The  Electric  Kool-Aid 
Test  was  a  chronicle  of  his  travels 
Ken  Kesey's  Merry  Pranksters,  the 
•beatnik  pre-hippie  group  that  trav- 
the  country  in  a  Day-Glo  bus  while 
on  LSD. 

think  Michael  Wolff  accurately 
ribes  the  cult  mind-set  applied  to 
less,  but  I  disagree  with  his  conclu- 
that  "in  the  end,  the  Kool-Aid  kills 
"  That's  easy  to  say  after  the  fall  of 
ech  sector  and  VC.  Let's  not  forget 
most  tremendous  advances  in  any 
were  promulgated  by  those  who 
ink  the  Kool-Aid" — that  is,  had 
endous  cult-like  belief  and  faith  in 
t  they  were  doing  and  didn't  blink 
i  the  status-quo  reality  tried  to  put 
brakes  on.  When  you  live  on  the 
,  a  95%  failure  rate  is  not  uncom- 
.  It's  the  5%  success  that  makes  it 
'orthwhile. 
I  WEISLOCHER 
imbia,  Missouri 


ITA 


rhe  Little  People  vs.  America  Online," 
ncorrectly  stated  that  Leon  Green- 
's class-action  suit  against  America 
ne  was  scheduled  to  go  to  trial  in 
ch  2001.  On  March  9,  a  motion  by 
L  seeking  to  dismiss  the  case  was 
litted  to  Judge  George  B.  Daniels.  If 
iels  denies  the  motion,  the  lawsuit 
go  to  trial  in  the  future. 
1  "Tech's  100  Highest  Rollers" 
•il  2,  2001],  the  titles  for  Robert 
in,  No.  35,  were  incorrect.  Galvin  is 
:hairman  of  the  executive  committee 
ie  board  of  directors  at  Motorola. 
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Smashmouth  PR 
Meets  High  Tech 

shington-style  mudslinging  comes  to  Silicon  Valley 

AVE  IT  TO  LARRY  E  L  L  I  S  0  N  to  choose  the  week 
Valentine's  Day  to  smear  his  competitors,  Washington  style. 
\mid  the  regular  announcements  coming  out  around  that 
p,  Oracle  posted  a  steady  stream  of  provocative  press 
pses  needling  popular  software  makers  Siebel  Systems,  i2 
hnologies,  and  PeopleSoft.  The  statements  focused  on 
»ed  deficiencies  in  their  products  and  the  perceived  advan- 
:  of  Oracle's  software  suite. 

[Tien  there's  the  timing — right  before  the  companies'  earn- 
results  or  briefings  with  analysts.  On  February  12,  for 
mce,  just  minutes  before  Tom  Siebel  and  i2  chief  executive 
iv  Sidhu  were  to  hold  separate  sessions  with  analysts  at 
oldman  Sachs  conference,  two  releases  hit  the  wires.  One 
t  charged  that  i2,  whose  software  helps  companies  track 
:ntory  and  supplies,  "is  trying  to  cobble  together  a  [multi- 
lication]  'suite'  story" — but  failing  miserably  next  to  Oracle. 
'The  worst  of  Washington  has  now  come  to  Silicon  Val- 
1  says  Siebel,  a  longtime  Ellison  foe. 

'In  politics,  it's  called  defining  your  opponent,"  adds  a 
.hington  political  observer.  "But  I've  never  seen  anything 
it  in  technology." 

\nd  there's  nothing  haphazard  about  the  attacks.  "We 
nitely  sit  down  with  a  calendar  and  work  out  which  week 
re  going  to  pick  on  Siebel  and  which  week  we're  going  to 
:  on  i2,"  says  Mark  Jarvis,  Oracle's  chief  marketing  officer. 

:'s  not  so  much  a  question  of  how 
n  we  position  our  client  but  how 
n  we  de-position  their  competitors." 


It's  not  so  much  a  question  of  how  can  we  position  our 
it,"  says  Alan  Kelly,  president  and  CEO  of  Applied  Com- 
lications,  a  top  PR  firm  for  Oracle,  "but  how  can  we 
)osition  their  competitors."  Kelly  says  he  would  rather 
ok  for  foils  or  fallacies  that  exist  in  a  client's  industry."  In 
shington,  they  call  it  "opposition  research." 
rhat  kind  of  thinking  dovetails  with  the  Oracle  philosophy. 
>ower-hungry  chairman  and  CEO  has  vowed  many  times  to 
linate  various  rivals.  Last  year  Ellison  even  hired  an  investi- 


gator to  spy  on  companies  linked  to  rival  Microsoft — by  sifting 
through  their  garbage.  Then  he  put  former  President  Clinton's 
spinmeister,  Joe  Lockhart,  in  charge  of  his  personal  PR,  a  move 
that  Oracle  insists  is  not  related  to  the  current  smear  tactics. 

This  campaign  is  child's  play,  claims  Oracle's  Jarvis.  "Siebel 
and  i2  and  PeopleSoft  are  bit  players,"  he  laughs.  "We  let  our 
dog  growl  at  them  occasionally." 

Then  again,  the  competition's  snarling  canines  might  turn 
around  and  bite  back.  After  all,  Oracle's  fully  integrated  suite 
of  business  applications  is  a  relative  underdog  next  to  popular 
individual  applications  from  Siebel  and  PeopleSoft,  says  Gart- 
ner analyst  Karen  Peterson.  "Oracle  could  be  setting  itself  up 
for  a  fall."  Marketing  guru  Regis  McKenna,  a  former  Oracle 
board  member,  adds,  "It  used  to  be,  if  you  called  attention  to 
your  competitor,  you  would  draw  sympathy  for  them  or  create 
interest  they  didn't  have  before."  Precisely,  says  PeopleSoft 
CEO  Craig  Conway.  He  recalls  the  day  PeopleSoft  was  tar- 
geted: January  29,  hours  before  his  company's  strong  fourth- 
quarter  earnings  were  released.  An  Oracle  media  alert  urged 
journalists  and  investors  to  "remain  skeptical  of  the  difference 
between  |  Conway's]  claims  and  the  reality  behind  them." 

Until  that  point,  Conway  says,  Oracle  had  insisted  People- 
Soft  wasn't  a  threat.  That's  why  analysts  noticed  the  release, 
Conway  says,  reporting  that  they  told  him,  "You  guys  must 
be  doing  well.  Oracle  is  starting  to  bash  you." 

SHELLEY  PANNILL 


Forbes  ASAP   May  28.  200/    I  9 


Polishing  Off 

the  Market 

Bootblacks  learn  to  thrive  amid  boom  or  bust 

MORE  THAN  70  years  ago,  the  father  of  a  future  U.S. 
president  eased  himself  into  a  wooden  chair  in  New  York's 
financial  district  for  his  customary  shoe  shine.  The  stock  mar- 
kets were  at  an  all-time  high,  and  Gotham  buzzed  with 
money  talk.  The  shiner,  Patrick  Bologna,  was  full  of  advice, 
lifting  his  head  up  to  promote  stock  after  stock.  After  listen- 
ing carefully,  Joe  Kennedy  flipped  the  young  man  a  quarter, 
went  inside  the  New  York  Stock  Exchange,  and  sold  his  entire 
portfolio.  Nine  days  later,  the  stock  market  melted  in  the 
crash  of  1929.  Kennedy  later  observed  in  a  letter,  "When  the 
shoe-shine  guy  gives  you  stock  tips,  it's  time  to  get  out." 

Today  Kevin  Tuohy  and  Tommy  Daly  own  a  bustling 

shoe-shine  stand 
in  the  open-air 
Crocker  Galleria 
in  downtown  San 
Francisco. 

"You  know, 
now  that  you  men- 
tion it,  we  haven't 
done  one  of  those 
Internet  parties  in 
about  a  year,"  says 
the  pompadoured 
Daly.  In  the  heyday 
of  Internet  mania, 
these  two  were  the 
required  party  fa- 
vor of  the  digerati. 

"We  did  E-Trade's  Christmas  party,  VerticalNet,  Ask  Jeeves, 
Microsoft  2000's  launch,  Cisco's  party,"  Tuohy  says. 

"Last  year  the  Webby  awards  flew  me  to  New  York  to  do 
a  party,  and  this  year  they  invited  me,  but  when  I  showed, 
they  expected  me  to  do  it  for  free.  We  don't  do  charity,"  he 
says,  slightly  scornful. 

Despite  the  end  of  Internet  euphoria,  A  Shoeshine  and  Co. 
is  doing  very  well.  "When  the  market's  up,  people  want  to  get 
a  shoe  shine  to  feel  good  about  themselves,"  says  Daly. 
"When  the  market's  down,  they  need  Co  get  a  shoe  shine 
because  they  are  on  their  way  to  a  job  interview." 

Both  men  vividly  remember  the  bubble  years,  but  unlike 
Joe  Kennedy's  bootblack,  the  only  polish  they  added  was 
to  leather. 

"I  was  listening  to  all  this  stuff  about  stocks  go  on  around 
me,  but  I  don't  own  a  computer  so  I  let  it  pass  me  by,"  Daly 
says.  "I  guess  we  were  in  the  eye  of  the  hurricane."  He  looks 
at  the  ceiling,  organizing  his  thoughts.  "It  was  all  about  the 
hope.  I  mean  hype.  I  mean  the  hype  was  all  about  hope." 

RODES  FISHBURNE 


SHINE  ON:  Tommy  Daly  (left)  and  Kevin  Tuohy  at  the  office. 
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We  Feel 
Your  Pain"  Editk 

or,  Things  can  always  be  won 


Category:  Tech  firm  layoffs 
Record  holder:  IBM 
Record:  63,000 
While  Motorola  has 
announced  plans  to  lay  off 
26,000  employees,  that 
figure  doesn't  come  close  to 
the  record  number  of  layoffs 
by  a  high  tech  firm.  IBM  con- 
tinues to  hold  that  distinc- 
tion: Big  Blue  shed  63,000 
workers  in  July  1993. 

"The  largest  layoff  ever 
recorded — for  firms  of  any 
kind — was  by  General 
Motors,  when  it  cut  74,000 
jobs  in  December  1991," 
says  John  Challenger, 
CEO  of  the  Chicago- 
based  outplacement  firm 
of  Challenger,  Gray  and 
Christmas.  Challenger  said 
that  the  largest  number  of 
layoffs  in  the  United  States 
during  a  single  year  was 
677,795  in  1998. 

Bet  you  didnt  know: 

The  year  that  IBM  slashed 
all  those  jobs,  the  firm's 
stock  fell  to  a  low  of  $40 
in  August,  and  the  com- 
pany recorded  $8  billion 
in  losses. 

Category:  Tech  stock 
decrease 

Record:  Minus  11.35%, 
October  19,  1987 
As  badly  as  tech  stocks  have 
been  battered  over  the  past 
year,  three  of  the  four  largest 
one-day  percentage  decreases 
in  Nasdaq  Composite  Index 
Records  took  place  in 


October  1987,  with  the 
record  being  the  11.35% 
drop  of  October  19 — do 
46.12  points,  to  360.21. 

Bet  you  didnt  know:  Th 

largest  one-day  percentag 
increase  in  Nasdaq's  30-y 
history  is  the  14.17%  jun 
on  January  3  of  this  year, 
which  also  counts  as  the 
top  one-day  point  increa; 
(324.83)  in  Nasdaq  histo 

Category:  Longest  inte- 
grated-circuits  bust  cycle 
Record*:  1974-1977, 
1989-1992 

The  high  tech  industry  is 
renowned  for  its  boom  ai 
bust  cycles,  during  which 
manufacturers  build  up 
capacity  in  good  times, 
create  an  oversupply,  thei 
watch  profits  plunge. 

In  the  30-year  history 
of  the  industry,  there  hav 
been  six  boom  and  bust 
cycles,  and  two  of  the  do 
turns  have  lasted  as  long 
as  four  years,  according  t 
Bill  McClean,  president  a 
IC  Insights,  which  tracks 
industry  trends. 

Bet  you  dldnt  know: 

McClean  is  forecasting  th 
industry  will  turn  around 
in  the  third  quarter  of  thi 
year,  "coinciding  with  the 
expected  elimination  of 
the  vast  majority  of  exces 
IC  [integrated  circuits] 
inventory." 

EDWARD  CLENDAf 
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WE  DIDN'T  JUST  JUMP  ON  THE 
i F RASTRUCTU RE  BANDWAGON 

WE  BUILT  IT 

•.     •  /  "  '  .  ■ 


ie  to  set  the  record  straight.  Long  before  our  competitors  even  added  the  word 
tructure"  to  their  vocabulary,  we  were  busy  creating  it.  Since  we  first  launched 
nterj  it  has  become  the  de  facto  global  standard  for  managing  eBusiness 
'ucture.  But  we  didn't  stop  there -we're  also  the  world  leader  in  security  and  storage 
re.  Every  day,  our  software  handles  over  180  million  transactions,  protects  $50  billion 
}  transfers  and  stores  40  million  security  exchanges.  Expertise  doesn't  happen 
Lht.  It's  taken  25  years  of  hard  work  and  leadership  to  get  to  be  the  best.  So 
ve  say  you  can  trust  every  one  of  our  18,000  employees  around  the  world  to  deliver 
:tware  and  service  that  your  eBusiness'  success  depends  on,  we  really  mean  it. 

TOMORROW  |  WE  ARE  COMPUTER  ASSOCIATES  |  THE  SOFTWARE  THAT  MANAGES  eBUSINESS"  ca.COm 
omputer  Associates  International.  Inc.  (CA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respective  companies. 


Computer  Associates 


His  Life  as  a  Petri  Dish 

The  Sims  inventor  creates  equation  for  happiness 

HE'S  TINKERING  with  his  robot  while  discussing  a  com- 
plex concept  that  he's  reduced  to  an  equation.  "Happiness," 
Will  Wright  declares,  "is  having  one's  needs  met." 

I've  come  to  his  home,  perched  on  lonely  hills  in  Northern 
California,  to  understand  how  this  inventor-philosopher-game 
designer  created  The  Sims.  Electronic  Arts  has  sold  more  than 
3.5  million  copies,  making  it  the  top-selling  computer  game  in 
the  world. 

The  Sims  is  a  whole  lot  more  like  real  life  than  any  game. 
Players  determine  the  personalities  of  their  Sims  computerized 
characters,  then  navigate  the  chaos  of  daily  life  as  they  find 
jobs,  friends,  mates,  and  homes.  Toilets  back  up,  burglars  steal 
things,  workers  miss  their  carpool  rides.  If  a  woman  finds  that 
the  man  of  the  house  left  the  toilet  seat  up,  she  grumbles. 

It's  not  exactly  Leave  It  to  Beaver,  but  among  his  thou- 
sands of  fans,  Wright  holds  the  same  exalted  status  as  Beaver 
or  Wally  once  did. 

Wright  is  oblivious  to  all  that,  though.  With  his  thatch  of 
floppy  dark  hair,  wild  spark  in  his  eyes,  and  childlike  glee 
over  the  smallest  of  revelations,  this  cult  hero  looks  less  like  a 
great  computer  game  god  and  more  like  someone  who,  well, 
might  work  for  him. 

In  his  game,  as  in  his  life,  the  41 -year-old  Wright  sees  happi- 
ness as  a  mathematically  reachable  goal.  When  a  Sims  charac- 
ter buys  a  good  bed,  he  needs  less  sleep.  If  he  studies  cooking, 
he's  less  likely  to  start  a  kitchen  fire.  Neglect  a  child,  and  a  Sims 
social  worker  will  cart  the  toddler  away.  Ignore  a  pet  guinea 


Lonely  in  San  Francisco 

Available:  apartments  and  their  dwellers 

JUST  ABOUT  EVERY  tale  of  dot-com  gloom  in  the  San 
Francisco  Bay  Area  ignores  the  social  toll  on  the  workers  left 
downsized  and  disillusioned.  Sure,  dot-commers  are  poorer, 
even  humbler,  but  are  they  disappearing? 

Judging  from  one  local  Web  site,  the  answer  may  be  yes.  For 
Bay  Area  residents  seeking  employment,  companionship,  or 
elusive  affordable  housing,  www.craigslist.org  is  the  source 
for  insider  information.  The  site's  founder  and  namesake,  Craig 
Newmark,  has  discovered  that  apartment  listings  more  than 
quadrupled  between  Labor  Day  2000  (400  ads  weekly)  and 
March  (1,800). 

An  unexpected  side  effect  of  this  exodus  is  that  the  remain- 
ing digerati  may  be  lonelier.  Around  Labor  Day,  the  weekly  list- 
ings for  personals  ads  numbered  1,000;  nine  months  later,  they 
reached  3,500. 

Looks  like  the  young  and  the  wireless  have  even  more 
networking  to  do.  KARINA  KlNlK 


WILL  WRIGHT  Game  designer  had  to  rebuild  his  house,  just  like  in  The  Sims. 


pig,  and  it  may  bite  the  owner,  giving  him  a  cold — or  worj 

"The  behavior  of  the  people  is  almost  entirely  embeo 
in  the  objects,"  Wright  explains.  How  coveted  an  object 
be  depends  on  the  unique  makeup  of  each  character, 
object  may  be  plus  10  to  me,  plus  5  to  you,  dependinj 
your  personality,"  Wright  explains. 

"You  know  Maslow?"  Wright  inquires  with  delight.  Abra 
Maslow's  hierarchy  of  human  needs  recognizes  a  pyrami 
needs,  ranging  from  the  physical,  to  security,  socialization, 
worth,  and,  finally,  self-actualization.  The  Sims,  Wright  sa] 
"roughly  inspired"  by  Maslow — and  by  Wright  himself. 

Wright's  life  has  been  a  petri  dish  of  unintended  experir 
tation.  Ten  years  ago,  he,  his  artist  wife,  and  their  daughter 
nearly  everything  in  the  Berkeley-Oakland  firestorm.  Althc 
others  were  devastated,  Wright's  attitude  was  something 
"Oh  well,  we  lost  our  house.  We  have  to  go  buy  another  hoi 

As  his  family  set  about  rebuilding,  Wright  studied 
process  of  reacquiring,"  the  order  in  which  they  bought  th 
for  their  new  home. 

"You  ever  hear  about  Krakatoa?"  he  asks.  Decimated 
volcanic  eruption  in  1883,  the  island  and  its  subsequent  rej 
ulation  by  plants  and  animals  were  studied  by  biolog 
"When  we  bought  this  house,"  Wright  explains,  "it  was 
much  the  same  thing." 

In  the  early  days  after  the  fire,  everything  centered  on 
ing.  The  Wrights  bought  a  refrigerator,  a  stove,  a  table.  L 
they  purchased  books,  computers,  robots,  an  indust 
strength  microscope,  a  fog  machine,  and  artwork — the  b; 
for  their  suburban  life. 

A  hot  tub,  just  off  the  master  bedroom,  came  with 
house.  Notice  how  he- analyzes  it:  "Considering  the  high  rr 
tenance  effort  and  how  [little]  we  use  it,"  he  says,  "I'm 
it's  a  net  loss  in  happiness." 

These  days,  though,  Will  Wright  is  moving  on  to  bi 
concepts.  He's  developing  another  game  that  will  demonsi 
what  he  says  are  "the  unifying  factors"  in  the  universe,  f 
a  single-celled  organism  to  interstellar  civilizations.  Wi 
crouches  over  his  robot  and  describes  it  as  "the  history 
future  of  life."  CAROL  POG 
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uur  software,  the 
decisions  you  make 
tonight  can  change  your 
business  tomorrow. 


To  stay  competitive  today,  your  business  must  adapt  faster  than  ever.  Now  there's 
software  that  can  keep  pace.  Applications  built  with  Brokat  Advisor™  (from  Blaze) 
can  be  modified  by  anyone- no  programming  skills  required.  Which  makes  your 
organization  more  responsive  to  changing  market  conditions  and  consumer  demands. 
And  since  Advisor-based  applications  require  less  intervention  from  technical 
personnel,  they're  more  cost-effective  to  create  and  maintain.  To  learn  more  about 
our  revolutionary  rules  management  software,  request  our  free  white  paper. 
Just  call  1-800-876-4915  or  download  it  from  the  Web  at  www.brokat.com/change. 


^BrokatTechnologies 

$  Unleashing  User-Powered  Business  *u 
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A  Great  Library 

Rises  Again 

Egypt  pledges  no  Web  censorship 

THE  NEW  LIBRARY  of  Alexandria  crouches  on  the 
shore  of  the  Mediterranean  like  a  many-eyed,  Space  Age  crus- 
tacean. Its  monumental  body,  a  tilted  cylinder  in  slabs  of 
Aswan  granite  engraved  with  characters  from  65  languages, 
rises  from  a  reflecting  pool  planted  with  papyrus.  Said  by  its 
architects  to  evoke  the  rising  sun — or  a  giant  microchip — the 
new  Bibliotheca  Alexandrina  is  designed,  like  its  ancient  pred- 
ecessor, to  both  receive  and  transmit  knowledge. 

The  first  Library  of  Alexandria  was  built  at  the  beginning  of 
the  third  century  B.C.  by  Egypt's  king,  Ptolemy  I  Soter.  It  was 
meant  to  hold  every  known  book  and  to  house  scholars  and 
scientists  from  all  over  the  world.  It  was  here  that  Eratosthenes 
made  the  first  accurate  measurement  of  the  circumference  of 
the  Earth,  and  it  was  here  that  Euclid  completed  his  Elements. 
Some  600  years  later,  when  the  library  burned,  it  was  consid- 
ered one  of  the  great  calamities  of  the  ancient  world. 

Dr.  Mohsen  Zahran,  project  manager  for  Bibliotheca 
Alexandrina,  says  the  library  "has  the  same  commitment  and 
goals  as  the  ancient  one:  to  be  a  high-research  institution  with 
all  the  facilities  of  interchange  and  dialogue  among  scholars, 
to  be  the  university  of  universities." 

The  new  library  has  received  funds  from  around  the 
world.  And  while  Egypt  has  donated  some  $200  million, 
neighboring  oil  states  have  competed  to  outdo  one  another: 
Sheikh  Zaid  bin  Sultan  of  the  United  Arab  Emirates  first 
offered  $20  million;  Saddam  Hussein  put  up  $21  million, 
which  was  then  topped  by  Saudi  Arabia  with  $23  million. 

Scheduled  to  open  by  this  fall,  the  Bibliotheca  Alexandrina 


LIBRARY  OF  ALEXANDRIA:  A  breeding  ground  for  "intellectual  ferment." 

aspires  to  provide  not  only  8  million  books  but  state-of-tr 
electronic  resources  as  well.  In  a  huge  reading  hall  will  r 
about  600  computers,  many  offering  unfettered  Int 
access.  That's  an  impressive  step,  given  that  the  Cultural 
istry  banned  certain  books  from  the  Cairo  Book  Fair  rece 

But  Egypt's  first  lady,  Suzanne  Mubarak,  has  said 
the  new  library  should  be  a  breeding  ground  for  "intelle 
ferment."  Books  for  the  new  library  will  be  selected  t 
international  panel  of  scholars  and  will  not  be  censored. 

Potential  interference  from  fundamentalist  factions  ha 
even  been  considered,  perhaps  because  Alexandria,  with  its 
glot  population,  has  never  experienced  a  terrorist  incider 

Egypt  is  surprisingly  well  wired.  Major  hotels  are 
nected  to  the  Internet.  Internet  cafes  are  common  in 
cities.  Cell  phones — playing  the  theme  from  Swan  Lake  i 
they  ring — are  ubiquitous.  There  are  more  than  a  m 
satellite  dishes  in  a  country  of  nearly  70  million  people 
the  government  has  granted  Egypt's  250,000  Internet 
scribers  unrestricted  access  to  the  World  Wide  Web. 

In  a  speech  last  year  Mubarak  promised,  "The  techm 
and  people  involved  will  be  of  the  highest  caliber.  The  \ 
Wide  Web  will  be  accessible  to  all."  Asked  whether  it  w 
uncensored,  she  replied,  "Insh'  allah" — "God  willing." 

SUSAN  EDMl: 


NEVER  SAY  "SELL" 


Analysts  trip  out  on  Priceline.com 


$104.50 
~  Peak  price 


O  $87.56,  upgrade  to  BUY,  "Strong  business  momentum,  accelerated  product  rollout." — First  Union  Securities 
©$44.44,  upgrade  to  ACCUMULATE,  "Attractively  valued."— AG  Edwards 

©  $39.44,  initiate  BUY.  "The  platform  the  company  has  built. ..will  serve  as  a  launching  pad." — CS  First  Bost< 
©$4.72,  downgrade  to  ACCUMULATE,  "We  think  the  model  can  eventually  work." — Merrill  Lynch 
0S2.63,  downgrade  to  NEUTRAL,  "Customer  acquisition  costs  ...will  likely  make  steady  growth 
challenging." — Merrill  Lynch 
©$2.56,  initiate  STRONG  BUY,  "The  worst  is  behind  Priceline."— Legg  Mason 


Two-year  stock  performance  for  Priceline.com 
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Want  to  make  your  business  more  productive?  Take  the  office  with  you. 


The  Sprint  PCS  Wireless  WebSM  for  business  gives  your  employees  a  fast,  secure  connection 
to  your  company's  network,  even  when  they're  out  of  the  office.  With  their  wireless  Internet- 
ready  Sprint  PCS  Phone,™  they  can  submit  reports,  place  orders,  send  and  receive  e-mail, 
even  access  Microsoft  Exchange  and  Siebel  eBusiness  Applications  -  all  in  real  time. 
Plus,  they'll  enjoy  crystal-clear  calls,  thanks  to  the  only  all-digital,  all-PCS  nationwide 
network  serving  more  than  300  major  metropolitan  areas  and  all  major  airports. 

To  start  making  your  business  more  productive,  call  1-877-258-6202  or  visit  sprintpcs.com. 


^Sprint, 


The  Sprint  PCS  Clear  Wireless  Workplace.  Because  business  can't  wait' 


Sprint  PCS 


it  PCS  Wireless  Web  Browser  is  not  available  while  roaming  off  the  Sprint  PCS  Network.  Subject  to  credit  approval.  Sprint  PCS  Wireless  Web  service  may  not  be 
tely  available  in  select  affiliate  markets.  Terms  and  restrictions  for  Sprint  PCS  Wireless  Web  services  are  available  in  the  Wireless  Web  brochure.  ©2001  Sprint 
i  L.P.  All  rights  reserved.  Sprint,  Sprint  PCS,  Sprint  PCS  Wireless  Web.  Sprint  PCS  Phone  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  LP. 


Launch 


Cuban  Retreat 

Turncoat  spy  turns  to  dot-com 

THE  LAST  ANYONE  heard  of  rene- 
gade CIA  agent  Philip  Agee,  he  had 
landed,  logically  enough,  in  Cuba,  join- 
ing the  small  pantheon  of  American  mal- 
contents who  figured  they'd  be  happier 
in  the  people's  paradise  of  Fidel  Castro 
rather  than  in  the  land  of  the  free. 

And  what  was  the  former  spook- 
turned-snitch  doing  in  the  Western 
Hemisphere's  last  bastion  of  Marxism- 
Leninism?  Running  guns  to  liberation 
movements?  No,  he  was  setting  up  his 
tourist  site,  www.cubalinda.com,  which 
bills  itself  as  "the  first  independent 
U.S.-owned  company"  in  Cuba. 


PHILIP  AGEE:  Former  agent  becomes  online  entrepreneur. 

That's  ironic.  Some  22  years  ago, 
Agee's  passport  was  revoked  after  he  pub- 
lished a  book  that  identified  hundreds 
of  CIA  agents,  imperiling  their  lives. 

Last  year  Agee  joined  the  Net  gen- 
eration. "For  a  little  dot-com  startup, 
we  did  all  right  in  2000.. ..We  put  to- 
gether a  marvelous  staff,  brought  a 
couple  of  hundred  people  to  Cuba,  and 
billed  six  figures." 

In  a  letter  on  the  site,  Agee  explains: 
"This,  I  thought,  would  be  another  con- 
crete way  to  support  the  revolution,  and 
this  time  it  would  be  more  than  words." 

Honest,  he  says  that. 

"There's  really  no  way  that  this  can 
fail,"  Agee  boasted  last  year.  It  seems 
a  bold  prediction  for  a  business  that 
depends  on  customers  w  tiling  to  violate 
U.S.  statutes  prohibiting  Americans  from 
visiting  Cuba.  CARL  M.  CANNON 


The  Humane 

Touch 


Bad  Design  Can  Be  Costly 

Not  to  mention  inefficient,  demoralizing,  and  embarrass 


BAD  USER  INTERFACES 

may  be  more  expensive 
than  you  think,  including 
software  your  company 
buys  as  well  as  software 
your  company  writes. 

For  example,  every- 
body knows  that  Micro- 
soft Word,  Excel,  and 
other  popular  programs 
can  be  maddeningly  frus- 
trating, but  few  take  the 
time  to  figure  out  what 
their  shortcomings  mean 
in  terms  of  lost  work, 
lower  worker  morale, 
and  wasted  dollars. 

Microsoft  Word 
requires  at  least  30% 
more  keystrokes  and 
100%  more  mouse 
moves  to  accomplish  cer- 
tain editing  tasks  than 
would  an  optimal  word 
processor.  Decreasing 
physical  work  not  only 
saves  time  but  also 
decreases  incidents  of 
repetitive  stress  injury. 
Good  design  can  elimi- 
nate many  of  the  steps 
that  are  most  damaging 
to  nerves  and  tendons. 

The  saying  among 
IT  professionals  used 
to  be,  "Nobody  ever  got 
fired  for  buying  IBM." 
Now  it's,  "Nobody  ever 
got  fired  for  buying 
Microsoft."  Sometimes 
we  forget  that  whenever 
you  do  exactly  what 
everybody  else  does,  you 
lose  an  opportunity  for 
a  competitive  advantage. 

IT  purchasers  tend 
to  go  with  the  big  name. 


Another  example  is  the 
AutoCAD  computer- 
aided  design  and  drafting 
package.  Vellum  (a  com- 
petitive CAD  package)  is 
much  easier  to  learn  and 
more  efficient.  It's  got 
a  better  interface  rather 
than  more  features — and 
yes,  its  files  are  compati- 
ble. For  many  companies, 
using  it  would  be  like 
getting  free  engineers. 

The  status  quo  is  hard 
to  change  because  today's 
top  executives  come  from 
backgrounds  unlikely  to 
have  given  them  an  under- 
standing of  the  economic 
advantages  of  good  inter- 
face design.  For  example, 
a  couple  of  years  ago,  I 
was  the  vice  president  in 
charge  of  human  inter- 
action at  Telocity,  a  DSL 
provider.  At  my  first 
executive  staff  meeting 
with  the  newly  named 
CEO,  she  said,  "So, 
you're  going  to  choose 
the  colors  for  our  Web 
site."  Having  thus 
pigeonholed  me,  she 
refused  all  requests  for 
a  one-on-one  meeting. 
She  knew  that  efficient 
CEOs  don't  need  to  be 
bothered  with  trivial 
details  like  color  choices. 

However,  it  was  not 
our  Web  site  colors  but 
our  internal  order-taking 
software  that  was  my 
first  concern.  It  was  slow, 
didn't  make  available 
information  that  account 
representatives  needed, 


and  required  consider 
able  training.  Interfac 
analysis  showed  that 
redesign  could  speed 
each  call  by  at  least  1 
and  the  reduction  of 
errors  would  save  tirr. 
and  retain  customers 
who  dropped  out  of  t 
order-taking  process  i 
frustration.  The  savin 
to  the  company  in  lab 
costs  alone — even  wii 
out  an  increase  in  sub 
scribers — would  havi 
been  significant. 

As  far  as  I  know, 
the  CEO  never  learnet 
how  better  user  inter- 
faces could  add  to  the 
bottom  line.  On  the  d. 
I  resigned,  I  made  a  la 
attempt  to  be  helpful, 
suggesting  that  the  CE 
use  her  full  name,  "Pa 
Hart,"  in  her  email  adc 
because  the  form  she 
using  had  an  unfortur 
pronunciation.  The  re 
said  that  my  note  woi 
not  be  passed  on  beca 
Ms.  Hart  was  acceptii 
"revenue  generating 
messages  only."  Until 
she  left  to  become  CI 
of  ExciteAtHome  las 
month,  she  still  used 
old  "phart"  email.  A 
all,  it's  just  an  interfa 
issue.  JEF  RA 

]ef  Raskin  is  an  au 
and  interface  and  sy 
design  consultant, 
father  of  the  original 
intosh  project,  he  nc 
it  after  his  favorite  a\ 
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WHAT  CONNECTS  YOU  CAN  ALSO  CONFINE  YOU.  o  ur  software  solutions  provid 

freedom  to  conduct  business  in  any  environment  you  chose,  using  mobile  computing  across  mu 


©2001  Cysivc.  Inc.  Cysrve.  is  a  trademark  of  Cysive.  Inc. 


Fundamental  change,  I 

i  ^    \  i  it's  inevitable 


INTELLIGENT  OPTICAL  NETWORKS  09OM  CIENA.  Change  if  in  the,  air.  Intelligent 
Optical  Networking:  ijs  demolishing  thm/ highc0S(spf  building  and  managing  market-leading  networ 
A  n$m1genor;ttion  of  intelligent  optical  solutions  from  CIErHA  is  already  transforming 
networks  ii  1  to  ir^^itelv^f^itKeJ&na  tlexible^la  t  forms  that  allow  innovative  new  services 

and  lower  ceSfg.  To  see  haw  CIENA  c^n  help  you  renovate  your  network,  visit  CIENA.com 
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JETTER  FROM  WASHINGTON 


BITTER  PILLS 

Drug  companies  have  turned  the  tables  on  the  FDA, 

and  dangerous  medicines  are  the  result     By  Carl  M.  Cannon 


■  or  nearly  40  years,  the  Food  and  Drug  Administration 
I  was  the  envy  of  the  world.  When  pharmaceutical  compa- 
nies wanted  to  market  their  latest  miracle  drug,  physicians 
n  Britain  to  Japan  would  remember  the  deformity-causing 
lpound  thalidomide  and  ask  themselves  a  simple  ques- 
1:  What  does  the  FDA  say? 

SIo  longer.  Today  the  pharmaceutical  industry  has  more 
e  in  Washington,  D.C.,  than  at  any  time  since  John  F. 
inedy  was  president.  So  much,  in  fact,  that  one  of  the 
es  that  may  soon  divide  President  Bush  and  Democrats  on 
)itol  Hill  is  whether  drug  manufacturers  have  become  too 
verful.  The  specific  issue  is  whether  the  new  fast-track 
ilication  process  has  become  so  streamlined  that  it  results 
:he  approval  of  drugs  with  minimal  effectiveness  —  but 
htful  side  effects. 

Eight  fast-tracked  drugs  have  been  withdrawn  in  recent 
rs,  but  it  took  more  than  a  thousand  deaths  to  accomplish 
t  result.  "These  withdrawals  are  evidence  that  an  unprece- 
ted  number  of  Americans  are  being  subjected  to  unsafe 
gs,"  says  Thomas  Moore,  a  health  policy  analyst  at  George 
shington  University  Medical  Center.  "The  FDA  is  more 
rested  in  listening  to  industry  rather  than  its  own  experts." 
Drug  companies  have  historically  pestered  the  government 
favorable — and  fast — rulings  on  new  drug  applications, 
until  the  past  decade  FDA  researchers  assumed  it  was 
ir  duty  to  resist  such  pressure.  The  agency's  unofficial 
ron  saint  is  Dr.  Frances  Kelsey,  who  earned  a  presidential 
ial  and  a  place  in  history  just  for  doing  her  job  in  the  FDA 
iter  for  Drug  Evaluation  and  Research  lab. 
In  1960  Dr.  Kelsey  was  assigned  to  review  the  Richardson- 
rrell  Company's  application  to  sell  a  sleeping  pill  under  the 
ne  Kevadon.  The  actual  name  of  the  compound  was 
lidomide,  and  the  story  of  that  awful  drug  has  been  told 
ny  times:  how  it  was  prescribed  for  pregnant  women  suffer- 
from  morning  sickness,  and  how  it  caused  horrendous 
armities  in  human  fetuses,  resulting  in  thousands  of  babies 
ig  born  blind  or  deaf  or  with  flipper-like  arms  and  legs, 
didomide  cases  were  reported  in  20  countries,  including 
many,  France,  Britain,  Canada,  Japan,  and  Brazil. 
Despite  pressure  from  Richardson-Merrell,  Dr.  Kelsey 
er  approved  the  drug  for  use  in  America.  She  noticed  in 
company's  application  that  in  the  laboratory,  thalidomide 
not  put  test  animals  to  sleep  the  way  it  did  humans.  She 


reasoned  that  if  the  drug  acted  differently  in  the  systems  of 
test  animals,  perhaps  the  experiments  showing  it  was  safe 
weren't  applicable,  either.  Specifically,  she  wondered  about 
the  effects  of  the  drug  on  human  embryos. 

As  the  world  soon  learned,  her  fears  were  well  placed. 
President  Kennedy  paid  homage  to  her  at  the  White  House. 
Estes  Kefauver,  a  Democratic  senator  with  presidential  ambi- 
tions, helped  fashion  a  new  law  giving  the  FDA  the  authority 
to  require  that  drugs  be  effective  and  safe  before  allowing 
them  to  be  marketed. 

This  was  the  status  quo  for  a  generation.  Then  came  HIV, 
which  changed  the  political  equation.  AIDS  activists  came  to 
Washington  with  a  simple  plea:  We  need  powerful  new  drugs, 
but  we  will  die  waiting  for  them  to  be  tested  and  approved. 
If  we  are  willing  to  take  the  risks,  why  isn't  the  government? 

Their  salient  appeal  succeeded,  but  along  the  way,  the 
delicate  balance  between  pro-business  and  pro-consumer 
members  of  Congress  was  upset.  Worse,  at  a  time  when  the 
frontiers  in  biomedical  research  included  stem  cell  research 
and  the  human  genome  project,  the  culture  of  the  FDA  was 
reverting,  it  seemed,  to  the  snake-oil  days  preceding  the  1906 
Pure  Food  and  Drug  Act. 

For  those  afflicted  with  HIV,  the  speeding  up  of  FDA 
protocols  has  been  a  life-prolonging  miracle;  more  than 
15  antiviral  drugs  have  been  fast-tracked  onto  the  market 
in  the  past  decade.  To  other  unsuspecting  Americans,  how- 
ever, the  sea  change  in  the  FDA's  attitude  has  resulted  in  cat- 
astrophic illness,  even  death,  from  drugs  that  have  been 
rushed  to  market.  Investigative  reporter  David  Willman  of 
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the  Los  Angeles  Times  has  been  the  most 
dogged  chronicler  of  this  phenomenon, 
bringing  to  public  light  the  horrendous 
potential  side  effect — chronic  liver  fail- 
ure— of  the  Warner-Lambert  diabetes 
drug  Rezulin.  It  was  fast-tracked  onto 
the  market  despite  tests  showing  it 
induced  serious  liver  damage — result- 
ing in  at  least  one  death  —  in  about  2% 
of  those  who  took  it  in  clinical  trials. 
(For  this  work,  Willman  received  the 
Pulitzer  Prize  in  April.) 

The  FDA  was  slow  to  admit  that 
Rezulin's  side  effects  were  too  danger- 
ous or  that  their  approval  process  might 


A  SAFER  TIME:  Dr.  Frances  Kelsey  (left)  received  the  Distinguished  Federal  Civilian  Service 
medal  from  President  John  F.  Kennedy  after  she  rejected  thalidomide  use  in  the  United  States. 


have  flaws.  But  after  63  documented 
deaths  —  later  expanded  to  391  after 
an  investigation  by  the  Los  Angeles 
Times  —  the  agency  finally  pressured 
Warner-Lambert  to  withdraw  the  drug 
in  March  2000. 

In  contrast  to  thalidomide,  Rezulin 
was  withdrawn  from  the  British  market 
long  before  the  United  States  took  simi- 
lar action.  British  manufacturer  Glaxo 
Wellcome  suspended  sales  of  Rezulin  in 
that  country  three  years  earlier. 

How  things  have  changed  at  the 
FDA.  In  1960  and  1961  the  industry  put 


tremendous  pressure  on  Dr.' 
Kelsey,  but  her  superiors 
backed  her  up.  In  the  Rezulin 
case,  FDA  bosses  removed  the 
agency  physician  who  raised 
questions  about  its  safety. 
Their  explanation  was  that 
the  FDA  man  once  used  the  word  shit 
during  a  contentious  meeting  with 
Warner-Lambert  officials.  Worse  still, 
Willman  documented  financial  relation- 
ships between  the  drug  company  and 
key  physicians  —  either  paid  by  the 
government  or  advising  it — who  were 
responsible  for  testing  and  approving 
the  drug. 

Other  fast- 
track  drugs  have 
been  rescinded: 
heartburn  drug 
Propulsid,  pain- 
killer Duract, 
blood-pressure 
medicine  Posicor, 
antibiotic  Taxar, 
diet  pill  Redux, 
and  Lotronex,  a 
treatment  for  irri- 
table bowel  syn- 
drome. Obviously, 
not  all  the  new 
drugs  are  killers — 
and  sometimes 
decisions  at  the 
FDA  to  speed  up 
the  process  or 
short-circuit  clini- 
cal trials  save  lives. 

This  spring 
the  FDA  removed 
an  eighth  drug, 
the  anesthetic  Raplon,  from  the  market 
because  of  the  deaths  of  five  patients,  two 
of  them  children.  Raplon  was  not  a  fast- 
track  drug,  but  the  FDA  has  now  docu- 
mented 1,007  deaths  from  Raplon  and 
the  other  seven  drugs,  although  the  actual 
toll  is  certainly  higher  since  doctors,  hos- 
pitals, and  others  report  deaths  on  a  vol- 
untary basis.  Although  none  of  these 
medications  treats  life-threatening  condi- 
tions, wording  in  1992  and  1997  legisla- 
tion authorized  the  FDA  to  speed  up  its 
approval  process,  first  for  AIDS  drugs 
and  then  for  any  drugs  deemed  effective 


To  unsuspecting  Americans, 
the  sea  change  in  the  FDA's 
attitude  has  resulted  in 
catastrophic  illness,  even 
death,  from  drugs  that  have 
been  rushed  to  market. 


in  combating  "life-threatening  or  s 
ous"  diseases. 

Serious  turns  out  to  be  an  elastic  tei 
but  this  is  not  necessarily  an  exarr] 
of  the  law  of  unintended  con| 
quences  —  it's  more  like  a  loophc 
Certainly,  the  pharmaceutical  conn 
nies  knew  what  they  were  doing.  I 
they  had  widespread  support  ami 
politicians  as  well. 

Among  the  drugs  that  have  slip 
through  that  loophole?  Thalidomi 
for  one.  I  am  not  making  this 
Approved  this  time  around  by 
FDA  only  for  use  on  patients  wi 
leprosy,  there  apparently  were  hi 
hopes  that  thalidomide  could  si 
AIDS  patients.  Thalidomide  has 
caught  on  as  an  AIDS  drug,  althoi 
clinical  trials  are  testing  its  efficacy 
treating  Kaposi's  sarcoma.  Yet  a  ha 
ful  of  researchers  hold  out  hope  t 
it  may  yet  prove  its  worth  in  fight 
other  cancers. 

Thalidomide  is  an  anti-antiogei 
which  means  it  can  stop  blood  vesi 
from  forming.  This  trait  causes  frighi 
deformities  in  the  womb,  but 
hope  is  that  this  same  characters 
can  be  effective  in  stopping  the  gro' 
of  malignant  tumors.  Preliminary  sc 
ies  show  that  this  theory  may  f 
out.  Yet  records  on  file  with  the  F 
show  how  potent  this  drug  is:  The 
Angeles  Times  discovered  16  instan 
in  which  thalidomide  was  suspec 
as  a  cause  of  death  in  cancer  patiei 
Dr.  Jonathan  Wilkin,  an  FDA.  advis 
physician,  warned  the  agency 
thalidomide's  potential  harm 
white  blood  cells  —  and  recommen< 
against  approving  the  drug.  He  \ 
overruled. 

Carl  M.  Cannon  is  the  White  Ho 
correspondent  for  the  National  Joun 
His  "Letter  from  Washington"  appe 
regularly  in  Forbes  ASAP. 
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You  Need  More  Customers. .. 

now  what? 


It's  time  to  take  advantage  of  the  e-centives®  Promotions  Network— the  easiest,  most 
cost-effective  way  to  reach  consumers  who  are  ready  to  buy. 

We'll  help  you  focus  your  marketing  efforts  and  increase  responses  to  your  promotions. 
How?  By  targeting  millions  of  savvy  shoppers  who  told  us  what  they  like.  Shoppers  who 
asked  to  receive  offers  via  personalized,  opt-in  e-mail  and  across  our  Network  sites— 
iVillage.com,  Excite.com,  USATODAY.com  and  more.  When  they're  ready,  shoppers 
redeem  their  offers  directly  through  you. 

Why  waste  time  or  money  chasing  a  shot  in  the  dark?  Our  sophisticated  technology  and 
client  services  team  will  make  sure  you're  always  on  target.  We'll  do  everything  for  you— 
from  strategy  development  and  launch  to  tracking  and  reporting.  You  can't  miss! 

Reap  the  rewards  of  precision  marketing  with  consumers  who  won't  play  hard  to  get. 
Contact  the  e-centives  sales  team  today  at  1 -877-ECENTIVES  or  visit  us  online  at 
www.e-centives.com/corp. 


|  c-\  hrk    what  you  want  | 


arn  more  about  the  e-centives  Promotions  Network  and  our  other  solutions,  visit  us  at  www.e-centives.com/corp  or  call  1.877.ECENTIVES. 


©  1999-2001  e-centives*.  Inc.  All  rights  reserved,  e-centives"  and  e-centives  logo  are  the  exclusive  trademarks  of  e-centives,  Inc. 


L  Al 


TJON| 


ENOUGH  DOOM  AND  GLOOM: 

LET'S  TANGO 

BY    FORBES   ASAP   STAFF    •     ILLUSTRATIONS    BY    HAL  MAYFORTI 


1>  What  was  the  first  technology? 

In  the  interests  of  stark  realism,  we'd  like  to  nominate  the  handheld  rock 
(aka  the  Palm  Pummeler),  which  could  be  used  for  all  sorts  of  practical 
purposes,  including  bashing  in  the  heads  of  competing  Homo  sapiens, 
thus  advancing  the  gene  pool  of  the  winners. 

2.  In  tough  times,  cash  is  king.  Which  of  the  large  tech  companies  has  the 
most  cash? 

As  of  early  spring  Microsoft,  by  a  long  shot,  with  $26.9  billion,  nearly  twice 
the  amount  of  Intel  ($13.5  billion)  and  five  times  the  third-place  finisher,  Dell, 
at  $5.4  billion  (also  three  times  GE's  cash  position).  By  the  way,  the  largest 
tech  company  with  the  least  amount  of  cash  is  Sprint  FON  at  $122.0  million. 

Will  a  cell  phone  stop  a  bullet  as  well  as  a  Bible  does? 

After  months  of  testing  this  out  in  the  Forbes  ASAP  benchmark  labora- 
tory, we  can  safely  say  that  the  prize  still  goes  to  the  Bible.  According  to 


Mike  Hill,  engineering  professor  at  the  Univer 
of  California  at  Davis,  "The  flexible  and  fibr< 
Good  Book  will  stand  more  of  a  chance  of  st 
ping  a  bullet.  The  brittle  cell  phone,  replete  m 
mechanical  inhomogeneities,  is  unlikely  to  Wj 
stand  the  force."  On  the  other  hand,  the  w< 
inhomogeneities  might  stop  a  bullet  by  itself. 

4.  Amazon  says  it  will  be  profitable  by  the  foi 
quarter  of  2001.  Will  it  be? 

No,  at  least  not  on  the  bottom  line,  the  way  most  o 
think  of  profitability.  Amazon  is  referring  to  operai 
profit,  which  doesn't  include  its  billion-dollar  debt  J 
ments.  According  to  at  least  two  analysts,  Scott  Real 
of  SG  Cowen  and  Jeffrey  Fieler  of  Bear  Stea( 
bottom-line  profitability  won't  happen — if  it  ever  H 
pens— until  the  end  of  2002  or  2003.  Yikes!  OK,  w| 
about  operating  profit?  Will  Amazon  make  its  Q4  gc 
With  the  downturn  in  the  economy,  this  might  be 
likely.  In  fact,  Reamer  and  Fieler  think  it's  more  li] 
Amazon  will  achieve  the  goal  sometime  in  fiscal  j 
2002.  The  key  seems  to  be  whether  Amazon  can  S 
sales  in  its  new  electronic  and  toy  stores  and  continui 
drive  fulfillment  costs  out  of  those  parts  of  the  compi 
that  are  profitable — namely  books,  CDs,  and  videoi 
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Was  the  Internet  boom  and  subsequent  bust  ultimately  good 
tad  for  the  U.S.  economy? 

od.  Just  take  one  simple  measure:  the  Nasdaq,  before  and 
fer  the  August  1995  Netscape  IPO.  Back  then,  the  Nasdaq 
i  trading  around  1,000,  with  a  total  market  cap  of 
trillion.  As  of  press  time,  it  was  around  2,000,  with  a 
rket  cap  of  about  $3  trillion. 

What  chart  best  sums  up  why  the  Nasdaq  has  fallen  from  its 
h  of  5,000? 


I860     1880     1900     1920     1940     1960     1980     2000  2020 


Stock  prices  and  earnings,  1871-2000 
al  (inflation-corrected)  S&P  Composite  Stock  Price  Index  and 
eal  S&P  Composite  Earnings.  Source:  Irrational  Exuberance, 
by  Robert  J.  Shiller,  Princeton  University  Press,  2000 


Who  is  high  tech's  Edison? 

ou  mean  someone  who  consistently  remained  an  inventive 
ius  over  an  entire  career,  we'd  nominate  the  late  Bob  Widlar. 
ilar  was  also  the  wildest  figure  of  Silicon  Valley's  Wild 
;t  early  days.  Haven't  heard  of  him?  That's  because  Widlar 
I't  work  on  digital  chips;  he  worked  on  linear  devices  (also 
iwn  as  analog  devices),  the  supporting  technology  for  digi- 
:ircuitry — not  to  mention  television,  radio,  and  telephones, 
ike  digital  components,  with  their  teams  of  mask  designers, 
ar  devices  were  uniquely  suited  for  lone  artistic  geniuses 

Widlar.  For  30  years  at  Fairchild  Semiconductor,  then 
ional  Semiconductor,  then  Linear  Technology,  Widlar  reg- 
ly  appeared  with  some  stunning  new  creation. 
Vidiar  was  also  a  maniac.  Stories  of  his  antics  are  part  of 
on  Valley  legend.  At  Fairchild  and  National,  he  kept  an  ax 
is  office,  and  when  frustrated,  he  would  attack  the  nearest 

or  linoleum  floor.  He  was  once  spotted  wandering  drunk 
m  New  York's  Fifth  Avenue  in  a  snowstorm  trying  to  fig- 
out  how  to  walk  to  New  Jersey  for  a  sales  call.  When  he 

Fairchild,  he  scrawled  on  the  six-page  exit  questionnaire: 
hNT  TO  GET  RICH.  X.  (He  never  signed  his  name.) 
\.t  National  Semiconductor,  when  the  company  temporar- 
ell  on  hard  times  in  1969  and  had  to  cut  back  on  land- 


scaping expenses,  Widlar  showed  up  one  morning  in  his  Mer- 
cedes convertible,  pulled  a  goat  out  of  the  trunk,  leashed  it  to 
the  bumper,  and  had  it  chew  on  the  lawn  for  the  rest  of  the 
day.  That  night,  in  a  nearby  bar,  he  auctioned  the  goat  off  to 
the  highest  bidder.  Widlar  spent  his  last  years  living  in  Mex- 
ico, regularly  flying  to  the  Valley  to  deliver  his  latest  brilliant 
design.  Tech  is  unlikely  to  see  his  kind  again. 

8.  Who  said,  "Sitting  at  your  computer  surfing  the  Web  is  not  as 
good  as  the  mambo"? 

Writer  Mary  Gordon,  at  a  lecture  in  San  Francisco.  Not  to  be 
picky,  but  we'd  choose  the  tango. 


9.  Will  English  become  the  official  language  of  the  Internet,  as  it 
has  become  in  aviation? 

No,  non,  nyet,  and  nix.  For  one  thing,  domain  names  are  no 
longer  limited  to  English.  With  multilingual  domain  name  reg- 
istration, many  Internet  users  can  type  domain  names  in  their 
native  languages.  For  example,  sites  can  register  domain  names 
in  Korean  and  Japanese,  as  well  as  traditional  and  simplified 
Chinese  characters.  Portuguese,  Spanish,  and  Arabic  domains 
will  be  available  in  the  near  future. 

10.  In  how  many  languages  does  Microsoft  issue  software? 

Thirty. 

jLL  How  many  languages  does  Bill  Gates  speak? 

He  speaks  only  English  but  writes  in  XML,  C++,  C  Sharp,  and 
Visual  Basic. 

12.  Who  was  the  first  person  to  envision  the  Internet? 

In  his  1 934  Traite  de  Documentation,  a  Belgian  lawyer  named 
Paul  Otlet  conceived  of  a  Universal  Network  for  Information 
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and  Documentation  in  which  access  would  be  gained  through 
multimedia  workstations  that  lay  waiting  to  be  invented. 

In  1938  H.G.  Wells,  who  tended  to  see  engineers  as  the  sav- 
iors of  the  world,  published  World  Brain,  which  advocated  the 
development  of  an  encyclopedia  to  provide  a  systematic  order- 
ing of  human  thought  and  to  act  as  a  sort  of  super  university. 

Of  course,  Tim  Berners-Lee  created  the  World-Wide  Web, 
while  Marc  Andreessen  and  Eric  Bina  created  a  way  to  navi- 
gate it,  but  they're  relative  newcomers. 

Will  we  ever  be  attacked  by  an  incurable  computer  virus? 

If  you've  ever  lost  all  your  work  because  a  virus  deleted, 
deformed,  or  defaced  your  hard  drive,  you  already  have  been 
attacked  by  an  incurable  virus. 

But  on  a  larger  scale,  it's  very  unlikely  that  a  killer  virus  would 
have  time  to  take  over  all  or  even  large  parts  of  the  Internet. 
Detection  methods  are  getting  as  sophisticated  as  the  new  poly- 

morphing  viruses,  such  as  the 
Love  Bug.  Even  a  virus  that 
keeps  changing  its  code  and 
size  or  other  attributes  still  re- 
tains enough  of  a  fingerprint  or 
pattern  from  its  ancestor,  ex- 
perts say,  to  let  new  types  of 
antivirus  scanners  pick  up  its 
scent.  The  common  cold,  on 
the  other  hand ... 

14.  Who  invented  cookies 
and  how  did  they  get  that  name? 

What  we  mean  by  cookies  to- 
day (a  way  for  Web  sites  to 
secretly  know  who  is  visiting) 
was  not  its  original  meaning. 
Legend  has  it  that  in  1970  an 
IBM  computer  operator  at 
Brown  University,  who  allegedly  locked  users  out  of  their 
terminals  until  they  manually  typed  the  word  cookies,  inspired 
two  MIT  students  to  create  a  similar  program.  Why  cookies? 
One  theory  is  that  the  name  refers  to  a  popular  cookie-bear 
character  from  a  1960s  commercial.  The  current  meaning 
of  cookies  came  into  being  in  1994,  when  Lou  Montulli, 
one  of  Netscape's  founding  engineers,  concocted  the  first 
batch  of  Web  cookies  as 


The  original  Love  Bug 


simple  mechanisms  to  make 
it  easier  for  users  to  access 
their  favorite  Web  sites  with- 
out going  through  a  lengthy 
process  of  identifying  them- 
selves each  time.  The  man 
People  magazine  named  the 
"Sexiest  Internet  Mogul"  in 
1999  had  no  idea  that  his  in- 
vention would  spark  an  ensu- 
ing debate  over  privacy  issues. 


15.  Does  the  Web  site  of  the  Girl  Scouts  of  America  contain 
cookies? 

Yes. 


16.  What  is  a  Worm  Light? 

If  you're  12,  you  know  that  hiding  under  the  covers  wi| 
flashlight  and  comic  books  is  old  school.  Now  you  can 
Pokemon  until  3  a.m.  with  the  help  of  a  tiny  Worm  L) 
attached  to  your  Game  Boy. 

The  discovery  that  the  Game  Boy's  connector  port  j 

duced  enough  power  fd 
small  light-emitting  di 
was  the  spark  for  the  sin 
device.  Just  connect  the  Wl 
Light  into  the  port  on 
left-hand  side  and  turn 
the  Game  Boy.  No  batte 
needed. Just  think  of  the  | 
sibilities  when  proctolog 
get  ahold  of  one. 

17.  What  is  a  "booth  babe"7 

According  to  GraphicPower.com,  a  Web  site  for  graphics 
fessionals,  "Booth  babes  are  an  integral  part  of  the  Macw* 
Expo  experience."  Which  is  to  say  that  young,  smiling  woo 
in  attire  that  might  be  described  as  business-carnal  are  esi 
tial  to  drawing  prospective  customers  to  listen  to  vapid  pita 
about  vaporware. 

To  view  some  winsome  booth  babes,  check  out:  htl 
www.graphicpower.com/showreports/mwesf2000/galH 
bbabes/boothbabes.stm 


18.  Are  there  safeguards  in  place  to  stop  a  1929-ty 
market  crash? 

It  depends  on  which  stock  exchange  you're  talking  about.  T 
years  after  the  1987  crash,  the  NYSE  instituted  a  number 
methods  to  stop  large-volume  automated  computer  tradi 
These  include  "circuit  breakers,"  which,  just  like  the  ones 
your  utility  closet,  turn  off  trading  when  the  Dow  gets  ov 
loaded  due  to  a  steep  decline.  There  are  three  types  of  circ 
breakers.  If  the  Dow  decreases  10%,  trading  is  halted  for 
minutes.  If  it  falls  20%,  trading  is  halted  for  two  hours.  Art 
it  falls  30%,  trading  doesn't  happen  for  the  rest  of  the  d 
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aks  Incorporated  has  long  been  famous  for  attentive,  personal  service.  So  when  they  wanted  to  restyle  their  customer  service  operations  for  today's 
usiness  environment,  they  chose  Aspect.  Using  Aspect*  CRM  solutions,  Saks  integrated  three  contact  centers  into  a  single  virtual  contact  center.  Without 
dding  a  single  agent,  Saks  now  handles  16%  more  customer  interactions.  Whenever— and  however— their  customers  choose.  It's  all  resulted  in  three-quarters 
>f  a  million  dollars  in  annual  savings,  while  preserving  Saks'  legendary  service  for  generations  to  come.  It  seems  that  success  does  indeed  come  gift-wrapped. 

Set  the  whole  story  behind  Aspect's  solution  for  Saks  at  www.aspect.com/go/maxprofrts  or  call  us  at  1-888-412-7728. 

spect  and  the  Aspect  logo  are  trademarks  and/or  service  marks  of  Aspect  Communications  Corporation  in  the  United  States  and/or  other 
suntrles.  All  other  product  or  service  names  mentioned  in  this  document  may  be  trademarks  of  the  companies  with  which  they  are  associated 
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"Collars"  are  another  way  to  cool  the  market,  and,  again, 
stop  large  computer  trading.  If  the  market  moves  up  or  down 
210  points  from  the  previous  day's  close,  a  collar  is  attached  to 
the  raging  bull  or  bear,  which,  in  effect,  limits  sell  and  buy 
prices.  In  2000,  collars  were  put  in  place  50  times,  and  as  of 
March  2001,  15  times.  The  Nasdaq,  however,  has  no  similar 
safeguards.  According  to  spokesperson  Scott  Peterson,  the 
exchange  lets  the  market  "find  its  own  level." 

19.  How  does  fiber  optics  carry  information  using  light? 

Our  very  own  George  Gilder  might  ask,  "How  many  angels  of 
infinite  bandwidth  can  dance  on  grains  of  sand  spun  into  crys- 
talline fibers  and  woven  into  worldwide  webs?"  But  we're  not 
in  George's  metaphoric  league.  We  just  want  to  know  how 
something  the  width  of  a  human  hair  and  wrapped  in  what 


looks  like  a  very  long  garden  hose  can  transmit  the  entire  con- 
tents of  the  Library  of  Congress  from  San  Francisco  to  New 
York  in  the  blink  of  an  eye.  The  answer?  First,  you  convert  all 
those  ones  and  zeros  of  data  into  light  pulses  (on  and  off)  gen- 
erated by  a  laser.  Second,  the  pulses  are  sent  down  an  optical 
fiber  that  generally  has  three  layers:  The  central  core  is  the 
region  where  the  light  travels  and  is  an  ultra-pure  glass 
"injected"  with  a  rare-earth  element  like  erbium  that  helps  to 
keep  the  light  pulse  strong.  The  surrounding  layer  of  pure  sil- 
ica glass  acts  like  a  mirror  and  keeps  the  light  in  the  core  by  a 
kind  of  caroming  reflection.  The  outer  layer  is  a  protective 

coating  of  plastic.  Finally, 
the  cabling  process  combines 
multiple  fibers  into  a  protec- 
tive structure  composed  of  a 
combination  of  plastics  and 
Kevlar  and/or  metal,  to  pro- 
tect its  fragile  contents  from 
nasty  things  like  backhoes. 


20.  When  will  we  solve  the 
Last  Mile  Problem? 

Guess  what?  We  already  have. 
More  than  50%  of  U.S.  house- 
holds can  get  broadband  (i.e., 
cable  modems  or  DSL  lines), 
but  only  a  fraction  currently 


do.  Both  technologies,  which  can  be  up  to  30  times  faster  th 
regular  dial-up  modem,  are  expensive  and  can  be  a  nightma 
install.  Plus,  many  people  already  have  broadband  at  work, 
the  real  reason  is  a  lack  of  killer  applications.  TV  had  Uncle  M 
Milton  Berle,  whom  everyone  just  had  to  watch.  The  Inte 
doesn't.  But  what  about  all  those  cool  things  you  keep  hea 
about,  like  an  on-demand  big-screen  movie  experience  or 
ducing  your  own  entertainment  by  controlling  cameras  at  a  sp 
ing  event?  Those  types  of  applications  take  huge  amounl 
bandwidth  (say,  100  to  200  megabits  per  second),  and  at 
point,  that  is  only  possible  when  fiber-optic  cables  come  int< 
home.  A  few  lucky  communities,  involved  in  test  trials,  are  gel 
such  bandwidth,  but  the  majority  of  us  will  have  to  wait  ye 
One  estimate:  2020. 
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21.  Are  slide  rules  still  manufactured? 

Fiddlesticks — no  one  manufactures  slide  rules  anymore.  B 
you're  desperate  for  retrotech,  you  can  buy  them  online  f 
eBay.  There's  also  a  slide  rule  discussion  group  on  Ya 
Groups  called  "Sliderule."  Be  there  and  be  square. 

22.  Who  is  the  oldest  really  good  computer  game  playe 
the  United  States? 


Where's  the  Uncle  Miltie 
of  the  Web? 


Quake  Faker  Edwards  as  host  of  TV  show  Treasure  Hunt 

Check  out  former  game  show  host  Geoff  Edwards,  i 
Poacher,  who  at  the  age  of  70  still  frags  players  one-fifth 
age  from  his  cyberheadquarters  in  Los  Angeles.  So  concer 
is  Edwards  to  protect  the  feelings  of  his  virtual  victims  t 
when  he  stops  playing  Quake,  he  signs  off,  "Gotta  go.  Mo 
calling  me  for  dinner." 

23.  What  was  the  most  money  made  selling  a  domain  name' 

In  November  1999  Jake  Winebaum  and  Sky  Dayton,  cofoun< 
of  the  Internet  incubator  eCompanies,  paid  $7.5  mill 
for  Business.com.  Since  then,  they  have  sunk  more  tl 
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Esther  Dyson  doing  whatever 
it  is  she  does 


$75  million  into  the  site  in  hopes  of  making  it  into  a  successful 
business  portal. 

24.  What  does  Esther  Dyson  actually  do,  and  is  she  any  good  at  it? 

Like  lots  of  other  trumpeters  of  the  New  Economy,  what 
Esther  Dyson  did  best  during  the  go-go  '90s  was  make 
a  joyful  noise.  Technically,  she's  president  and  owner  of 

the  computer  consulting  firm 
EDventure  Holdings,  but 
her  real  position  is  as  the 
doyenne  of  the  digerati.  How 
one  gets  to  be  a  doyenne 
we've  never  quite  figured  out, 
or  we'd  be  one  by  now.  Like 
celebrities  who  are  famous 
for  being  famous,  Dyson  is 
important  because  a  lot  of 
people  think  she's  important, 
and  they  pay  plenty  to  attend 
her  conferences,  where  she 
never  fails  to  make  entirely 
unsurprising  pronouncements. 
Daughter  of  renowned 
physicist  Freeman  Dyson,  the  man  who  said,  "It  is  better  to  be 
wrong  than  to  be  vague,"  Esther  has  figured  out  how  to  do 
both  simultaneously.  Dyson  knows  Russian  as  well  as  guru- 
speak,  which  must  have  made  it  seem  like  a  naturally  good 
idea  to  invest  in  computer  ventures  in  Russia.  Our  advice? 
Learn  Chinese. 

25.  Has  any  tech  executive 
ever  been  kidnapped? 

Two  assailants  abducted 
Adobe  cofounder  Charles 
M.  "Chuck"  Geschke  from 
the  parking  lot  of  his 
Mountain  View,  California, 
office  on  May  26,  1992.  Held 
for  a  ransom  demand  of 
$650,000,  Geschke  spent  four 
days  in  captivity  before  being 
rescued  unharmed,  but  the  in- 
cident served  to  draw  dramatic 
attention  to  the  lax  security 
habits  of  Silicon  Valley's  new 
multimillionaires.  Discussions  of  personal  security  for  these 
high  tech  executives  were  initially  kindled  in  the  mid-1980s 
after  Apple  CEO  John  Sculley  escaped  a  kidnapping  attempt 
while  out  jogging.  Later,  however,  he  was  run  off  the  career  path 
by  Steve  Jobs. 

26.  Is  it  possible,  using  existing  technology,  to  keep  a  severed 
human  head  alive  and  conscious? 

The  most  likely  scenario  is  a  head  transplant.  In  a  1999  inter- 
view with  New  Scientist,  Dr.  Robert  J.  White,  professor  of 
neurosurgery  at  Case  Western  Reserve  University  School  of 
Medicine  in  Cleveland,  said  he  could  scrub  up  and  perform 
the  operation  in  an  afternoon.  Quackery? 

Hardly.  White  is  a  Harvard-educated  career  neurosurgeon 


The  unkidnapped 
John  Sculley 


who  published  much  of  his  early  work  in  such  journals 
Science  and  Nature. 

White  performed  head  transplants  on  rhesus  monkeys 
the  1960s  and  '70s.  During  one  1970  experiment,  the  trai 
planted  heads  were  revived  to  a  state  of  full  consciousness  : 
up  to  36  hours.  They  were  alert  and  responsive.  Their  e; 
opened  and  followed  objects.  They  could  bite  your  finger 
you  got  too  close. 

White  never  placed  an  intact  head  on  a  mechanical  si 
port  system.  Too  many  unanswered  moral  and  ethical  qu 
tions,  he  said.  He  did  remove  the  brains  from  the  skulls 
monkeys  and  sustain  them  by  connecting  major  arteries  a 
veins  to  pumps  and  oxygen  chambers.  A  brain  is  more  di 
cult  to  sustain  outside  the  body  than  other  organs  because 
consumes  a  great  deal  of  oxygen,  is  more  sensitive  to  oxyg 
deprivation,  and  contains  no  carbohydrate  reserve  to  feed 
chemical  reactions. 

27.  Does  an  elevator's  Close  Door  button  actually  do  anythini 


Whether  the  button  works  is  largely  a  matter  of  traf] 
flow,  according  to  Michael  Jordan-Reilly  of  Otis  Elevator, 
a  hotel  lobby,  for  instance,  where  people  often  are  waiti 
with  their  luggage,  the  elevator  is  programmed  so  the  Clc 
Door  button  will  work  to  help  get  them  up  to  their  root 
faster.  But  in  a  busy  office  building  where  companies  want 
jam  as  many  people  as  possible  into  one  elevator  to  keep  th< 
lobbies  clear,  the  Close  Door  button  won't  work. 
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quantum  leap  in  projection  technology. 
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find  out  more  about  DLP"  processors  and  the 
products  using  this  revolutionary  technology, 
visit  our  Web  site  or  call  1-888-DLP-BY-TI. 


www.dlp.com 
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POSE 


we  increase 


your  productivity^]^ 

cut  your  printing  costs? 


Sure,  we  pioneered  digital  copiers.  ; 

And  yes,  we're  the  fastest  growing  maker  of 

network  printers  in  key  markets. 

But  what  keeps  our  customers  coming  back 

in  more  than  120  countries  is  our  uncompromising 

dedication  to  individual  output  needs. 

Talk  to  us. 


28.  A  lot  of  companies  got  hit  when  the  bubble  burst.  Which  of 
the  largest  tech  companies  was  hit  the  hardest? 

That's  easy:  Cisco,  which  lost  $325.7  billion  off  its  market  cap 
between  1999  and  2000.  CMGI  was  the  biggest  loser  in  terms 
of  percentage  drop  in  market  cap:  97%. 

29.  Will  there  ever  be  compatibility  among  operating  systems? 

No. 


30.  Can  the  Bush  administration's  top  technology  adviser 
program  his  own  VCR? 

Surprise,  surprise,  he  can.  Or  at  least  he  says  he  can.  (In  the 
interest  of  full  disclosure,  we  say  we  can,  too,  but  we  can't.) 
Then  again,  maybe  it's  not  so  surprising.  Floyd  Kvamme,  a 
partner  at  the  Silicon  Valley  venture  capital  firm  of  Kleiner, 
Perkins,  Caufield  &c  Byers  is,  after  all,  an  engineer.  Before  he 
started  slathering  entrepreneurs  with  money,  he  was  one  of  the 
original  "Fairchildren,"  the  daring  young  nerds  who  launched 
the  digital  revolution.  The  good  news  is  that  our  tech  tsar  is 
an  actual  techie.  The  bad  news  is  that  he  isn't  really  a  tsar. 
Word  is  that  Commerce  Secretary  Don  Evans  isn't  ready  to 
surrender  control  of  the  main  driver  of  the  New  Economy,  so 
Kvamme  will  be  a  part-time  adviser  to  the  administration,  not 
an  inside-the-Beltway  big  shot.  The  Valley  venturer  and  his 
wife  gave  more  than  $145,000  to  help  George  W.  become 
president,  but  apparently  that  wasn't  enough  to  get  a  place  set- 
ting in  the  inner  circle. 

31.  Who  first  called  it  "surfing  the  Web"? 

Well,  it  wasn't  Vinton  Cerf,  father  of  the  Internet.  And  it 
wasn't  some  rad  code-writing  surfer  living  in  Malibu,  and  it 
definitely  wasn't  the  Hittites  (see  question  No.  45).  The  term 
was  first  coined  by  one  Jean  Armour  Polly,  a  former  public 
librarian  working  on  an  article 
about  the  Internet  in  1992: 

"At  that  time  I  was  using  a 
mouse  pad  from  the  Apple 
Library.  The  one  I  had  pictured 
a  surfer  on  a  big  wave.  'Infor- 
mation Surfer,'  it  said.  'Eureka,' 
I  said,  and  had  my  metaphor." 

Except  for  that  slightly  sus- 
pect "Eureka,"  we  believe  her.  Mousepad  as  madeleine 


32.  How  many  bones  did 
Oracle  CEO  Larry  Ellison  break 
when  he  tried  to  body  surf  a 
30-foot  wave  in  Hawaii? 

Well,  OK,  maybe  it  wasn't 
30  feet  high,  but  it  was 
big  enough  to  break  Larry's 
clavicle  in  three  places,  his 
neck  in  two  places,  and  several 
ribs.  Among  Hawaiian  surf- 
ers, the  term  for  kids  who 
do  really  stupid  things  is 
grommet.  On  Wall  Street,  they  just  say,  "Short  the  stock." 

33.  What  percentage  of  Internet  sites  is  porn  related? 

The  percentage  is  almost  impossible  to  determine  —  ant 
tried  really,  really  hard. 

We  did  find  an  estimate  from  an  outfit  called  Datamor 
suggesting  that  69%  (granted,  a  suspicious  number)  o 
Internet  content  in  the  U.S.  and  Europe  is  adult  related, 
that  was  from  1998,  and  this  is  clearly  a  growth  industry. 

According  to  recent  surveys  by  Zogby  International,  r 
than  40  million  Americans  look  at  Web  porn,  presum 
shouting  to  their  spouses,  "I'm  just  reconfiguring  my  brow 
when  asked  what's  taking  them  so  long. 


34.  What's  the  difference  between  a  Ponzi  scheme  and 
Internet  stock  bubble? 

Let's  get  this  straight:  A  Ponzi  scheme  is  a  premeditated  frau 
which  a  con  artist  hypes  a  nonexistent  or  overvalued  investrr 
The  fraud  is  sus- 
tained for  a  while 
by  paying  "divi- 
dends" to  early  in- 
vestors from  funds 
collected  from  later 
ones.  It  takes  its 
name  from  Charles 
Ponzi  (or  as  we 
affectionately  call 
him,  The  Ponz), 
who  in  1920  took 

in  an  estimated  $15  million  selling  phony  promissory  n< 
to  gullible  investors. 

By  contrast,  the  "Internet  bubble"  was  about  buying 


Schemer  Ponzi  in  police  photo 
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\non  www.canondv.com 


timate  Mini  DV 
rder. 

e  XL  Mount  gives  zoom 
tions:  Extra  Wide  Angle 
(full  manual)  and  16x  with 
Image  Stabilizer™ 

ith  pixel  shift  gives  you 
riest  resolution  and 
it  color  available 

erRange  Optical  Image 
er™  Lens  comes  standard 

EOS  EF  Super  Telephoto 
lenses  with  optional  EF 

lual  control 


GL1 

Professional  performance 
in  a  compact  Mini  DV. 

•  20x  Optical  Zoom  Lens  plus  100x 
Digital  Zoom  with  Optical  Image 
Stabilizer™ 

•  L-series  Fluorite  Lens  used  by 
professional  photographers 

•  3CCD  with  pixel  shift  gives  you 
the  highest  resolution  and  the 
sharpest  color  available 

•  Shoot  in  Movie  mode,  take  pictures 
in  Photo  Mode  or  record  30  frames 
per  second  for  a  cinematic  look  and 
internet  compatibility 

•  Record  directly  from  analog 
camcorders 


□  pturaGJ 


More  versatility  than  ever 
in  a  Mini  DV. 

•  12x  Optical  Zoom  Lens  plus  A8x 
Digital  Zoom  with  Optical  Image 
Stabilizer™ 

•  Progressive  Scan  CCD  RGB 
Primary  Color  Filter 

•  Shoot  in  Movie  mode,  take 
pictures  in  Photo  Mode  or  record 
30  frames  per  second  for  internet 
compatibility 

•  Works  with  select  EOS  EX 
Speedlite  Flashes 


€LIRA2GB 

A  soul  mate  for  your  computer. 

10x  Optical  Zoom  Lens  plus  40x 
Digital  Zoom  with  Image 
Stabilization 

Shoot  in  Movie  mode,  take 
pictures  in  Photo  Mode  or  record 
30  frames  per  second  for  internet 
compatibility 

MultiMediaCard "  for  storing, 
managing,  and  easy  transfer  of 
still  images  to  a  PC 

Only  0.86  pounds 

Record  directly  from  analog 
camcorders 


The  ZR20,  ZR25MC  and  ZR30MC  are  perfect 
ompanions  for  making  digital  home  movies 

anon  10x  Optical  Zoom  Lens  plus  200x  Digital 
Zoom  with  Image  Stabilizatio 

•  Store  still  images  with  an  MMC  or  SD 
emory  Card  (ZR25  MC  and  ZR30  MC  only) 

nit  power  to  an  attachable  microphone 
or  video  light  (ZR30  MC  only) 

3rd  directly  from  analog  camcorders 


four  digital  camcorders  has  an  IEEE  1394  (FireWire")  digital  terminal  for  easy  computer  connectivity,  superior  picture  clarity  you  can  only 
m  Canon  lenses,  an  optional  Floppy  Disk  Adapter  for  capturing  stills,  and  the  Mini  DV  format.  Because  what  you  record  is  just  the  beginning. 


non  U.S.A..  Inc.  Canon.  Canon  Know  How.  Digital  Motor  Drive,  Optical  Image  Stabilizer.  Canon  Connects  and  the  Canon  Connects  logo  are  trademarks  of  Canon  Inc.  FireWire  is  a  registered  trademark  of  Apple 
.  Inc..  registered  in  the  U.S.  and  other  countries.  SD  is  a  trademark  of  3C-LCC.  MultiMediaCard  is  a  trademark  of  Infineon  Technologies  AG. 
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selling  overvalued  stock  in  companies  with  dubious  or  nonex- 
istent business  plans.  The  run-up  in  value  was  based  on  the 
fact  that  many  others  had  bought  it.  As  you  can  see,  there's  a 
BIG  difference! 


35.  What  has  proved  to  be  the  most  inaccurate  prediction 
in  technology? 

Without  question,  the  promise  of  the  paperless  office.  Accord- 
ing to  the  PaperCom  Alliance,  a  nonprofit  that  studies  the 
future  of  paper-based  products,  electronic  communication 
actually  increases  paper  use  in  virtually  all  market  sectors.  As 
a  side  note,  the  very  upstarts  that  promised  to  take  advantage 
of  electronic  efficiency,  e-commerce  companies,  have  con- 
sumed massive  amounts  of  paper  with  their  direct  mail,  cata- 
logs, and  print  advertising  to  build  brand  awareness. 

36.  When  was  the  term  vaporware  coined? 

Newton's  Telecom  Dictionary  says  the  term  originated  after 
Bill  Gates  announced  the  Windows  release  at  the  fall  1983 
Comdex  show  in  Las  Vegas.  Then,  like  your  last  flight,  the 
release  was  delayed,  delayed,  delayed. 

Once  out  of  the  box,  vaporware  has  spawned  dribbleware 
(software  released  in  small  increments);  slideware  (products 
that  exist  only  in  a  vendor's  slide  show);  bloatware  (software 
that  eats  your  computer);  not  to  mention  brocbureware, 
expireware,  guiltware,  hookemware,  nagware,  shovelware, 
trash  ware  ...stand  by  for  no-there-there-ware. 

37.  What's  the  most  notorious  example  of  vaporware? 

There's  no  official  ranking,  but  Ovation  Technologies'  high- 
flying news  conference  in  Manhattan's  Windows  of  the  World 
restaurant  in  1983  is  surely  a  standout. 

The  news  conference  was  called  to  unveil  what  the  Massa- 
chusetts startup  hoped  would  be  the  sexiest  product  on  the 
market,  one  that  would  help  the  company  beat  its  main  rival, 
Lotus  Development  Corp.  Programmers  spent  months  trying 
to  build  a  financial  spreadsheet  of  700  vertical  columns  by 
2,048  horizontal  rows.  The  company  raised  $6.8  million  in 
financing,  set  up  a  distribution  deal  with  Tandy  Corp.,  and 
received  rave  reviews  in  trade  magazines. 

Alas,  Ovation  didn't  have  a  product,  only  a  video  presen- 
tation attached  to  a  computer  to  give  it  a  little  verisimilitude. 


"It  was  smoke  and  mirrors,"  admitted  Paul  Davis,  a  fo< 
programmer  for  the  company,  in  a  Wall  Street  journal  art 
Davis  recalled  that  he  had  to 
snatch  a  computer  keyboard 
from  a  reporter  who  was 
banging  on  the  buttons  to  see 
if  the  program  really  worked. 
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38.  Are  black  boxes  really 
black? 

Actually,  they  aren't.  The  cock- 
pit voice  recorder  and  flight 
data  recorder — the  so-called 
black  boxes  that  investigators 
use  to  reconstruct  the  events 
leading  up  to  a  plane  crash — 
are  orange. 


X  :.4 


39.  When  was  the  term  Silicon  Valley  first  used  and 
coined  it? 

Forbes  ASAP  has  the  real  story  on  this  one.  In  1971 
Hoeffler,  then  a  reporter  for  Electronic  News,  a  weekly  tab 
magazine  covering  news,  financials,  and  product  annou 
ments  in  the  electronics  industry,  was  sent  to  write  a  seri^ 
articles  on  the  explosion  in  new  semiconductor  companie 
the  Santa  Clara  Valley,  just  south  of  San  Francisco.  Hoe) 
was  sitting  in  a  hotel  lobby  going  over  the  notes  from  his  ir 
views  when  he  overheard  two  young  out-of-town  salesi 
talking  about  their  experiences  visiting  local  firms.  Beia 
good  reporter,  Hoeffler  not  only  listened  but  took  notes, 
one  salesman,  "Boy,  there  sure  are  a  lot  of  semicondm 
companies  around  here  these  days."  "Yeah,"  replied  the  ol 
"this  place  is  turning  into  a  regular  Silicon  Valley."  Hod 
had  his  hook.  He  datelined  the  series  "Silicon  Valley,  US 
The  rest  is  history.  To  his  credit,  Hoeffler  never  claimed  kt 
for  inventing  the  name,  only  for  recognizing  it. 


Siiicon  Valley  in  1952,  when  it  was  known  as 
"The  Valley  of  Heart's  Delight" 

Who  sent  the  first  email? 

Ray  Tomlinson,  in  1971  in  Cambridge,  Massachusetts 
another  computer  in  the  same  room.  The  message?  QWE. 
YUIOP — the  keys  across  the  top  line  of  the  keyboard.  Unir 
hgible?  Sure,  but  better  than  "Joke  of  the  Day." 
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The  fastest 
fast-growth  companies 
rely  on  Autonomy. 

You  should 
find  out  why  Fast. 


Automotive, Telecoms,  Construction  and  Equities 
are  among  the  fastest  growing  business  sectors  in  the 
US  according  to  Fortune  Magazine. 

And  the  leading  companies  in  each  of  these 
sectors  (GM,  Ericsson,  Halliburton  and  Deutsche 
Bank  respectively)  have  something  else  in  common. 

Autonomy  software  is  playing  a  key  part  in  their 
success,  and  it's  not  hard  to  see  why. 

Autonomy  software  enables  businesses  to 
automatically  categorize,  hyperlink,  deliver  and 
personalize  vast  quantities  of  unstructured  data. 

In  other  words  it  provides  an  infrastructure  for 
automating  business  operations  in  areas  that,  until 
now,  have  been  totally  dependent  on  human  labor. 


As  a  result,  it  is  also  providing  huge  competitive 
advantages  to  hundreds  of  businesses  throughout 
the  world. 

What's  more,  these  businesses  are  already  leaders 
in  their  field  or  are  well  on  the  way  to  becoming 
tomorrow's  leaders.  Autonomy  is  fundamental  to 
the  kind  of  success  they  are  already  enjoying. 

More  significantly  many  companies  believe  that 
future  success,  for  them  or  any  one  else,  will  depend 
on  Autonomy  software. 

So  the  message  is  clear.  If  you  don't  already  have 
it,  go  get  it.  Fast. 

Call  us  toll  free  at  l-877-MYAUTONOMY  or  visit  our 
website  at  www.autonomy.com 


Autonomy. 

Read  between  the  lines.'' 


41.  What  is  the  oldest  email  chain  letter  still  in  circulation? 

The  Craig  Shergold  letter,  which  asks  for  cards  to  be  sent  to 
a  7-year-old  boy  who  was  diagnosed  with  terminal  brain  can- 
cer in  1989.  It  started  out  as  a  mailed  and  faxed  letter,  but 
shortly  thereafter  found  its  way  to  email  and  Usenet  and  is 
still  being  circulated.  Craig  is  now  healthy  and  in  his  early 
twenties.  Although  he  has  requested  that  the  cards  stop,  they 
continue  to  come. 

42.  What  does  ROFLMAO  mean  in  an  Internet  chat  room? 

Rolling  on  the  floor  laughing  my  ass  off. 

43.  The  Pony  Express  traveled  at  10  mph,  the  mail  train  at 
60  mph,  the  airplane  at  160  mph,  the  jet  at  580  mph.  What's  the 


If  all  the  networks, 
hubs,  and  routers 
are  working  flaw- 
lessly, an  email  sent 
from  San  Francisco 
to  New  York  can 
travel  at  about 
30,000  miles  per 
second.  Interna- 


tional email,  like  international  travel,  takes  a  bit  longer — about 
10,000  miles  a  second. 

44.  How  long  does  it  take,  and  how  many  stops  are  involved,  for 
an  email  to  go  from  San  Francisco  to  New  Delhi,  India? 

Depending  on  countless  factors  that  you  may  never  under- 
stand, anywhere  from  a  second  to  an  hour.  The  bigger  ques- 
tion may  be:  How  does  it  get  there  at  all? 

First,  your  computer  breaks  down  the  message  into  digital 
bits,  about  the  size  of  16  characters.  These  chunks  are 
wrapped  in  "envelopes,"  with  "address"  information:  the  IP 
address  of  the  mail  servers  where  both  the  sender's  and  the 
receiver's  mail  accounts  reside. 


Press  Send  and  these  electronic  fragments  zip  throu 
series  of  routers  in  places  such  as  San  Jose,  New  York,  S 
Barbara,  and  Tokyo.  Routers  are  "intelligent"  devices  thj 
at  gateways  connecting  the  wires  that  make  up  the  Interne 

The'  router  sends  the  tiny  packets  of  information  via 
quickest  route,  which  often  means  the  least-congested 
One  packet,  the  "Dear  John"  part,  might  travel  from 
Francisco  to  San  Jose,  veer  over  to  Tokyo,  and  finally  lar 
New  Delhi.  Meanwhile,  the  "I  love  someone  else"  pa 
could  travel  from  San  Francisco  to  Honolulu  to  Mumbai 
on  to  New  Delhi.  But  they  would  typically  arrive  within 
liseconds  of  each  other,  still  heartbreakingly  coherent. 

45.  What  was  the  first  money? 

Plenty  of  odd  stuff  has  been  used  over  the  millennia  to  re 
sent  value — seashells,  whale  teeth,  beads,  and  scraps  of  p 
with  pictures  of  dead  presidents.  The  Greeks  even  used 
nails,  but  the  phrase  "a  nail  for  your  thoughts"  never  ca 
on.  Herodotus  tells  us  that  the  kings  of  Lydia  created  the 
coins  in  the  eighth  century  B.C.,  though  they  might  1 
swiped  the  idea  from  the  Hittites. 

In  the  late  Middle  Ages,  the  most  sought-after 
easily  exchanged  coins  in  Europe  were  forged  in  the  mir 
Venice  from  as  early  as  the  ninth  century.  These  gold  c 
were  called  zecchinos,  from  zeccha,  the  word  for  mint, 
give  us  the  modern  word  sequins.  Paper  money  evolved  wl 
goldsmiths  gave  receipts  for  coins  left  in  their  charge.  But 
until  1833  were  the  Bank  of  England's  notes  made  legal  ter 


Loose  change  on  the  island  of  Yap 


46.  Were  there  more  suicides  in  Silicon  Valley  and 
Francisco  in  2000  than  in  previous  years? 

No,  but  if  there  is  going  to  be  a  rise  in  suicides  from  the 
stock  catastrophe  of  2000,  it  likely  won't  happen  until 
months  after  the  downturn  began  in  March  2000.  This  { 
nomenon — call  it  the  "post  post-thing" — was  observed  : 
long-term  study  at  Johns  Hopkins  University  in  the  ei 
1970s,  according  to  Eve  Meyer,  executive  director  of 
Francisco  Suicide  Prevention.  People  can  endure  a  single 
sonal  crisis,  such  as  losing  a  job  or  losing  monetary  saving! 
the  short  term.  "It  is  not  until  that  person  is  laid  off,  runs 
of  savings,  loses  their  family,  and  turns  to  substance  abuse  i 
they  will  start  to  contemplate  suicide,"  she  says. 
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Fujitsu  PC  Corporation's  Stylistic  "  3500  pen  tablet  gives  you  everything  you  need  to 
ase  mobility,  maximize  communications,  boost  productivity  and  streamline  business 
sses — anytime,  anywhere!  The  Stylistic  3500  pen  tablet  is  the  world's  leading  Microsoft* 
ows"  pen-based  computer.  With  its  advanced  CPU 
:ecture,  industry-standard  operating  systems,  and 
lesktop  connectivity  with  an  available  docking 
n,  the  Stylistic  3500  can  meet  both  large  and  small  business  needs.  Equipped  for  indoor/ 
or*  viewing  ease  and  loaded  with  processing  power,  Fujitsu's  small,  lightweight  pen  tablet 
you  the  mobile  power  to  compete  and  win  in  today's  global  marketplace, 
tylistic  3500  is  powered  by  an  ultra  low-voltage  Intel®  Celeron™  processor  500MHz. 


Take  the  Power  of  Mobile 
Computing  into  Your  Own  Hands 
—Anytime,  Anywhere 


ju  PCs  use  genuine  Microsoft"  Windows* 
■www.microsoft.com/piracy/howtotell 


FUJITSU 


THE    POSSIBILITIES    ARE  INFINITE 


ron 


ago  are  registered  trademarks  and  Stylistic  is  a  irademark  of  Fujitsu  PC  Corporalon.  Intel  and  the  Intel  Inside  Logo  are  registered  trademarks  and  Celeron  is  a  trademark  ot 
soft  and  Windows  are  regislered  trademarks  of  Microsoft  Corporal  ton  All  other  trademarks  menlioned  hmm  are  the  property  of  their  respective  owners  "On  select  models. 


www.fujitsupc.com 
1-800-831-3183 


47.  How  many  blank  CDs  were  sold  worldwide  in  1998?  How 
many  in  2000? 

In  1998  it  was  700  million.  Last  year  this  number  grew  to  a 
staggering  3  billion.  This  year's  sales  volume  is  projected  to  be 
up  some  45%.  Thanks,  Napster. 


Whose  scruffy  loafers 
are  these? 

They  belong  to  Bill  Gates. 

49.  When  was  the  novel 
Wired  Love  published  and 
what  was  it  about? 

Wired  Love,  by  Ella  Cheever 
Thayer,  was  published  in  1879 
and  was  about  a  long-distance 
romance  between  telegraph 
operators. 


50.  How  many  bits  in  a  nibble? 

Four.  A  nibble  is  half  a  byte.  Two  bits,  which  used  to  be  25 
cents,  are  now  half  a  nibble. 

51.  In  the  original  Mercury  space  program,  what  did  the  initials 
UCD  stand  for? 

Urine  Collection  Device.  And  since  you've  asked,  NASA  didn't 
have  one  ready  for  Alan  Shepard's  first  suborbital  flight — with 
predictable  results. 

52.  If  technology  increases  productivity,  why  does  automated 
directory  assistance  now  take  twice  as  long  and  work  half  as  well? 

AT&T  residential  service  spokesperson  Mark  Spiegel,  reached 
after  only  four  phone  calls,  disputed  the  premise  of  our  ques- 
tion: "No,  you're  wrong.  It  doesn't  take  longer." 

So  we  called  information  in  the  312  area  code  for  the 
number  of  the  Chicago  Four  Seasons  Hotel.  Simple  enough 
inquiry,  but  after  asking  the  automated  computer  the  question, 
then  repeating  it  for  a  human,  we  noticed  that  we'd  been  on 
the  phone  for  an  astonishing  two  minutes  and  three  seconds. 
So  Spiegel  was  right:  It  doesn't  take  longer — for  AT&T. 


53.  Where  did  the  term  computer  bug  come  from? 

The  term  bug  to  indicate  a  glitch  may  have  originated,  j 
things  do,  with  William  Shakespeare,  who  used  the  woi 
describe  a  disruptive  event  in  Henry  VI.  But  the  computei 
story  told  most  often  comes  from  the  lips  of  Admiral  C 
Hopper.  In  1945  a  technician  solved  a  glitch  in  the  navy's  I 
II  Aiken  Relay  Calculator  by  pulling  an  actual  insect  out 
between  the  contacts  of  one  of  its  relays.  The  moth  was  t 
into  a  logbook  and  put  on  display  in  the  Naval  Surface  Wa 
Center  Computer  Museum.  Later,  the  incident  was  immc 
ized  when  geeks  began  to  use  the  term  debugging  to  des 
solving  problems  with  computer  hardware  or  software. 

So  next  time  something  goes  awry  in  your  Mark  II  A 
Relay  Calculator,  remember  Shakespeare's  line:  "So,  lie 
there:  die  thou,  and  die  our  fear,  For  Warwick  was  a  bug 
fear'd  us  all." 


A  salute  to  the  admiral  herself 


54.  By  the  way,  who  was  Admiral  Grace  Hopper? 

The  admiral  was  one  of  the  greatest  military  computer  m 
of  her  time.  In  1944,  as  a  lieutenant,  she  worked  on  the  Ma 
a  precursor  to  electronic  computers,  and  later  went  on  to 
design  the  Univac  I,  the  first  commercial  electronic  comput 

Admiral  Hopper  was  named  the  first  computer  scii 
"Man  of  the  Year"  by  the  Data  Processing  Management  A 
ciation  in  1969.  She  was  awarded  the  National  Medal  of  1 
nology  in  1991.  She  passed  away  in  1992.  Five  years  latei 
navy  commissioned  a  guided-missile  destroyer,  the  USS  h 
per,  in  her  honor.  The  ship  is  nicknamed  "Amazing  Grace. 

After  spending  her  career  in  the  military,  it's  no  surprise 
is  quoted  as  saying,  "It  is  much  easier  to  apologize  than  it 
get  permission." 

5.  Who  is  digital  technology's  Einstein'7  H^HKflHB 

Claude  Shannon's  theory  of  information  i  | 

is  about  as  close  as  high  tech  has  come  to  • 

.  In  his  1948  paper.  "A  Mathemati-     ^^^^Hk  ? 
cal  rheory  of  Communication,"  Shannon     Jf  Wiif 
showed  that  all  information  sources — 
telegraph  keys,  radios,  people  talking —     mm-     J  - 
have  a  rate  at  which  they  produce  infor-     »  ^^^^fij 
mation.  I  his  can  then  be  measured  in  hits  IHIHHHHf 
per  second.  In  other  words,  information  is  like  any  o 
measurable  physical  quantity,  such  as  density  or  mass.  ! 


Pre-diCjitaUl! 
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•  Sales  cycle:  35  days 

•  Proposal  time:  4  weeks 

•  Order  Accuracy:  75% 

•  Sales  Conversion  Rates:  5% 

•  Email  Response  Time:  48  hours 

•  Operational  Costs:  $30  million 


•  Sales  cycle:  1 0  days 

•  Proposal  time:  3  hours 

•  Order  Accuracy:  99% 

•  Sales  Conversion  Rates:  1 5% 

•  Email  response  time:  2  hours 

•  Operational  Savings:  $20  million 


The  Funny 
Thing  Is, 

t'sThe  Same 
Company. 


i  Difference  Is  Firepond.  Major  companies  around  the  world  use  Firepond's  intelligent  selling  and  customer  serv- 
software  to  get  results  that  are  nothing  less  than  astonishing.  Significantly  shorter  sales  cycles.  More  profitable  and 
sfied  customers.  Greater  revenue  per  sales  channel  and  per  sales  rep.  Extremely  accurate  sales  orders  with  minimal 
js  and  engineering  support.  Reduced  sales  training  costs.  Faster  time  to  market.  Complex  proposals  in  hours  instead 
weeks.  Maximum  price  optimization  with  no  money  "left  on  the  table."  Plus  improved  contact  center  productivity, 
iuced  service  times.  Lower  CSR  turnover.  And  longer  customer 


itionships.  In  short,  our  multi-channel  selling  and  customer  serv- 


solutions  can  add  millions  to  your  top  and  bottom  lines.  If  you'd 


to  accelerate  revenue  growth  while  driving  down  costs,  call  us. 


88-662-7722  www.firepond.com 


NOT  JUST  CRM  TOOLS.  PROFIT  MACHINES. 


Timothy  Ferris,  author  of  The  Whole  Shebang:  A  State  of  the 
Umverse(s)  Report,  "If  science  continues  to  pursue  the  idea  that 
the  universe  is  based  on  computation,  then  Shannon's  theory 
may  loom  large  in  future  histories  of  science,  as  a  first  stop 
toward  understanding  what  is  and  is  not  information." 

56.  What  was  one  of  the  earliest  inventions  of  Bill  Hewlett  and 
Dave  Packard? 

An  automatic  urinal  flusher. 

57.  What  happens  to  venture  capital  fundraising  if  Nasdaq 
remains  in  a  prolonged  bear  market? 

If  history  is  any  guide,  fundraising  could  fall,  at  the  very  least, 
69%,  dropping  from  a  high  of  $98  billion  in  2000  to  some 
$30  billion  in  a  year's  time.  And  if  that  isn't  bad  enough,  it 
could  take  a  minimum  of  three  years  to  climb  back  to  a  point 
anywhere  near  the  2000  high. 

58.  If  the  smartest  computer  is  no  brighter  than  the  dumbest 
human  being,  should  we  just  forget  the  whole  thing? 

According  to  cybervisionary  Ray  Kurzweil,  computers  are 
already  a  lot  smarter  than  the  dumbest  human  being.  "Our 
interneuronal  connections  compute  at  200  calculations  per 
second,  whereas  electronics  is  already  10  million  times  faster. 
Your  personal  computer  can  remember  and  retrieve  billions  of 
items  of  information  easily,  whereas  we're  hard-pressed  to 
remember  a  handful  of  phone  numbers." 


Yet,  despite  Kurzweil's  convincing  statistics,  we  ha 
met  a  computer  yet  that  understood  the  difference  betv 
"To  be  or  not  to  be"  and  "00011101010101010101010 
1010101010101011111111111." 


59.  What's  the  worst  tech  dec 
ever  made? 

There  are  lots  of  contenders  for 
one,  but  the  most  egregious  exam] 
the  herd  mentality  of  venture  capit 
over  the  past  five  years,  as  show 
their  decision  to  invest  $101.5  billii 
Internet  companies  from  1996  to  2 
Just  to  be  pessimistic,  let's  say  all 
companies  plunge  to  their  de 
Would  this  compare  to  some  of  t 
other  monumentally  bad  decisi 
Believe  it  or  not,  yes.  Early  in  Inter: 
a  Japanese  calculator  company  c 
Busicom  enlisted  Intel,  then  a  mei 
chipmaker,  to  develop  a  new,  mult 
pose  chip  to  make  calculators  che 
Intel  responded  by  inventing  the  m 
processor.  But  calculator  prices  fell 
Busicom  let  the  rights  revert  to  I 
Estimated  lost  revenue:  $170  billioi 

60.  How  long  will  Moore's  Law  pre 

Until  August  1,  2007. 

61.  Are  you  sure? 

No,  we're  not.  But  at  some  point, 
current  technology,  it's  simply  going 
impossible  to  double  the  number  of 
sistors  on  a  chip  every  18  months 


►  senior  financial  analysts  ►  financial  media  "  investment  banker  venture  groups  ►.independent  brokerages  ►  venture  capita'! 
nt  companies  ►  SUPERCOMM  2001,  world's  premier  annual  communications  and  information  technology  exhibition  and  conferen 
exhibitors  ►  550,000+  net-square-foot  exhibit  floor  ►  210+  education  sessions  ►  50,000+  industry  professionals  ►  keynotes 
from  industry  leaders  ►  700+  speakers  ►  SUPERDemos  ►  Exploration  Theater  ►  free  industry  update  sessions  -  SUPERQuest  aw; 


How  do  you  spot  the  next  telecom 


{you  know) 

The  sizzle  can't  sub  for  the  steak 
Soaring  IPOs  can't  hide  giant  P/Es 
Shipped  products  make  money 
Sound  companies  win  in  tough  times 

The  Third  Annual  Telecom  Investor  Forum  at  SUPERCOMM 
isn't  like  any  other  conference  for  financial  professionals. 
It's  an  upfront,  down-to-earth  look  at  the  volatile  world 
of  telecom  investing.  You'll  be  face-to-face  with  the  CEOs 
representing  the  hottest  private  telecom  companies. 
In  fact,  the  oldest  among  them  was  founded  in  1998. 
And  all  are  SUPERCOMM  exhibitors  with  their  wares 
'  a  few  steps  away  on  our  550,000+  net-square-foot  exhibit 
floor.  That  means  you  can  check  out  the  stuff  behind  the 
pitch.  You'll  also  find  informal  venues,  where  you  can 
mingle  and  match  interests... whether  it's  bleeding-edge 
on  round  one  or  a  proven  money-maker  on  the  mezzanine. 
So  pinpoint  the  next  winner.  Come  to  the  Telecom  Investor 
Forum  at  SUPERCOMM,  June  4  -  6,  2001,  Georgia  World  , 
Congress  Center,  Atlanta,  Georgia.  To  register,  visit 
www.telecominvestor.com/bull,  or  call  +1-312-559-3650. 
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Accelerate  Your  Vision 
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Explore  the  Whole  World  of  Communications 


Moore  now  with  Moore  then 


not  only  a  matter  of  space;  the 
closer  transistors  are  packed 
together,  the  hotter  the  chip 
runs.  To  overcome  these  hur- 
dles, engineers  in  molecular 
and  quantum  computation  are 
working  to  bring  Moore's  Law 
down  to  an  entirely  new  level. 
The  real  problem  is  economics. 
Will  the  price  of  research  and 
production  justify  the  exten- 
sion of  Moore's  Law?  The  U.S. 
government  thinks  so,  and 
funds  have  been  allocated 
for  its  advancement.  Gordon 
Moore  himself  pins  the  end  of 

Moore's  Law  (with  current  technology)  sometime  in  2007.  The 
nature  of  the  law  as  a  self-fulfilling  prophecy  demonstrates  the 
power  of  prediction  to  become  fact.  The  real  question  may  be: 
Do  we  need  Moore's  Law  to  continue? 

62.  So,  do  we  need  Moore's  Law  to  continue? 

No  and  yes.  No,  because  we  only  use  about  5%  of  our  PCs' 
power  at  the  moment.  Yes,  because  how  else  is  the  computer 
industry  going  to  convince  you  to  buy  a  new  PC  unless  it's  much 
faster  and  more  powerful? 

63.  Whatever  happened  to 
cold  fusion? 

Like  alchemy  or  the  perpetual 
motion  machine,  cold  fusion 
is  one  of  those  scientific  pipe 
dreams  we  really,  really  wish 
would  come  true.  Alas,  the 
methods  behind  the  claim  that 
we  could  produce  an  almost 
infinite,  magically  efficient  en- 
ergy source  by  doing  nuclear 
fusion  at  room  temperature 
turned  out  to  be  inconsistent  or 
fraudulent,  depending  on  your 
level  of  skepticism. 

Still,  an  underground  net- 
work of  cold  fusion  experi- 
mentation continues.  Futurist  Arthur  C.  Clarke  is  among  the 
believers  and  funds  Infinite  Energy  magazine.  If  the  truth  is  out 
there,  cold  fusion  is  way  out  there. 

-  Whatever  happened  to  cold-filtered  Miller 
Genuine  Draft? 

It's  not  genuine  draft,  and  like  cold  fusion  it's  still 
an  impossible  dream. 

55.  What  is  the  worst  high  tech  merger? 

Mattel's  purchase  of  the  Learning  Company,  an 
educational  and  entertainment  software  company, 
for  $3.6  billion  in  May  1999.  Executives  were  hop- 
ing to  become  a  significant  presence  on  the  chil- 
dren's software  gaming  market.  Unfortunately,  the  Learning 


Confusion  fusion 


Company  was  a  business  on  the  decline,  a  victim  of  comr 
tization,  according  to  George  Boutros,  Credit  Suisse 
Boston's  managing  director  and  head  of  global  technc 
mergers,  and  acquisitions.  Two  years  later,  the  toymaker 
the  company  for  practically  nothing. 

66.  What  is  the  greatest  product  of  the  digital  age? 

You  probably  thought  we'd  say  the  Internet  browser, 
you'd  be  wrong.  It's  the  Intel  8080  microprocessor.  It  w 
the  first  microprocessor  (that  was  the  4004)  or  even  the 
with  eight  bits  (the  8008).  But  it  was  the  first  true  single 
microprocessor  with  a  modern  architecture  still  used  tod 
set  off  the  video  game  and  personal  computer  revolution; 
established  the  design  that  defines  all  microprocessors  ii 
today.  Without  it,  an  Internet  browser  wouldn't  be  ab 
browse.  And  by  the  way,  there  are  only  400  million  p< 
browsing  the  Internet,  compared  to  2  billion  microproces 

67.  What  is  the  biggest  failure  in  tech  history? 

Iridium,  the  global  satellite  telephone  company,  must  be 
the  top.  Its  2000  demise  cost  investors  some  $5  billion  (ar 
assets  were  bought  for  pennies  on  the  dollar  by  Iridium  Sat 
LLC,  which  launched  service  in  April).  Or  pick  any  o 
high-flying  dot-com  companies,  such  as  AllAdvantage.i 
which  burned  through  $167.8  million  of  investors'  mone; 
Pets. corn's  $152.4  million  flop.  But  before  you  get  too 
simistic  about  all  the  dot-com  failures,  consider  Trilogy  Sysl 
In  the  early  1980s  computer  genius  Gene  Amdahl  (note< 
the  IBM  360  and  Amdahl  Computer  Corp.)  raised  more 
$200  million  in  a  bid  to  leapfrog  Moore's  Law  by  buildi 
mainframe  computer  on  a  single  chip.  The  prototype,  < 
plete  with  its  own  tiny  cooling  tower,  was  switched  on— 
produced  enough  heat  to  melt  itself  to  scrap.  End  of  Trilo 

68.  What's  the  best  magazine  about  the  digital  revolution? 

We  thought  you'd  never  ask.  Of  course,  there  is  Wired,  ii 
can  read  green  type  on  a  green  background.  And  Indi 
Standard,  which  always  wowed  us  with  its  name.  Followe 
the  occasionally  fishy  Red  Herring.  The  grandfather  o 
bunch  is  Upside,  which  is  currently  looking  for  same.  B 
all  modesty  we'd  be  remiss  to  leave  out  good  old  Fo 
ASAP,  the  only  magazine  we  know  of  where  As  Sooi 
Possible  means  everv  60  days. 
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NO,  IT'S  NOT  A  TYPO. 


Get  the  latest  IBM  (©server  technology 
for  about  the  price  of  a  PC. 


Your  business  needs  a  powerful,  reliable  server  that's  easy  to  use.  Your  budget  needs  one 
that's  easy  to  afford.  What  to  do?  Get  an  IBM  (©server  xSeries  200  and  you're  covered. 
Starting  at  just  $829,  the  x200  has  a  price  tag  you'd  expect  to  see  on  a  PC.  But  it's  a 
serious  business  server,  through  and  through. 

Specifically  designed  with  small  businesses  (and  small  business  budgets)  in  mind,  the 
x200  delivers  industry-leading  IBM  quality  and  reliability,  with  plenty  of  power  to  handle 
file-and-print  serving,  e-mail,  order  processing  or  e-commerce  comfortably.  And  you 
can  customize  yours  with  a  choice  of  Intel®  Pentium®  III  processors  up  to  1.0GHz,2 
memory  up  to  1.5GB3  and  internal  storage  up  to  145.6GB. " 

If  your  needs  are  more  demanding,  the  xSeries  220  gives  you  even  greater 
performance  and  scalability,  with  support  for  optional  dual  Pentium  III  processors 
up  to  1.0GHz,  memory  up  to  4.0GB  and  internal  storage  up  to  145.6GB.  The  x220 
also  features  the  latest  server  availability  and  management  features,  including 
hot-swap  technology  so  you  can  replace  hard  drives  without  powering  down, 
plus  diagnostic  LEDs  that  light  up  to  help  you  locate  and  replace  components. 
Either  way,  xSeries  servers  make  power  and  performance  affordable.  And  there's 
no  mistake  about  that. 


FREE  MEMORY 


Buy  any  IBM  xSeries  server  and  get 
double  the  standard  memory  for  free. 
This  offer  is  valid  only  in  the  US  through 
June  30,  2001.  Shipping  and  handling  is 
not  included.  This  deal  is  limited  to  one 
per  order,  and  may  not  be  combined 
with  other  offers  or  promotions 


IBM  (©server  xSeries  200 

Designed  to  meet  the  computing  needs 

and  budgets  of  small  businesses 

Intel  Celeron™  processor  733MHz 

64MB(std)/1 5GB(max)  SDRAM 

20GB  Ultra-ATA  100  EIDE  hard  drive  standard 

Maximum  internal  storage  of  1456GB 

Integrated  10/100  Ethernet 

5  available  slots/4  available  bays 

Toolless  chassis 

Tower  design  with  optional  4U  rack  mounting 
IBM  Director  System  Management  Software 
3-year  limited  warranty5 
Part  #847821 X 


IBM  (©server  xSeries  220 

Leading  technology  that's  affordable 
Pentium  III  processor  933MHz 
Dual  processor  capable 
128MB(std)/4GB(max)  SDRAM 
Maximum  internal  storage  of  145.6GB 
Integrated  10/100  Ethernet  and  Ultra160  SCSI 
5  available  slots/5  available  bays 
Diagnostic  LEDs 
Toolless  chassis 

Tower  design  with  optional  4U  rack  mounting 
IBM  Director  System  Management  Software 
3-year  limited  warranty 
Part  #86454AX 


829 


1,249 


SuccessLease""    ^  _ _ 

for  Small  Business  29/MO.*,  36  MOS. 

CUSTOMIZE  YOURS: 

10/20GBTR5  Internal  EIDE  Tape  Drive 

(Part  #20L0549)  $285  or  $10/month 
Additional  20GB  Ultra-ATA 
100  EIDE  Hard  Drive 

(Part#19K4461)  $249  or  $9/month 


SuccessLease       %m  jt 

for  Small  Business  '44/MO.,  36  MOS. 

CUSTOMIZE  YOURS: 

18.2GB  Ultra  160  Hot-Swap  Hard  Drive 

(Part  #37l_7202)  $419  or  $15/month 

APC  Smart-UPS  700  Backup  Power  Supply 

(Part  #94G3134)  $319  or  $11/month 


tium®/// 


DIRECT  TO  YOU 


Toll  free  1  866  426-0110 

ibm.com/eserver/xseries/M076 

to  buy  direct  or  to  locate  an  IBM  reseller. 


town  is  price  available  from  IBM  directly.  Reseller  prices  may  vary.  IBM  price  does  not  include  tax  or  shipping  and  is  subject  to  change  without  notice.  'MHz/GHz  only  measures  microprocessor  internal 
id;  many  factors  affect  application  performance  'Maximum  memory  varies  depending  on  model,  and  may  require  replacement  of  standard  memory  with  optional  memory  module  'GB  equals  one  billion 
n  referring  to  storage  capacity;  accessible  capacity  may  be  less  Maximum  internal  hard  disk  drive  capacity  assumes  the  replacement  of  any  standard  hard  disk  drives  and  the  population  of  all  hard  disk 
with  the  largest  currently  supported  drives  available  from  IBM.  5For  terms  and  conditions  or  copies  of  IBM's  Statement  of  Limited  Warranty,  call  1  800  772-2227  in  the  US  and  in  Canada  cali  1  800  426-2255 
support  may  be  subject  to  additional  charges.  For  warranties  including  onsite  labor,  customer  may  be  asked  certain  diagnostic  questions  before  a  technician  is  sent.  'SuccessLease  is  offered  by  third-party 
of  business  financing  approved  by  IBM  Global  Financing.  SuccessLease  terms  and  conditions  provided  by  the  third  party.  Featured  monthly  lease  payments  include  prespecified  purchase  option  at  end  of 
ualitied  business  customers  only,  installing  in  the  US  Documentation  fee  and  first  month's  payment  due  at  lease  signing,  taxes  are  additional  Offer  may  be  withdrawn  or  changed  without  notice  Options 
leased  separately.  IBM  reserves  the  right  to  alter  product  offerings  and  specifications  at  any  time,  without  notice  SuccessLease  and  all  IBM  product  names  are  registered  trademarks  or  trademarks  of 
tal  Business  Machines  Corporation  Intel,  the  Intel  Inside  logo  and  Pentium  are  registered  trademarks  and  Celeron  is  a  trademark  of  Intel  Corporation  Other  company,  product  and  service  names  may  be 
s  or  sen/ice  marks  of  others.  ©2001  IBM  Corp.  All  rights  reserved. 
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With  the  return  of  hard  times, 

three  entrepreneurs  discuss  how  they  survived 

their  own  adversity 


MICHAEL  S.  MALONE 


HE  FACT  THAT  HIGH  TECH  has  no 

memory  is  usually  a  good  thing. 

It  keeps  upstart  companies  from 
fearing  their  giant  and  venerable 
competitors.   It  guarantees  that 
inventors  will  chase  new  products 
that  history  argues  are  impossible. 
Most  of  all,  it  allows  the  industry  to 
Drace  new  rules  with  little  allegiance  to  the  past. 
Unfortunately,  during  hard  times — like  the 
iod  we  are  in  now — this  collective  amnesia  can 
a  handicap.  It  blocks  us  from  the  all-important 
isage  about  the  misery  of  economic  downturns: 
'as  happened  before,  and  you  will  not  only  sur- 
s  but  may  even  know  better  times  in  the  future. 
[f  young  people  are  the  big  winners  during 
>m  times,  it  is  veterans  who  make  out  best  dur- 
the  busts.  Why?  Because  they  have  perspective, 
ause  they  don't  lose  their  heads.  And  because 
one  is  smart  enough  to  ask  for  their  advice. 
Here  is  some  of  that  advice,  from  three  of  the  most  famous 
les  in  high  tech.  It  is  extracted  from  interviews  to  air  on 
television  series  Betting  It  All,  produced  by  Forbes  ASAP 
I  premiering  this  month  on  PBS. 

rhe  three  speakers,  Cypress  Semiconductor  CEO  T.J. 
igers,  Oracle  Chairman  and  CEO  Larry  Ellison,  and  Atari 
nder  and  video  game  legend  Nolan  Bushnell,  represent  dif- 
nt  kinds  of  career  downturns — and  different  recoveries.  For 
igers,  who  is  running  a  medium-size  company  in  a  mature 
ustry,  the  lessons  came  from  industry-wide  slumps.  For 


T.J.  ROOGERS:  "I  can  contribute  more  in  tough  times. ...During  rah-rah  times,  anybody  can  run  a  company.' 


Ellison,  at  the  helm  of  superstar  Oracle,  understanding  followed 
the  crashing  to  earth  of  a  high-flying  company  that  had  spun 
out  of  control.  And  for  Bushnell,  wisdom  came  from  a  personal 
crisis  brought  on  by  too  much  success  and  too  little  humility. 

As  you  will  read,  each  found  answers  as  different  as  their 
personalities.  But  there  is  a  common  wisdom  to  all  of  their  sur- 
vival stories.  It  is  that  you  need  to  appraise  your  situation  hon- 
estly and  put  it  in  a  larger  context,  place  your  trust  in  what  you 
believe  in  (and  love)  the  most,  and,  finally,  always  reassure 
yourself  that  brighter  days  lie  ahead. 
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BEEN  HERE,  DONE  THIS 


T.J.  ROOGERS 
The  last  few  years  have  been  character 
building  years.  It's  a  different  paradigm 
for  management.  You're  managing  to 
try  to  return  to  profitability.  The  way 
I  work  is  that  you  do  the  best  job  you  can 
do.  You  convince  yourself  that  you're 
managing  competently,  and  you  go  home 
and  let  it  slide.  You  can't  get  hung  up 
on  it;  otherwise,  it  devastates  you. 

I  have  kind  of  a  perverse  personality 
where  I  feel  like  I  can  contribute  more  in 
tough  times.  I've  been  around  now  at 
Cypress  for  18  years,  and  people  know 
that  I'm  in  for  the  long  haul.  I  can  add 
stability.  During  the  rah-rah  times,  any- 
body can  run  a  company.  Anybody  can 
hire  more  people,  give  them  more  money. 

We've  had  two  recessions  in  17  years, 
and  each  was  one  year  long  and  each 
was  painful.  But  I'm  glad  I  had  those 
for  training.  They  were  tough  times,  but 
I  think  I'm  a  better  manager  for  it. 

Handling  the  pressures  personally,  I  run,  I  do  movies,  and 
I  make  wine.  Those  are  what  I  do.  And  cook.  That's  it.  So  I'm 
either  doing  chips  or  those  other  four  things. 

One  of  the  things  I'm  most  proud  of  is  that  I  have  taken 
the  trouble  to  study  and  understand  what  it  is  that  makes  us 
special  and  different.  It's  not  Java  code  or  biotechnology;  those 
are  the  things  certain  companies  or  industries  happen  to  work 
on  here  in  Silicon  Valley.  What  makes  us  special  and  different 
here  is  that  we're  truly  capitalists.  We  invest.  There  is  no 
safety  net.  You  can  go  out  of  business.  There  are  compa- 
nies— you  can  count  them  on  both  [hands]  every  day — that 
go  out  of  business,  and  that's  life. 

The  No.  1  piece  of  advice  I'd  give  executives  is  to  work  in 
the  best  interest  of  their  shareholders  for  the  long  term.  In 
other  words,  don't  work  to  make  earnings  per  share  greater 
this  quarter  if  it  means  shafting  your  employees  or  screwing 
your  customers  or  producing  crappy  quality.  If  your  goal  is  to 
be  around  many  years  from  now,  then  making  money  is 
equivalent  to  doing  right  by  everybody  around  you — because 
you'll  be  all  alone  quickly  if  you  don't.  As  long  as  they  work 
toward  that  end,  creating  wealth  for  themselves  and  their 
shareholders  and  their  customers,  and  the  communities  in 
which  they  live,  I  can't  knock  'em. 

LARRY  ELLISON 

We  started  Oracle  in  1977,  Bob  Miner,  Ed  Oates,  Bruce  Scott, 
and  I.  We  started  with  $2,000.  I  put  in  the  bulk  of  the  capital, 
1,200  bucks,  and  we  started  doing  consulting.  We  wanted  to 
build  the  first  commercial  relational  database,  but  the  only 
way  we  could  pay  for  it  [was]  to  hire  ourselves  out  as  pro- 
grammers. And  we  were  pretty  good  programmers,  so  we 
could  make  money  doing  contract  work. 

I  really  didn't  think  there  was  a  risk  in  starting  the  busi- 
ness. What  was  I  risking?  My  current  job?  Sure,  I  was  risking 
my  house,  but  given  the  potential  upside — well,  I  could 
always  go  out  and  get  a  great  job.  I  was  eminently  employ- 
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LARRY  ELLISON:  "I  don't  feel  like  I  have  to  be  the  center  of  attention.' 


able.  Even  in  those  da 
would  take  about  an  he 
get  a  pretty  good  job  ii 
con  Valley. 

Nineteen  ninety-on< 
'92  were  difficult  yea 
Oracle.  I  had  to  ask  m 
"Am  I  going  to  stay  in  c 
of  this  place,  or  is  it  be 
the  company  for  me  t: 
out?"  And  I  kept  the  jot 
We  got  to  a  point  whe 
company  was  getting  d 
control.  This  is  going  to  s 
like  me  making  excuses 
I've  always  run  enginee 
The  part  of  the  company 
I'm  really  interested  in  [i 
gineering.  Now  we  had 
ally  large  company,  and 
no  experience  in  running 
I  was  getting  my  experien 
the  job,  and  boy,  the  tu 
was  a  lot  higher  than  what  you  pay  for  Stanford  Bus 
School.  I  had  no  experience  running  anything  this  big,  ar 
one  had  any  experience  in  growing  a  company  this  fast, 
[was]  all  uncharted  territory  for  me,  personally  and  in  the  hi 
of  commerce. 

We  had  no  numbers  guy,  in  fact,  and  we  had  a  field 
organization  that  was... I  guess  the  positive  term  you  w 
use  is  aggressive.  It  was  a  very,  very  aggressive  selling  or 
zation.  And  there  were  no  controls  in  place. 

Normally,  you  have  a  chief  financial  officer  making 
that  certain  procedures  are  in  place,  so  there  are  no  al 
going  on  out  in  the  field.  We  had  none  of  that.  I  didn't 
know  you're  supposed  to  have  that.  I  was  spending  mo 
my  time  worrying  about  products.  As  I  came  to  unders 
the  problems  anew  every  day,  it  was  a  horrible  expert 
because  I  had  been  paying  no  attention  to  the  fielc 
finance.  I  think  I  was  the  best  person  for  the  job.  I  knev 
company  better  than  anybody  else.  I  knew  the  products 
the  technology  and  the  markets  better  than  anybody  else 

I  certainly  took  a  lot  of  long  walks  alone.  It  was  al 
Yosemite,  never  the  beach.  And  I  thought  about  how 
want  to  spend,  you  know,  the  next  few  years  of  my  li 
someone  else  could  have  run  Oracle  better,  I  would  have 
thrilled.  I  don't  feel  like  I  have  to  be  the  center  of  the  a 
tion,  though  if  I'm  best  equipped  to  do  the  job,  I'm  quite 
ing  to  make  the  effort  and  do  the  job.  If  someone  else  ca 
the  job  better,  God  bless. 

NOLAN  BUSHNELL 

When  I  sold  Atari,  I  had  a  noncompete  agreement  ir 
video  game  business,  so  I  had  to  do  something  that  wou 
that  contractual  obligation,  and  I  was  too  young  to  retire 
I  then  started  a  whole  bunch  of  companies.  I  got 
cocky.  More  than  that,  what  you  realize  is  that  you  ha1 
pay  attention,  and  because  it  had  been  easy,  because  it 
been  effortless,  I  put  too  much  on  my  plate. 
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get  mi nO  off  work. 


Like  most  of  the  employees  at  WorldCom;  "  Kema  Azunma  has  a  pretty  ob: 
doesn't  just. think  of  ways  to  improve  our  network  from  9  to  5.  He  thinks  about  it 
Little  wonder  it's  one  of  the  most  reliable  global  networks  on  earth. 
For  starters,  our  network  is  seamless  from  end  tp  end,  Which  means  there's, 
"'ata  get  lost,  stolen  or  altered.  - 

And  speaking  of  seamlessness.  we  built  the  core  components  of  e-business  rigf 
PWnents  like  Hosting,  IP.  VPNs  and  Web  Centers.:  This. not  only  allows  the  p 
ccountable  for  everything  from  data  transport  to  complex  application  managem 
monitor  the  network  from  end  to  end  24/7/365 -virtually  eliminating  the  possibili 
Then,  to  reduce  error  even  further,  we  made  our  network  one  ol  the  most  ex 
the  world.  One  that's  OC-ff>2  enabled'.  So  bottlenecks  are  a  thing  of  the  past.  An< 
of  the  present.  After  all.  we  know  as  well  as  you  do,  there's  no  good  time  fordo 


t  into  our  UUNET  network, 
spple  at  WorldCom  to  be 
3nt.  It  also  allows  them  to 
y  for  error. 

)ansive  and  redundant  in 
fast  data  transfer,  a  thing 
vn  time. 


Suffice  it  to  say,  it's  not  easy  to  make  our  network  any  mor 
For  more  details,  visit  us  at  www. worldcom, com.  -;       ,  i 


an  it  already  is.  Just  ask  Kema. 
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BEEN  HERE,  DONE  THIS 


One  of  the  things  that  you  forget, 
and  it's  so  easy  to  forget  when  you're 
riding  so  high,  is  how  hard  it  is  and 
how  much  effort  each  startup  takes.  We 
forgot  the  people. 

My  dad  would  always  say  that  the 
minute  you  think  that  the  sun  is  shining 
out  of  your  rear,  all  you  have  is  an  illu- 
minated landing  area. 

1  think  personally  [losing  it  all] 
was  excellent  for  us.  I  mean,  I  was  way 
too  high.  I  don't  think  I  would  have 
remained  a  good  husband  and  father. 

We  went  through  15  years  of  litiga- 
tion. I  think  my  wife  and  I  and  my  fam- 
ily grew  very  close,  and  it  was  a  very, 
very  good  time  for  our  family.  I'm  not 
sure  that  had  the  adversity  not  come,  that  we  would  have 
ended  up  being  as  neat  a  family  as  we've  turned  out  to  be. 

I  don't  think  I  needed  to  be  pulled  down  this  far,  but  the 
big  problem  with  being  an  entrepreneur  is  that  when  you 
have  certain  financial  troubles  or  litigation,  things  like  that, 
you  cannot  do  your  occupation. 

All  of  a  sudden  you  have  to  pay  the  bills  by  doing  consult- 
ing or  being  second  man.  The  biggest  frustration  to  me  per- 
sonally was  working  for  guys  who  didn't  have  a  clue  about 
what  they  were  doing,  and  in  some  places  got  big  salaries  and 
big  options,  basically  working  off  my  name. 


It's  terrible,  because, 
know  that  because 
name's  associated  with 
it  goes  down  in  flames,  y 
gonna  take  one  more  I! 
your  reputation,  when  ii 
you  didn't  really  have 
hands  on  the  controls. 

I  believe  that  you  can 
great  entrepreneur  an> 
and  that  the  real  key  is 
ing  judgment,  because 
you  really  need  to  do  is  i 
sure  your  numbers  are 
in  the  final  analysis. 

I  think  I  would  do  d 
thing  pretty  much  the  s 
but  I  would  have  tried  to  get  a  little  bit  more  balance  i 
life.  Bootstrapping  a  company  is  very,  very  exhausting. 

If  you  decide  you're  gonna  take  the  high  road,  you  ha 
have  a  thick  skin.  You  just  have  to  deal  with  it  and  sa 
know  who  I  am.  I'm  not  going  to  believe  that  if  they  say 
wonderful  guy,  I  am,  and  if  they  say  I'm  a  schmuck,  I  « 
know  who  I  am,  and  I'm  gonna  be  a  good  family  man 
I'm  going  to  take  care  of  my  kids  and  my  wife,  and  my  \ 
gonna  take  care  of  me,  and  we're  gonna  have  a  great 
And  we're  gonna  move  forward.  We're  gonna  make 
future  happen  a  little  faster,  and  that's  what's  fun." 


NOUN  BUSHNELL:  "We're  gonna  make  the  future  happen  a  little  faster." 


WHEN  MONEY  STOPS  TALKING 


In  down  cycles,  good  venture  capitalists  prove  their 
mettle,  and  bad  ones  go  away.  "Now  we're  going  to 
find  out  who  had  more  than  money, "  says  David  With- 
erow.  president  and  CEO  of  VentureOne,  which  fol- 
lows the  VC  industry.  He  predicts  that  20%  to  25%  of 
VC  firms  could  disappear  over  the  next  few  years — 
primarily  newer,  smaller  weaklings  without  track 
records.  "Expert  VCs  expected  the  music  to  stop  and 
have  kept  a  chair  at  the  table, "  he  says. 

The  mark  of  a  top  venture  capital  firm,  like  Kleiner 
Perkins  Caufield  &  Byers  or  Sequoia  Capital,  is  the  abil- 
ity to  spot  winners  and  shepherd  them  through  tough 
times.  Here  is  one  example,  an  edited  excerpt  from 
Forbes  ASAP  Executive  Editor  Karen  Southwick's  forth- 
coming book.  The  Kingmakers:  Venture  Capital  and  the 
Money  behind  the  Net  (John  Wiley  &  Sons,  July  2001). 

Plumtree  Software,  which  sets  up  corporate  Web 
portals,  is  a  creation  both  of  its  founders  and  the  ven- 
ture capitalist  who,  for  a  time,  took  the  helm  of  the 
company:  Sequoia's  Pierre  Lamond.  In  1997  Sequoia 
put  in  $550,000  in  a  seed  round,  followed  by  another 
$1  million  on  completion  of  a  prototype  product.  But  in 
mid-1998  Plumtree  was  trying  to  raise  $4  million  in 
follow-on  financing  and  its  CEO/founder  was  depart- 
ing. On  the  night  before  the  presentation  to  Sequoia  for 
new  financing,  cofounder  Glenn  Kelman  knew  that  the 


CEO  was  on  his  way  out:  "I  called  Pierre 
and  said,  'We  have  a  problem.'"  But 
Lamond  reassured  him:  "Don't  worry 
about  it.  We'll  still  fund  the  company." 

For  this  financing  round  Lamond 
wanted  other  investors,  so  he  and  Kel- 
man drove  up  and  down  Silicon  Valley's  Sand  Hill 
Road.  Plumtree  wasn't  an  easy  sell.  The  demo  kept 
crashing:  the  potential  investors  kept  squirming.  Kel- 
man knew  better  than  to  show  doubt  around  Lamond 
because  that  might  have  convinced  him  to  dump  the 
company,  or  at  least  the  founder.  "If  you  ever  waver 
with  Sequoia,  it's  not  as  though  they're  going  to  pat 
you  on  the  back  and  send  you  on  your  way,"  says  Kel- 
man. As  the  company  gained  traction,  Sequoia's  part- 
ners became  more  determined  than  ever  not  to  let 
Plumtree  fail.  "They  weren't  going  to  watch  us  sink 
like  a  whale  turd  to  the  bottom  of  the  sea  and  have 
people  say  that  was  a  Sequoia  company,"  he  says. 

Kelman  recalls  Lamond's  unusual  method  of  moti- 
vating him  to  stick  with  it.  During  the  dog  days,  he 
overheard  Lamond  chewing  out  another  CEO  on  the 
phone.  "He  made  a  point  of  keeping  me  in  the  room 
while  he  talked  to  this  CEO,"  Kelman  says.  After 
Lamond  finished  the  call,  he  said  to  Kelman:  "Another 
one  I  pulled  from  the  ashes,  just  like  you." 


D0N7  BLUFF  THIS  GUY:  Sequoia's  Pi 
Lamond  Hies  to  hold  the  winning  ha 

In  large  part  because  of  Sec 
reputation,  Plumtree  got  its  $4  n 
Meanwhile,  Lamond  launched  a 
CEO  search  and  was  in  effect  the 
chief  executive  for  about  eight  m 
"I  kept  the  company  alive  and  pu 
the  right  track."  he  says  with  no  pretense  of  mc 
"It  takes  a  lot  of  time  and  effort  to  run  a  compan 
might  argue  that  the  return  on  investment  is  no 
ranted.  I  like  it,  but  I  don't  want  to  do  it  full-time 
He  didn't  have  to,  because  by  August  1998  L; 
had  convinced  John  Kunze,  an  Adobe  Systems  v 
who  was  vice  president  of  its  Internet  product 
sion,  to  join  Plumtree  as  CEO.  Kunze's  task:  he 
company  move  from  zero  to  meaningful  reve 
When  it  didn't  happen  soon  enough  for  Lamoi 
told  the  Plumtree  team  at  the  beginning  of  one 
meeting:  "I  left  the  Uzi  in  the  trunk  or  I  woulc 
lined  you  up  and  shot  you  all." 

In  the  first  quarter  of  2001,  Plumtree  ha 
employees,  200  customers,  and  locations  in  10  cou 
It  posted  $18.6  million  in  revenues,  comparer 
$3.8  million  in  the  year-earlier  quarter.  An  IP( 
expected  as  soon  as  the  window  reopened.  Su 
Kunze:  "The  strength  of  Sequoia  has  helped  mal 
company  what  it  is  today."  KAREN  SOUTHV 
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Broadcom  Corporation 


Developing  silicon  and  system  solu- 
tions for  broadband  communications, 
Broadcom  Corporation  enables  the 
convergence  of  communications  tech- 
nologies. Our  products  bring  together 
entire  communication  systems  on 
highly  integrated  silicon  chips,  speed- 
ing voice,  video  and  data  across 
networks  and  around  the  world. 
Broadcom's  technology  integration 
expertise  brings  together  the  various 
elements  that  make  communications 
convergence  a  reality  today. 
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www.  broad  corn,  com 
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j^AIvy  Ray  Smith  J 


LEGE 


or  Alvy  Ray  Smith,  the  1995  film  Toy  Story  was  a  triumph.  He'd  been  try- 
ing to  make  a  movie  with  computers  for  nearly  20  years,  and  now  the  com- 
pany he  had  cofounded,  Pixar  Animation  Studios,  had  done  it.  Toy  Story,  the 
first  fully  computer-generated  feature-length  film,  became  a  box-office  smash. 

More  important  to  Smith,  however,  was  that  kids  loved  Buzz  Lightyear. 
"That  was  the  first  time,"  he  recalls  with  a  smile,  "where  people  were  seeing 
real  characters,  not  polygons.  And  it  was  like,  'Wow.  We  finally  got  it.' " 
As  a  founding  father  of  the  computer  graphics  industry,  Smith  sees  the 
world  as  a  colorful  place.  He's  that  rare  individual  who  excels  both  as  an  artist  (having  worked 
as  a  painter,  photographer,  and  director)  and  as  a  technician  (he  has  a  Ph.D.  in  computer  sci- 
ence from  Stanford).  And  he's  not  a  bad  businessman,  either.  The  valuation  of  Pixar  exceeds 
$1.5  billion;  he  sold  his  other  startup,  Altamira,  to  Microsoft.  Without  him,  the  amazing  coop- 
eration that  now  occurs  between  art  and  computers  wouldn't  have  happened.  "I  want  artists  to 
know,"  he  says,  "that  we've  got  this  incredible  tool  called  computation,  and  it's  available  to 
you.  It's  not  just  for  other  people.  So  use  it.  And  that's  kind  of  been  my  mantra  all  these  years." 

In  1975  it  was  crazy  to  think  you  could  make  an  entire  movie  with  computers.  Available 
technology  would  barely  allow  a  high-quality  still  picture.  Luckily  for  Smith  and  a  then- 
select  group  interested  in  computer  graphics,  Alexander  Schure  was  a  little  crazy.  Rich,  too. 
Schure  owned  New  York  Institute  of  Technology,  a  college  (using  the  term  loosely)  whose  cam- 
pus consisted  of  a  collection  of  baronial  estates  on  the  east  end  of  Long  Island.  Schure,  who 
wanted  to  be  the  next  Walt  Disney,  planned  to  accomplish  that  by  automating  the  animation 
process.  He'd  assemble  a  vast  amount  of  computing  power  and  put  those  folks  in  the  same 
room  with  a  bunch  of  brilliant,  "wild-assed  hippies"  like  Smith.  That  year  Smith  set  off  for 
"Gatsbyland"  on  a  mission  to  make  great  art  with  computers — a  wacky  notion  at  the  time. 

As  for  Schure  becoming  Disney,  that  didn't  happen — but  plenty  else  did.  "One  time,  I  made 
a  list  of  firsts  for  someone,"  Smith  says,  "and  the  thing  was  about  four  pages  long,  with  no  end 
in  sight.  Pretty  much  everything  we  did,  every  day,  was  new."  The  accomplishment  for  which 
he's  most  famous  is  BigPaint,  the  first  digital  paint  software.  Consisting  of  a  palette  and  brush 
for  the  computer,  BigPaint  earned  Smith  an  Academy  Award  in  1998,  one  of  two  he's  won  for 
technical  achievement.  "I  like  to  say  I  started  in  a  garage,"  he  jokes.  "A  six-car  garage."  In  this 
garage,  Smith  and  company  built  the  primitive  tools  for  what  has  become  a  $92  billion  industry, 
according  to  graphics  research  firm  Machover  Associates. 

At  Lucasfilm  from  1980  to  1986  Smith  and  his  team  put  to  use  the  tools  they'd  built  in 
Schure's  garage.  They  had  figured  out  enough  about  the  fractals  and  polygons  they  were 
working  with  to  make  computer-generated  moving  pictures  that  looked  cool.  In  1982  Para- 
mount Studios  gave  him  60  seconds  of  screen  time  on  Star  Trek  11.  The  suits  wanted  to  depict 
Genesis — "total  death  to  total  life,  instantaneously,"  Smith  recalls.  "They  said,  'Show  us 
something  here.'  And  I  said  OK."  The  result  was  a  stunning  piece  that  helped  convince  George 
Lucas  that  this  "digital  stuff"  would  be  the  way  of  the  future.  Steve  Jobs  bought  the  computer 
graphics  division  of  Lucasfilm  in  1986,  with  Smith  and  longtime  buddy  Ed  Catmull  heading 
up  the  new  venture.  Smith  named  the  company  Pixar,  but,  unable  to  stomach  Jobs  and  his 
megalomaniacal  ways,  he  left  in  1991.  "That  was  my  baby,"  Smith  says,  "but  I  had  to  leave." 
It's  the  only  moment  in  a  seven-hour  conversation  when  his  energetically  happy  blue  eyes  dim. 

Smith  isn't  overly  pleased  that  he  wasn't  at  Pixar  for  the  making  of  Toy  Story  and  that  he's 
not  there  now.  But  don't  cry  for  him.  His  success  with  Altamira,  which  he  sold  to  Microsoft  in 
1994  for  a  hefty  sum,  helped  ease  the  pain.  From  his  Seattle  home  on  a  hill  overlooking  Lake 
Washington,  Smith  stays  busy,  working  the  local  arts  scene  as  a  digital  photographer,  giving 
speeches,  writing  his  memoirs,  and  studying  his  lifelong  fascination:  the  nature  of  human  con- 
sciousness. "Yeah,  I'm  a  pretty  happy  camper,"  he  admits,  smiling.    ANDREW  FREIBURGHOUSE 
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Canon  Technology  Update: 


For  fast-moving  i 
has  just  raise( 


Today,  businesses  are  under  increased  pressu 
get  more  and  more  things  accomplished  in  less 
less  time.  This  applies  to  decisions.  To  achievei 
of  goals.  To  in-house  production  of  finis 
documents.  And  for  the  latter,  Canon's  latest  di 
copier  technology  now  enables  large  and  s 
enterprises  alike  to  ensure  that  the  work  gets  < 
before  the  clock  runs  out. 

The  fast  track  to  success. 

Canon's  imageRUNNER  8500  is  a  perfect  exprei 
of  this  technology.  Delivering  black-and-white  c< 
at  the  astounding  rate  of  85  pages  per  minute.  Off 
production-caliber  throughput  and  finis] 
capabilities  as  well  as  optional  network  prir 
and/or  scanning  functions.  Making  a  worl 
difference  for  central  reprographic  departm< 
distributed  corporate  print-on-demand  environm 
and  print-for-pay  establishments. 

As  a  stand-alone  copier,  the  imageRUNNER  ! 
is  impressive  enough  to  have  all  efficiency  see 
moving  in  Canon's  direction. 

Its  intuitive  software  drivers  and  control  p 
features  offer  PCL5e.  PCL6,  and  PostScript  prin 

Its  features  include  tab  printing,  job  build,  < 
reservation  for  up  to  five  jobs,  a  color  LCD 


From  desktop  to  document,  the  imageRUNNER  8500 fills  in  a 
blanks.  Its  seamless  network  connectivity  enables  you  to  input 
kinds  of  paper  or  electronic  data  via  an  intranet  PC  or  the  We 
Delivering  not  only  high-quality  printed  material,  but  also  hig 
quality  bindery  output.  And  avoiding  the  inconvenience  of  mm 
physical  visits  to  the  imageRUNNER  H500  itself. 


All  trademarks  are  the  properties  o  £tive  owners. 
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s,  Canon's  imageRUNNER™  8500 
Urn-demand  speed  limit  to  85ppm. 


face,  and  100  user  mailboxes, 
g  with  a  10  GB  hard  disk  capable 
)ring  8,000  pages.  Plus  support  for 
ersal  Send™  TIFF,  MTIFF,  and 
scanning  technology*. 
;  finishing  possibilities  include 
lard  2-  /  3-hole  punching,  and 
mal  single-  and  multi-position 
ing,  automatic  saddle-stitching, 
rig,  and  document  insertion. 

re  can  you  go  from  here? 

ywhere. 

th  the  optional  network  printer  kit, 
lageRUNNER  8500  also  functions 
tetwork  printer.  It  can  enable  you  to 
%  edit,  and  print  documents  via  a 
op  PC.  And  with  Canon's  NetSpot 
including  Remote  UI  software,  you 
se  that  same  PC  to  monitor  and/or 
ol  the  status  of  all  job  functions  on  the  network. 


The  imageRUNNER  8500  can  be  more  than  a  copier  and  printer.  It  can  become  an 
automatic  bindery,  with  all  sorts  of  finishing  options. 


xe  accommodations. 

accommodate  businesses  of  varying  sizes  and 
,  the  latest  imageRUNNER  digital  multifunction 
lology  incorporates  Canon's  new  Image 
3rm  Architecture. 


This  modular  structure  opens  up  a  wealth  of 
multifunction  capabilities  such  as  copying,  printing, 
scanning,  and  networking.  Its  core  element  is  an  Image 
Platform  Controller,  which  permits  simultaneous  multi- 
tasking to  enhance  document  input/output  while 
decreasing  the  total  cost  of  ownership. 

The  imageRUNNER  8500  is  yet  another  in  a 
long  series  of  breakthroughs  that  have  made 
Canon  unsurpassed  in  digital  imaging 

And  that  have  enabled  even 
not-so-small  companies  to  move 
with  remarkable  velocity. 


The  imageRUNNER  8500  gives  you  85ppm 
speed,  600dpi  resolution,  and  a  host  of  options 
for  input,  finishing,  and  networking. 


Canon 


ible  in  second  half  of  2001.  Visit  Canon  online  at  http//www. canon. com 


There  are  some  openings 
only  an  imageRUNNER 
can  fill 


Cali  1-800-OK-CANON, 

or  visit  www.imagerunner.com 


Meet  the  imageRUNNER  5000.  An  amazing 
document  production  system  that  can  output 
at  50  ppm  and  deliver  full-finishing  capabilities  right  from  the  desktop. 
A  seamless  fit  to  any  network,  this  digital  marvel  is  built  on  the  highly 
acclaimed  imageRUNNER  product  platform.  So,  put  a  fresh  coat  of  paint 
on  the  walls,  the  imageRUNNER  5000  is  headed  your  way.  At  Canon, 
we're  giving  people  the  know-how  to  realize  the 
full  power  of  the  digital  office. 
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fERVIEW  I  BARON  &  GOULd] 


THE  PROFESSOR 
AND  THE  PRACTITIONER 

Two  experts  predict  success  in  a  time  of  mounting  failures 


Interview  by  Edward  Clendaniel 


/enture  capitalist  Kathryn  Gould  and 
sociologist  James  N.  Baron  know  what  it 
takes  to  be  successful. 
Gould,  when  she  isn't  at  work  as  one  of  the 
rld's  few  female  venture  capitalists,  is  also  a  con- 
violinist  and  pilot.  She  started  Foundation  Capi- 
in  Menlo  Park,  California,  with  Jim  Anderson 
Bill  Elmore  in  1995.  Gould  has  created  $1.6  bil- 
in  market  value  since  1990,  returning  more  than 
'0  million  to  investors  in  the  past  five  years — an 
rage  of  9.2  times  the  initial  investment. 
Baron,  a  professor  at  Stanford  University's 
iduate  School  of  Business  who  has  also  taught 
he  Harvard  Business  School,  is  the  coauthor  of 
itegic  Human  Resources.  He  started  the  Stan- 
i  Project  on  Emerging  Companies  (SPEC)  with 
ne  Burton  and  Michael  Hannan  in  1994.  They 
re  studied  167  companies,  emphasizing  the 
nding  conditions  and  the  subsequent  impact  of 
se  decisions.  His  biggest  regret,  he  says,  is  not 
ing  created  a  SPEC  mutual  fund. 
In  this  interview  with  Forbes  ASAP  Contribut- 
Editor  Edward  Clendaniel,  Gould  and  Baron 
:uss  which  factors  make  startups  succeed  or  fail. 
AP:  What  are  the  ingredients  for  companies 
t  endure? 

RON:  We  are  now  in  the  process  of  looking  at 
amber  of  things  that  struck  us  as  relevant  to  the 
formance  of  the  companies  we've  been  study- 
One  example  is  turnover.  That  is,  companies 
t  have  high  turnover  are  subsequently  slower 
;row  revenues.  Another  example  of  the  sort  of 
ric  that  we  looked  at...  [is]  what  we  call  admin- 
ative  intensity.  How  many  full-time  administra- 
;  does  it  take  to  run  an  operation? 
ULD:  And  the  fewer  administrators  to  pro- 
tive  head  count,  the  better? 
RON:  Presumably  better,  both  because  it's 
aper  but  also  because  it's  faster.  So  the  question 
Does  the  way  the  founder  thinks  about  what 
organization  is  going  to  be  about,  does  that 
ct,  over  time,  how  much  overhead  they  need  to 
?  We  found  it  to  be  quite  striking. 
ULD:  Often  all  I  have  is  the  idea  and  some 
pie. 

AP:  Speak  to  those  two  elements.  It's  an  intro- 
tory  offer.  Someone  walks  in  the  door... 


WHAT  WORKS:  James  Baron's 
research  shows  committed 
startups  succeed. 

GOULD:  The  first  thing  I 
look  for  is  market  oppor- 
tunity. I  look  for  a  product 
that  has  a  target  customer 
with  a  compelling  reason 
to  buy.  The  product  must 
be  a  "must-have,"  not  a 
"nice  to  have."  If  you  can 
postpone  the  purchase  of 
a  product  by  one  quarter, 
then  it's  a  "nice  to  have," 
and  you  won't  get  high 
gross  margins. 
ASAP:  There's  a  second 
component  to  this,  and 

that  is  when  somebody  walks  through  the  door, 
you  look  to  see  if  that  someone  has  the  right  genes. 
Talk  about  how  important  that  is  to  a  company 
and  its  durability. 

GOULD:  I  have  my  little  design  rules  for  what  I 
look  for  in  a  CEO.  And  I  try  to  be  very  minimalis- 
tic,  because  if  you  look  for,  say,  23  things,  you'll 
always  be  unhappy  with  everybody  all  the  time. 
The  CEO  in  a  startup  has  to  be  the  greatest  sales- 
man for  the  company,  the  greatest  spokesman.  If 
you  put  him  in  front  of  a  customer,  [the  customer 


WHAT  DOESN'T:  Kathryn  Gould  loathes  firms 
that  are  "built  to  flip." 
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is]  going  to  buy.  If  you  put  him  in  front 
of  venture  capitalists,  they're  going  to 
invest.  If  the  guy  has  that  and  the  ability 
to  recruit... those  are  my  absolute  mini- 
mum two  things.  The  third  one  that  I 
really  like  is  the  ability  to  actually  point 
people  in  the  right  direction.  But  you 
know,  sometimes  that's  asking  a  lot.  If 
you  don't  have  [all  three],  and  you've 
got  a  great  marketing  VP  and  great 
engineering  VP,  you  can  sort  of  make  it 
work.  I  can  help.  That's  my  job,  too. 
ASAP:  Jim,  what's  your  study's  focus? 
BARON:  We  found  that  the  vast 
majority  of  the  firms  that  we  talked  to 
can  be  broken  down  into  five  blue- 
prints, which  we  call  the  star  model,  the 
engineering  model,  the  commitment 
model,  the  bureaucracy  model,  and  the 
autocracy  model. 

GOULD:  Which  model  most  corre- 
lated with  success? 

BARON:  It  turns  out  if  you  look  at 
predicting  time  to  IPO,  predicting  fail- 
ure (the  firm  literally  dissolves  —  or  was 
acquired  in  a  sort  of  fire  sale),  and  pre- 
dicting growth  in  market  cap,  the  com- 
mitment model  does  the  best  in  all  three 
of  those  except  for  growth  in  market 
cap  [in  which]  the  commitment  model 
and  the  star  model  do  the  best. 
ASAP:  What  is  a  commitment  model? 
BARON:  It  is  an  organization  that 
says  we  are  creating  a  family.  It's  about 
creating  bonds,  it's  about  the  company. 
In  fact,  the  company  is  more  important 
than  the  products.  The  company  is  say- 
ing, "We  are  here  for  the  long  haul.  We 
hire  people  who  share  our  values.  We 
do  things  a  particular  way."  The  organ- 
ization is  really  the  central  thing. 
ASAP:  And  the  other  models? 
BARON:  In  the  star  model,  a  company 
goes  to  the  elite  sources,  hires  the  smartest 
people  it  can  find,  and  gets  the  hell  out  of 
their  way.  In  the  bureaucracy  model,  the 
people  have  been  in  startups  before,  and 
they  say  if  you  don't  have  budgets  and 
project  management  software  and  strict 
accountability,  things  will  spin  out  of  con- 
trol, and  they're  not  going  to  let  that  hap- 
pen again.  The  autocratic  model  has  a 
very  autocratic,  often  cultlike  leader  who 
drives  everything  the  company  does.  The 
engineering  model  combine-  challenging 


work,  autonomy,  and  selec- 
tion based  on  specific  skills. 
What's  interesting  is  that  any 
change  in  the  model  has  a  very 
negative  effect. 

GOULD:  The  most  frequent 
change  I  would  think  that's 
associated  with  successful  companies 
would  be  when  it's  time  for  the  autocrat 
to  go. 

BARON:  As  it  turns  out,  the  autocracy 
model  is  a  bad  model.  Anyone  leaving 
autocracy  benefits  from  that  change. 
ASAP:  Kathryn,  of  those  categories, 
which  would  you  have  selected  as  the 
most  likely  to  be  successful? 
GOULD:  I  think  love  is  the  most 
important  thing,  doing  something  for 
love.  Doing  something  for  money  is  at 
the  bottom  of  the  heap.  I  don't  think 
you  should  do  anything  for  money.  So, 
love  for  the  culture  [the  commitment 
model]  would  work  for  me,  although 
the  potential  of  all  those  smart  guys  [in 
the  star  model]  would  probably  work 
for  me,  too.  The  autocratic  model  —  it 
would  depend  on  the  circumstances. 
BARON:  It  sounds  like  you  think 
maybe  different  models  might  work  bet- 
ter in  different  stages  of  development? 
GOULD:  Yes.  If  I've  got  an  autocratic 
guy  and  it's  early  stage  and  he's  just  great 
in  a  lot  of  other  ways,  I  can  work  with 
that.  I  just  know  there  is  going  to  be  a 
little  train  wreck  somewhere  along  the 
way.  It's  better  not  to  have  that,  but... 
BARON:  The  results  show  that,  on  aver- 
age, it's  not  a  little  train  wreck.  It  turns  out 
that  when  you  change  the  model,  you  pay 
for  it  in  costs  in  terms  of  the  likelihood 
of  your  going  public,  and  the  likelihood 
that  if  you  go  public,  you'll  survive. 
GOULD:  I  completely  live  in  a  world 
that  says  the  characteristics  of  the  mar- 
ket overshadow  much  of  this.  I  can  think 
of  lots  of  examples  where  we  had  to  fix 
stuff  along  the  way  in  the  management 
team,  but  the  train  was  moving  down 
the  track  at  a  high  rate  of  speed  because 
of  the  market.  And  I  think  we  can  all 
easily  think  of  pretty  screwed  up  man- 
agement teams  that  have  succeeded  mag- 
nificently in  great  markets.  When  the 
market  growth  rate  slowed,  well,  then 
the  chickens  came  home  to  roost. 


"It  turns  out  that  when  yen 
change  the  model,  you  pay 
for  it  in  costs  in  terms  of  tr 
likelihood  of  your  going  pub 
and  the  likelihood  that  if  yo 
go  public,  you'll  survive." 


ASAP:  So  what  we're  seeing  it 
great  heartbreak  of  well-run,  comn 
dot-com  companies  is  they  had  no 
ket  to  play  in — they  were  doomed  tc 
GOULD:  Absolutely. 
BARON:  I  don't  think  it's  tragi* 
the  founders,  for  the  most  part.  It's  t 
for  the  innocent  pawns  who  bought 
it.  But  when  you  say  "the  committed 
com  companies,"  I  think  very  few  of 
beasts  exist.  These  are  built-to-flips. 
either  have  passion  for  a  produc 
passion  for  an  organization.  Don't 
passion  for  money. 
GOULD:  I  will  never  back  a  team  t 
built  to  flip.  If  they  say  that,  they're 
of  the  room. 

BARON:  Our  students  are  now  b< 
ning  to  realize  that  if  you  don't  1 
a  scalable,  sustainable  business — w 
in  turn  requires  a  scalable,  sustain 
organizational  blueprint — you  ai 
going  to  retain  good  people.  What  yc 
seeing  now  is  companies  such  as 
Microsystems  trying  to  figure  out 
to  create  careers  for  people,  wantir 
become  more  of  a  career  employer. 
GOULD:  Let  me  ask  you  one  ques 
Your  work  has  shown  that  the  can 
companies  that  are  built  around  ma 
money,  quick  flips,  doesn't  work 
well,  right? 

BARON:  That's  a  reasonable  repn 
tation  of  what  we  found. 
GOULD:  Here's  my  pet  peeve.  E\ 
one  always  writes  about  how  everyl 
in  the  Valley  is  out  chasing  mo 
Yet  90%  of  the  people  are  employe 
companies  for  whom  that's  somew 
on  the  list,  but  nowhere  near  the 
I  think  Silicon  Valley  is  being  portr 
just  through  the  eyes  of  the  dot-ci 
They  think  that's  what  we're  all  a 
out  here,  and  it's  irritating.  It's  wr 
I  love  that  we're  back  to  real  s 
Maybe  people  will  start  to  realize 
what  we're  really  here  to  do  is  b 
some  great  companies. 
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omewhere  between  January  2000  and 
March  2001,  One  Trillion  Dollars  disap- 
peared. The  top  400  publicly  traded  Internet- 
related  companies  were  worth  $1.4  trillion  15 
months  ago,  but  worth  only  $0.4  trillion,  or  a 
measly  $400  billion,  as  of  March. 

What  the  hell  happened?  OK,  it's  time  to  fess  up. 
I'm  responsible — well,  me  and  the  other  650  venture 
capital  companies.  We  didn't  mean  to  blow  through 
a  trillion.  It's  just  that  things  got  out  of  hand. 

Over  the  past  five  years,  the  money  put  into 
venture  funds  has  grown  exponentially — from  $6  bil- 
lion in  1995  to  $104  billion  last  year.  The  top-tier 
firms  were  returning  more  than  100%  annually  to 
their  investors.  We  were  the  new  gods;  even  the 
leveraged  buyout  guys  like  Kohlberg  Kravis 
Roberts  &  Co.  were  having  VC  penis  envy  and 
wound  up  getting  into  venture  capital  themselves. 

Then  things  started  to  get  out  of  hand.  Did  I  men- 
tion that?  In  1996  we  financed  about  2,000  new  com- 
panies. Not  too  shabby.  Last  year,  5,300  companies. 
In  the  early  days,  pre- 1995  or  so,  we  were  too  small 
to  destabilize  the  whole  economy,  but  by  last  year 
we  were  wreaking  havoc  everywhere.  Most  large 
companies  were  losing  their  best  and  brightest  man- 
agers as  we  sucked  them  away  with  hefty  stock 
options  and  visions  of  multihundreds  of  millions  of 

dollars.  So  every 

We  were  sure  we  could  form 


a  company  and  then  sell  it  to 
another  overvalued  company 
before  reality  set  in. 


legitimate  com- 
pany had  to  dig 
deep  to  try  to  re- 
tain its  talent,  but 
talent  was  bailing 
anyway.  The  Citi- 

  bank  CFO  went  to 

Priceline,  the  GE 
Capital  divisional  president  went  to  eCredit,  and  there 
wasn't  a  senior  manager  at  any  Forbes  500  company 
who  couldn't  be  wooed  for  the  right  package. 

Everything  we  touched  turned  to  gold.  Hell,  we 
took  our  mistakes  public!  The  investment  bankers 
were  our  partners  in  crime;  there  were  so  many  of 
them  hanging  around  our  offices  each  morning  we 
had  to  disguise  ourselves  as  FedEx  delivery  people 
just  to  get  into  our  own  offices.  Every  manager  had 
a  "secret"  business  plan,  and  every  M.B.A.  from 


MIT,  Harvard,  and  Stanford  wanted  to  sta 
Internet  company — to  hell  with  working  for 
man  Sachs  or  McKinsey.  What's  worse,  we 
actually  taking  these  rookies  seriously — and 
ing  them!  We  were  writing  term  sheets  just 
after  we  had  met  the  company. 

Did  we  know  it  couldn't  last?  Of  course 
were  the  guys  who  backed  a  gazillion  disk 
companies  and  enough  pen  computing  comp 
to  fill  an  auditorium.  We  were  sure  we  could 
a  company,  get  it  up  and  running,  and  then 
to  another  overvalued  company  before  realii 
in.  We  raised  bigger  and  bigger  funds,  and  we 
our  entrepreneurs  to  "go  big  or  go  home!" 

The  fools — they  believed  us. 

Then  we  started  in  on  the  Forbes  500.  We 
those  companies  that  they  should  "spin  off" 
Internet  operations  or  they  would  get  cru 
like  bugs.  And  more  than  a  few  of  them  bel 
us.  And  worse:  We  started  to  drink  the  Koo 
ourselves.  We  actually  believed  that  the  f> 
was  B2C  or  B2B  or  broadband  or  wirele: 
m-commerce  or  whatever  the  potion  du  jour  \ 

OK,  let's  stop  blaming  my  buddies  and  me 
talk  about  the  bottom  line.  The  market  is  goii 
come  back,  right?  Uh,  maybe  not.  It's  not  a  que 
of  whether  the  market  is  a  V  and  will  come 
right  away,  or  a  U  and  will  come  back  by  the  ei 
the  year.  Maybe,  at  best,  it's  a  W,  and  we  will 
little  jump  and  then  it  will  go  down  again  — 
stay  down  for  at  least  the  next  24  months. 

Hey,  look  at  this  on  the  positive  side.  The  < 
market  had  replaced  sex  and  fast  driving  in 
life.  Now  you  can  go  back  to  dating  and  ge 
that  ol'  tachometer  to  the  red  line  again. 

The  way  I  see  it,  you  are  going  to  go  throi 
few  stages.  The  first  is  Denial.  You  think  the 
ket  is  coming  back.  You'll  get  over  it.  The  se 
stage?  Anger.  Anger  is  where  you  are  now.  G 
Vent  for  a  while.  The  third  stage?  Giddiness.  Tl 
come  in  a  few  months.  Then:  Forgetfulness.  T 
when  we'll  go  through  the  whole  thing  again. 

Howard  Anderson  is  founder  of  the  Yankee  G 
and  YankeeTek  Ventures,  an  early-stage  vet 
capital  firm  in  Cambridge,  Massachusetts. 
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IMAGINE  WHAT 


TECHNOLOGY 


CAN  DO  NEXT 


health 

education 

environment 

economic  development 

equality 


t 

TheTech 


THE  TECH  MUSEUM  AWARDS 

Technology  Benefiting  Humanity  Presented  by  Applied  Materials,  Inc. 


A  CALL  FOR  NOMINATIONS  Imagine  a  world  where  technology  is  used  to  improve  the  way  we  live  Help 
us  find  the  people  and  organizations  that  will  inspire  us  with  their  accomplishments  in  the  areas  of  health,  edu- 
cation, environment,  economic  development,  and  equality.  Finalists  in  each  category  will  be  honored  on 
November  1 ,  2001  and  five  winners  will  receive  special  recognition  and  a  $50,000  cash  award.  Nominations 
will  be  accepted  until  June  1 ,  2001 .  Please  log  on  to  www  thetech.org/techawards  for  more  information  on  how 
to  nominate  the  individual  or  group  that  you  feel  has  used  technology  to  make  our  world  a  more  humane  place. 

Center  for  Science 


Technology  &  Society  a.  ^111  lAuXriiT  ForhPS 

Santa  Clara  University  APPLIED  MATERIALS'  '  ,«.«,,,.,n^^«, 


OVENTURE 


argetang  Cancer  Vaccine 


G 


enzyme  Molecular  Oncology  (Nas- 
daq: GZMO)  is  betting  that  its  emphasis  on 
biology  coupled  with  snazzy  technology 
will  pump  out  a  host  of  important  cancer  drugs 
long  before  new  products  emerge  from  the  heavily 
hyped  genomics  companies. 

Gail  Maderis,  president  of  GZMO  ("Gizmo"  to 
insiders),  says  her  company  lets  cancer  patients' 
immune  systems  point  the  way  to  important  tumor 
proteins.  These  proteins,  termed  antigens,  are  the 
signposts  used  by  the  immune  system  to  identify 
cells  to  destroy.  Once  you  know  which  antigens 
show  up  on  tumors  and  not  on  healthy  cells,  you 
have  a  quick  path  to  monoclonal  antibody  drugs 
and  cancer  vaccines.  Monoclonal  antibodies  can 
trigger  selective  killing  of  targeted  cells,  and  vac- 
cines stimulate  a  patient's  immune  system  to  seek 
out  and  destroy  cells  carrying  the  antigen. 

A  straight  genomics  approach  looks  at  all  the 
genes  expressed  by  tumor  cells  and  by  healthy  cells 
and  tries  to  figure  out  which  are  specific  to  the  tumor 
cells.  Then  you  have  to  find  out  which  of  those  thou- 
sand-plus tumor  genes  could  be  drug  targets. 

GZMO  puts  biology  at  the  front  end.  Research 

starts  with  T  cells 

The  best  part  is  that  the  entire  (immune-system 

process — from  tumor  isolation  to     cells  that  can 
.  .       .,  .  .         ,  "bad  guys")  iso- 

identifying  antigen  fragments  lated  from  parient 

for  vaccine  development — takes      tumors  and  incu- 

about  two  to  three  months.  bates, them  Wlth 

panels  of  tumor 

cell  lines  carrying 
different  antigens.  Those  tumor  cells  carrying  anti- 
gens recognized  by  the  T  cells  are  destroyed.  GZMO 
then  uses  its  genomics  tools  to  look  at  all  the  genes 
turned  on  in  each  tumor  line.  Tumor  genes  that  show 
up  only  in  those  tumor  lines  being  attacked  probably 
encode  antigens  that  target  the  tumor  for  destruction. 

Says  Maderis,  "This  takes  you  from  thousands 
of  genes  down  to  a  handful,  and  often  down  to  a 
single  gene,  very  quickly."  Each  tumor  antigen  can 
be  used  in  two  ways:  as  the  target  for  an  antibody 
that  will  destroy  it,  or  as  the  basis  for  a  vaccine. 

Cancer  cells  try  to  hide  from  the  immune  sys- 
tem, so  naturally  occurring  antigens  often  don't 
generate  a  response  that  will  protect  patients  from 


a  cancer  recurrence.  GZMO  scientists  use  a  h 
throughput  screening  process,  coupled  with  a  ] 
prietary  combinatorial  chemistry  library,  to  tid 
with  the  antigens  and  find  versions  that  kick-sta 
powerful  cancer-killing  response. 

The  best  part  is  that  the  entire  process — fi 
tumor  isolation  to  identifying  antigen  fragments 
vaccine  development — takes  about  two  to  tt 
months.  Tack  on  another  year  for  animal  stu> 
to  make  sure  the  vaccine  won't  cause  attack 
healthy  tissues.  In  12  to  18  months  GZMO  hi 
vaccine  candidate  that  reacts  to  tumor  antig 
ready  for  clinical  testing. 

GZMO  still  must  prove  that  this  will  genei 
commercially  and  clinically  successful  vaccines, 
things  are  moving  in  the  right  direction.  Startec 
1999,  the  Tumor  Antigen  Discover}'  Program  she 
have  its  first  vaccine  candidate  in  the  clinic  this  y 
The  company  has  about  10  target  antigens  so  far. 

GZMO's  antigen  discovery  technology  is  ess 
tially  a  powerful  form  of  functional  genom 
using  old-fashioned  biology  to  figure  out  where 
key  drug  targets  are  hiding.  All  the  fancy  compi 
algorithms  in  the  world  can't  replace  "wet  wa: 
Maderis  notes.  "We  have  married  biology  < 
genomics,  which  makes  the  genomics  more  rea< 
translatable  into  targets.  We  are  cherry-picking 
best,  most  relevant  genes  right  up  front." 

In  October  the  program  attracted  its  first 
partner,  Purdue  Pharma.  Purdue  gets  to  choose 
to  20  different  tumor  antigens  to  use  in  its  car 
program,  and  GZMO  gets  more  than  S21  mill 
in  committed  funding  and  up  to  $310  million 
milestone  payments. 

GZMO  stock  has  been  on  a  roller  coaster  si 
it  hit  the  public  market  in  1997,  but  Maderi: 
optimistic.  She  has  reason  to  be,  with  five  clini 
trials  under  way,  partners  clamoring  to  team 
S30  million  in  the  bank,  and  access  to  parent  G 
zyme  General's  checkbook.  "We  can  point  to  l 
accomplishments  now,"  Maderis  says.  "We  ci 
control  the  stock  market,  but  we  will  keep  creat 
real  value  and  eventually  get  recognition." 

Cynthia  Robbins-Roth  is  the  founding  partnei 
BtoVenture  Consultants  and  author  of  Fn 
Alchemy  to  IPO:  The  Business  of  Biotechnology 
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u  can  go  anywhere  in  the  world. 
Or  come  here  and  get  away  from  it. 


~T  elcome  toTrinchera,  the  Forbes  ranch  in  southern 
Colorado.  With  250  square  miles  of  mountains  and 
vs  to  inspire  you  to  recreate.  Or  relax  you  to  create, 
way  your  privacy  is  assured... as  is  your  satisfaction. 

i  provide  an  inspiring  experience  for  groups  up  to 
ir  executive  chef  prepares  gourmet  meals.  Our 
11  guide  you  in  seasonal  hunting,  fishing,  horseback 
skeet  shooting,  game  spotting,  mountain  biking 


and  hiking.  We  trust  you  will  be  able  to  find  and  enjoy  the 
three  14,000'  mountains  on  vour  own. 

You  can  go  other  places  if  you  want  to  settle  for  less.  Or 
vou  can  come  to  Trinchcra.  Where  an  entire  world  is 
waiting  for  vou. 

For  reservations  or  further  information  please  call 
719.379.3263 


)rbes 

T  A  LIST  TOOL 


Never  settle 


am  Grace 


During  the  long  confronta- 
tion between  Microsoft  and 
the  Department  of  Justice, 
the  shift  in  Bill  Gates'  public  image 
was  at  least  as  fascinating  as  the 
case  itself.  The  once  cuddly  capitalist, 
exposed  as  an  arrogant  if  nerdy 
nabob,  was  poised  to  become  a  tower- 
ing villain,  like  the  much-loathed 
robber  barons  of  a  century  ago. 
Alas,  from  a  dramatist's  point 
of  view,  the  transfiguration 
didn't  take.  It  wasn't  for  lack 
of  bad  behavior,  both  on  the 
part  of  the  company  and 
of  its  chairman.  But  given 
the  historic  chance  to  loom 
darkly  in  the  collective 
psyche,  Gates  couldn't  make 
the  grade.  He  started  off  all 
right,  archly  talking  down  to  the  petty 
fools  who  dared  question  his  right  to  do  whatever 
he  pleased.  But  then  he  grew  querulous  and  whiny, 
like  a  kid  threatening  to  take  his  ball  and  go  home. 
The  mantle  of  malice,  worn  with  such  memorable 
panache  by  men  from  Caligula  to  Khomeini, 
slipped  from  his  inadequate  shoulders.  Gates  may 
have  the  mind  of  a  Machiavelli  and  the  soul  of 
a  satrap,  but  when  it  comes  to  being  a  worthy 
assassino,  he's  a  day  late  and  a  dagger  short. 

Which  leads  me  to  a  current,  nagging  worry 
about  the  acute  shortage  of  high  tech  villains.  Not 
that  there  isn't  plenty  of  thuggery  in  a  business 
where,  for  all  its  talk  of  making  the  world  a  better 
place,  competition  is  just  as  cutthroat  as  it  was  in 
the  days  of  J. P.  Morgan  and  John  D.  Rockefeller. 
Nice  guys  are  just  as  likely  to  finish  last  in  the  New 
Economy  as  they  were  in  the  Old  Economy.  Yet 
technology  has  produced  no  archfiend  capable  of 
mesmerizing  the  public  as  did,  say,  Shakespeare's 
ruthless  hunchback,  Richard  III. 

Potential  contenders  do  exist.  Larry  Ellison,  the 
wizard  of  Oracle,  has  the  slightly  scary  looks  of  a 
B-movie  baddie,  and  he's  relentlessly  competitive,  a 
trait  that  can  take  a  reputable  business  leader  from 
Vlad  (the  Impaler)  to  worse  when  paranoia  sets 
in.  But  Ellison  tends  to  use  PR  spin  to  suppress 
his  misbehavior,  which  is  not  the  kind  of  arrogant 
self-celebration  we  expect  from  villains.  Steve  Jobs, 


a  certified  megalomaniac,  mig 
quite  nicely.  He's  known  to  fl 
tirades  when  dissatisfied,  h 
problem  taking  total  cred 
everything  Apple  has  achievec 
has  been  raised  to  the  level  o 
leader,  which  can  lead  to  all  m; 
of  abuse.  But  the  stature  of  bad 
depends  on  their  real  power  (C 
ula  was  capo  di  capi  of  Rome 
instance,  and  Khomeini  held  A 
can  hostages  for  the  most  c 
thumping  444  days  of  his 
The  company  Jobs  runs  hj 
most,  a  5%  share  of  the  comj 
market,  so  in  the  grand  sc 
of  things  he's  small.  T; 
imagine  him  at  s 
giant  torch-lit 
exhorting  thous 
of  lockstepping 
lowers  to  go  out 
smash  Windows, 
doesn't  work,  doe 
Go  on  down  the  line  of  tech  top  guns  and  you  \ 
find  any  who  look  right  in  a  black  hat.  Mi< 
Dell?  No  sale.  Carly  Fiorina?  If  she  rhymes 
rich,  I  haven't  heard  about  it.  Jeff  Bezos?  Oh,  pi 
So  why  does  this  dearth  of  Darth  Vaders 
ble  me?  It's  a  glamour  thing.  Without  vill 
heroes  can't  prove  themselves  —  no  dragor 
sainthood  for  George.  And  without  the  clas 
good  vs.  evil,  the  sagas  of  this  extraordin 
exciting  business  will  sag.  If  the  high  tech  hi 
chy  can't  produce  someone  magnetically  malic 
how  can  we  convince  people  that  the  digital  i 
lution  is,  at  the  very  least,  the  moral  equivale 
war?  As  Shakespeare  knew  well,  bad  guy; 
good  business. 

Gates'  failure  to  fill  a  villain's  hobnail  t 
may  finally  cost  him  after  all.  Bad  guys  do  noi 
may  investors  (remember  Gordon  Gekko's  "\ 
is  good"  speech  in  Wall  Street}).  The  loss  of  la 
than-life  scale  is  the  big  danger,  not  a  dark 
utation.  For  Gates  and  others  who  reject  the 
of  Dr.  Evil  by  giving  gobs  of  money  to  \ 
causes,  the  result  will  not  be  universal  love  1 
calamitous  loss  of  awe.  Then  they'll  just  be 
moneved  mortals. 
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S682  Gold  E  Trap 


Of  the  beauty 
of  what  we 
love  our  eyes 
do  not  read 
the  passing 
of  time.  Like 
the  artist 
who  creates 
and  the  poet 
who  dreams. 


HI  CCKLLATI  \\  VICIIKS 


lableal:  New  York,  Buccellati  Hi  E  .">7tl.  Street,  Bergdorf  Goodman  ;.".1  Fifth  toenue   Bevert)  Hills,  C  V  BucceUati9500WUshire  Blvd.    Greenwich,*  onnecticut,  Be  idge  Jewelers  117  Gr  wich  Ave, 
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Beach.  Florida 


.com 


She  Doesn't  Have  To  Know  It  Was  So  Easy  To  Buy. 

Mother's  Day  -  May  13th 


And  just  imagine  how  delighted  she'll  be  on  this  special  day  when  she  receives  the  rich,  delicious  gift  of  Godiva. 
To  order  a  gift  or  locate  a  Godiva  Boutique,  visit  us  online  at  www.GODIVA.com. 


New  York 

Fifth  Avenue 


Paris 


Rue  St.  Honore 


GODIVA 

Chocolatier 


Tokyo 
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Grand  Place 


He's  been  hailed  as  the  "Master  of  Me  riot"  by  Wine  Spectator  and  "Winemaker 
of  the  Year"  by  Quarterly  Review  of  Wines.  You  71  know  why  when  you  taste 
the  extraordinary  Big  Reds  of  St.  Francis.  The  results  speak  for  themselves: 
wines  so  rich  and  robust —  big  Cabernets,  big  Merlots.  big 
Zinfandels  —  they  add  a  savory,  new  course  to  any  meal. 


YOU     DON'T     NECESSARILY     have  to 

GET     AWAY    from    IT  ALL 

to     GET       AWAY      from     IT       ALL.      Some  people  call  it  an  oasis 
:  midst  of  Waikiki.  We  call  it  Halekulani.  Here,  you'll  find  all  the  excitement  of  vacationing  in  a  big  city  as  well  as 
anquility  of  staying  at  an  elegant  beachside  resort,    fust  outside  our  doors  you'll  find  everything  our  city  has  to 
the  finest  cuisine  in  Hawaii,  the  drama  of  Honolulu's  performing  arts,  even  the  excitement  of  discovering  Hawaiian 
)oms  and  Asian  antiques  in  Oahu's  most  unique  shops. 

Of  course,  once  you  retreat  to  Halekulani,  you'll  feel  as  if  you  are  miles  from  civilization.  With  our  legendary  orchid 
well-appointed  suites  with  private  balconies,  and  five  star  cuisine,  you  can  stay  with  us  for  days  without  ever  feeling 
city  is  nearby.  In  short,  no  other  resort  can  offer  the  tranquility  and  elegance  of  Halekulani  so  close  to  the  excitement 
likiki.  For  more  information,  please  contact  your  travel  planner  or  phone  800-367-2343.  www.halekulani.com 
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50  of  America's  Best 


From  doughnuts  to  Dreamland,  steaks  to  Steinways,  hammocks  to 
haute  couture,  here  is  FYI's  All-USA  First  Team, 

50  Number  One  reasons  to  celebrate  America  the  Bountiful  58 
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But  Enough  AbOUt  YOU  /  The  Hotel  Alarm  Clock:  A 
Brief  History  of  the  Room  Rooster. 

by  Christopher  Buckley  
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The  Golf  Bag  /  Moguls  and  celebrities  swear  that  Ireland's 
Old  Head  of  Kinsale  course  is  a  slice  of  Heaven — no 
wonder  the  locals  are  banging  on  the  pearly  gates. 
by  David  Monagan  37 
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fey  Goose  L'Orange 
1/2  oz.  Cointreau 

h  of  cranberry  juice 
A  squeeze  of  lime 

mish  with  lime  peel 
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To  make  the  best 

in  the  world, 
start  with  Grey  Goose  Vodka  UOrang&i 


Ill 


%ln  a  blind  taste  test,  the  Beverage  Testing  Institute 

Rank 

Vodka  Cosmopolitans 

Country 

iMK-  °f  Chicago  sampled  seven  Cosmopolitans,  each 

1st 

Grey  Goose  Vodka  L'Orange 

France 

made  with  a  recipe  of  Cointreau;  cranberry  juice, 
and  the  leading  premium  and  ultra-premium 
vodkas.  After  careful  consideration,  all  judges 

"Aromatic  citrus  nose.  Lush,  smooth 
mouth-feel.  Robust,  natural  orange 
flavors  . . .  Long  evolving  finish. 
Very  refreshing  and  highly  drinkable" 

chose  the  Cosmopolitan  made  with  Crey  Goose* 

2nd 

Grey  Goose'  Vodka 

France 

Vodka  I. 'Orange,  the  best  tasting  vodka  in  the 

3rd 

Belvedere 

Poland 

world  with  a  whisper  of  orange.  Imported  from 

4th 

Ketel  One 

Holland 

France,  L'Orange  is  a  blend  of  choice  grains  and 

5  th 

Stoliehnaya  Gold 

Russia 

naturally  filtered  mineral  water  infused  with  the 

6th 

Absolut 

Sweden 

osevodka.com   sweetness  of  succulent  oranges. 

7th 

Absolut  Alandrin 

Sweden 
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ISING  TO  THE  TOP  IS  OUR  PRIORITY  TOO. 


Convenience  and  comfort  coupled  with  an  innate  sense  of  luxury: 
The  Towers  at  The  New  York  Palace.  Private  lobby  and  elevators, 
a  personal,  multi-lingual  maitre  d'etace.  a  staff  trained  to  respond  to  the  needs 
and  pace  of  doing  business.  in-room  dining  prepared  by  le  clrque  2000  or  sushisay. 
Your  pleasure,  your  preferences  are  paramount  Reserve  with 
your  travel  planner  or  call  1-800-palace  t. 


N  E  W  X  Y  O  R.  K- 


THE    TOWERS  <vMp>#>» 

455  Madison  Avenue  at  50th  Street  New  York,  New  York  10022 
www  newyorkpalace.com 
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]  .800.CHOPARD  •  www.chopard.com 


THE 
PROMOTION 


A  NEW  TITLE. 
A  BIGGER  PAYCHECK. 
EASIER  TIMES  AHEAD. 

WAS  IT  JUST  FOR  MEN®? 


Enriches  hair  with  vitamins. 

Brings  back  a  thicker,  healthier, 
natural  look. 

Rejuvenates  hair. 

Who  knows... 
just  might  rejuvenate  your  career. 


Shampoos  away  gray  hair 
in  5  easy  minutes. 


MORE  THAN  A 
HAIRCOLOR. 


IT'S  THE 
REJUVENATOR. 


Learn  more  at 
www.justformen.com 


|HpBH|H    ■      PHHH    "Everyone  has  a  plan  until  they  get  hit." 

MIKE  TYSON 

/Y  e 


AIR  BALL! 


IF  THERE'S  ONE  CHILDHOOD  ORDEAL 
that  Americans  of  all  ages  can  relate  to,  it's 
the  search  for  those  elusive  needles  needed 
to  inflate  basketballs.  Fortunately,  new 
technology  ensures  that  future  generations 
will  be  spared  the  search  altogether. 
Spalding's  Infusion  has  a  pump  built  into 
it.  Duh.  Why  didn't  somebody  think 
of  that  before?  The  Infusion  is 
sold  in  sporting  goods  stores 
everywhere,  www.spalding.com. 


Library  Science 

FAVORITE  BOOKS,  LIKE  FRIENDSHIPS, 
must  be  kept  in  good  repair.  Betsy 
Palmer  Eldridge,  president  of  the 
Guild  of  Book  Workers,  notes  that 
it's  typical  to  invest  10%  of  a 
rare  book's  value  in  its  conservation. 
The  Estelle  Ellis'  Booklover's 
Repair  Kit  (Alfred  A.  Knopf,  $125) 
is  one  place  to  start.  This  introductory 
kit  provides  step-by-step  instructions 
along  with  a  few  of  the  materials 
one  needs  to  repair  battered, 
torn  and  smudged  books  at  home. 
Flattening  wrinkles,  repairing 


spines  and  reinforcing  loose 

become  enjoyable  tasks  as  you 
familiarize  yourself  with  tools  such 
as  bone  folders,  bamboo  brushes 
and  bull  dog  clamps. 

Soon  you  will  begin  to  notice 
all  kinds  of  imperfections  in  your 
library — and  those  of  your  friends. 
Simple  preventative  measures 
can  greatly  extend  a  book's  life: 
Never  angle  a  book  on  a  shelf, 
for  example,  warns  Eldridge, 
as  the  stress  may  deform  the  spine 
and  joints.  Bookbinders  can  also 
make  inexpensive  slipcases  and 
protective  clamshell  boxes.  Acid- 
free  storage  boxes  and  polyester 
book  covers  are  easily  obtainable. 

At  the  higher  end  of  the  con- 
servation profession,  you  enter  a 
labyrinthine  realm  of  book  preserv- 
atives, deacidifiers  and  chemical 
analysis  of  paper.  It  opens  a 
new  world,  not  just  of  conservation, 
but  of  book  collecting,  too.  The 
American  Institute  for  Conservation 
of  Historic  and  Artistic  Works 
(202-452-9545)  can  provide  a 
list  of  qualified  professionals 
inyourarea.  —GEORGE  HERRICI 


20  FORBES  FYI 


Port  for  a  (Summer)  Storm 

ADMIT  IT:  YOU  DIDN'T  KNOW  THERE  WAS  WHITE  PORT. 
That  may  be  because  you've  never  spent  a  summer  panting  like  a 
rented  donkey  in  the  parched  mountains  of  the  Douro  Valley.  Those 
who  have — the  sturdy  Brits  and  Portuguese  who  grow  port  wine 
grapes — understand  the  appeal  of  a  cold  aperitif  combining  the  tex- 
ture of  velvet  with  a  snootful  of  melon  and  summer  flowers.  Though 
we  don't  see  the  full  range  here,  back  in  the  Old  Country  white  port 
comes  in  a  variety  of  styles,  from  light  and  just  off-dry,  to  golden  and 
honeyed.  Taylor  Fladgate's  "Chip  Dry"  ($18)  is  the  former,  a  per- 
fumed drink  with  a  refreshing  crispness.  For  something  a  step  closer 
to  the  richer  end  of  the  scale,  try  Ramos-Pinto's  "Lagrima"  ($14.50). 
Unlike  the  bold-flavored  red  stuff,  these  white  ports  are  amenable  to 
enhancement:  Add  ice  cubes,  tonic  or  seltzer,  and  a  twist  of  orange 
or  lemon  peel,  and  take  your  guests  someplace  they've  never  been. 


KOKUKSFYI  21 


FYEye 


Slender  Threads 

CASHMERE  ISN'T  AN  OBVIOUS  CHOICE  FOR  SUMMER.  YET 
think  how  much  time  you  spend  in  air-conditioned  spaces,  your  teeth 
chattering  in  an  office  or  on  a  plane  while  it's  hot  as  blazes  outside. 
The  solution?  Superfine  cashmere,  which  is  light  enough  for  all  but 
the  stickiest  days,  yet  warm  and  comfortable  indoors.  And  no  one 
makes  cashmere  finer  than  Italian  knitwear  company  Avon  Celli, 
whose  self-proclaimed  "lightest  sweater  in  the  world"  (shown  here) 
is  woven  on  vintage  36-gauge  looms,  originally  built  to  produce  silk 
stockings.  Along  with  its  cashmeres,  the  company  also  makes  knits  in 
cotton,  silk  and  an  unusual,  heat-deflecting  ceramic  yarn.  All  to  help 
you  keep  your  cool  in  the  freezing  heat  of  summer.  Superfine  cashmere 
sweater,  $625,  by  Avon  Celli,  at  Scott  Hill,  Los  Angeles;  Louis,  Boston; 
Richards  and  Mitchells,  Westport,  CT;  and  select  Neiman  Marcus  stores. 


Explore  your 
inner  shipwright 


THERE'S  NO  BETTER  MESSING 
about  than  messing  about  in  a  boat 
you've  built  yourself.  Chesapeake 
Light  Craft  has  a  veritable  fleet 
of  small  vessels  available  in  kit  form 
for  aspiring  shipwrights.  Among 
its  27  designs  are  single,  double 
and  triple  kayaks;  skiffs,  prams, 
wherries  and  shells  for  rowing;  and 
even  a  few  sailboats,  including 
John's  Sharpie,  an  18',  two-masted 
day-sailer  that  can  handle  ocean 
swells.  "You  don't  need  brains 
so  much  as  patience  to  put  them 
together,"  says  John  Harris,  CLC's 
former  shop  manager  who  took  over 
the  Annapolis,  Maryland-based 
company  last  year.  Kits  come  with 
epoxy,  fiberglass,  hardware,  precut 
marine  plywood  parts  and,  of 
course,  plans.  Customers  supply 
their  own  finishes  and  time. 

CLC  does  about  70%  of  its 
business  in  kayaks.  The  North  Bay 
($699),  an  18  1/2-foot  Greenland- 
style  day-paddler,  shown  here, 
takes  about  80  hours  from  crate  to 
water.  The  Sassafras  16  ($829), 
a  two-person  canoe  with  lapstrake 
planking,  mahogany  trim  and  sapele 
decks,  also  takes  about  80  hours. 
Expect  to  invest  around  200  hours  in 
a  John's  Sharpie  ($2,000).  Kits 
from  $550  to  $2,000;  Chesapeake 


THE  PRINCIPLES  OF 
AVIATION 

In  the  demanding  world  of  aero- 
nautics, every  single  component 
must  be  officially  approved  and 
certified.  We  apply  the  same 
principle  to  the  manufacturing  of 
our  wrist  instruments. 
All  our  movements  are  certified 
by  the  Swiss  Official  Chronometer 
Testing  Institute  (COSC),  the  ulti- 
mate reference  in  terms  of  preci- 
sion and  reliability  And  every 
detail  of  our  watches  is  designed 
for  intensive  use. 
One  simply  does  not  become  an 
aviation  supplier  by  chance. 


PTHE  essence  of 

BREITLING 

Chrono  Avenger.  Selfwinding 
chronograph.  Distinguished  by 
its  unfailing  reliability,  this 
paragon  of  sturdiness  and  effi- 
ciency comes  with  a  titanium  case 
water-resistant  to  300  meters 
(1,000  ft). 


The  Ultimate  Home  On  Earth  Is  On  Water 


THE  WORLD 

of  ResidenSea„ 
Travel  the  World  Without  Leaving  Home. 


Five  lavish  floorplans  •  Interiors  by  acclaimed  designers 
Residences  range  in  size  from  1,1 14  to  3,200  sq  ft  (103.5  to  298  sq  m) 
Only  110  discerning  home  owners  •  Extended  stays  in  exotic  ports 
World-class  dining  •  24-hour  concierge  •  Clinique  La  Prairie  Spa 
75%  of  residences  sold  or  reserved 


Coming  December  2001 

Call  today  or  visit  our  website  at  www.  residensea.  com  Residences  starting  from  $2, 000, 000 

MIAMI  -  Tel:  305  264  9090  ♦  Fax:  305  264  5090  OSLO  -  Tel:  +47  22  500  800  •  Fax:  +47  22  520  500 

NEW  YORK  ■  Tel:  +1  212  332  1660  •  Fax:  +1  212  332  1663  LONDON  -  Tel:  +44  20  7408  5520  •  Fax:  +44  20  7408  5501 

Residence  depicted  designed  by  JP  Molyneux  Studio 

The  purchase  of  a  Residence  is  subject  to  an  exemption  or  exclusion  from  or  qualification  under  securities  registration 
laws  and  the  terms  and  conditions  of  the  applicable  sales  agreements.  Void  where  prohibited  by  law. 


Orchiphilia 


The  ancient  Greeks  believed  that  or- 
chids drove  satyrs  into  a  sexual  frenzy. 
Victorian  ladies  were  discouraged  from  handling  them  because  of 
their  suggestive  shapes.  They  are  probably  the  longest-living  flower 
you  can  give,  and  the  Chinese  believe  they  will  bring  many  children. 

Hybridization  and  cloning  have  led  to  an  abundance  of  orchids — 
miles  of  them  are  for  sale  at  Kmart — but  for  the  true  collector  there 
are  still  rare  and  exotic  blooms  to  be  had.  Acquiring  a  premier  spec- 
imen is  a  bit  like  buying  a  horse  or  dog:  You  pay  for  good  breed- 
ing lines.  An  award-winning  Ascocenda  Fuchs  Royal  Dragon 
'Indigo'  FCC/AOS,  for  example,  can  cost  up  to  $10,000. 
The  place  to  find  one  is  at  R.  F.  Orchids  in  Homestead, 
Florida.  Its  shade  houses  are  packed  with  dazzling  orchids 
(including  the  Vanda  Fuchs  Delight,  pictured  above);  th 
melange  of  colors,  shapes,  sizes  and  scents  is  mind-boggling. 
A  visit  there  produced  a  distinct  serotonin  rush  followed  by 
acute  covetousness.  It  is  virtually  impossible  to  know  every  type 
of  orchid — and  therein  lies  the  allure,  baby.  R.  F.  Orchids,  28100  ^ 
SW  182nd  Avenue,  Homestead,  FL,  jjojo-1804;  (joj)  245-4570,  fax 
(joj)  247-6568,  www.rforchids.com.  — EUGENIA  BONE 
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Somethin: 

Wonrterfn 


When  Anna  Leonowens  dined  with 
the  King  of  Siam,  she  ate  from  ex- 
clusive royal  porcelain  called 
Bencharong.  Starting  late  in  the 
Ayuthaya  period  (around  the  18th 
century),  rice  bowls,  pedestal 
plates,  cups,  even  small  spittoons 
were  shaped  to  order  and  fired  in 
China,  sent  to  Siam  to  be  hand- 
painted  and  back  to  China  again  for 
final  firing.  The  characteristics: 
bright  colors;  symmetrical  designs 
of  flowers  and  mythological  figures, 
such  as  the  half-man,  half-bird 
Geruda  (the  imperial  emblem),  and 
accents  of  12k  or  18k  gold.  Thai 
manufacturers  now  copy  old  de- 
signs and  also  produce  modern  ser- 
vices; the  best  creations,  such  as 
coffee  or  tea  sets,  still  take  months 
to  make,  paint  and  fire  by  hand. 
Thanks  to  a  favorable  exchange  rate 
(about  40  baht  to  the  dollar), 
Bencharong's  a  true  bargain. 
Bencharong  is  available  in  the  U.S. 
at  My  Imports;  (800)  460-8921. 

—  KIT  SNEDAKER 
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Gene  Pool  

YES,  IT'S  A  LITTLE  BIT  SILLY— BUT, 
like  many  things  Gallic,  that's  an 
element  of  its  charm.  Vilbrequin,  a 
30-year-old  swimwear  company  from 
Saint-Tropez,  promotes  and  sells 
(faster  than  it  can  restock)  matching 
bathing  trunks  for  dads  and  lads. 
And  while  the  child-free  are  welcome, 
all  should  beware.  The  overwhelming 
colors  and  prints  in  a  Vilbrequin 
shop  can  bring  on  pangs  of  nostalgia 
for  the  shore.  Before  you  know  it, 
you're  planning  a  two-week  vacation 
in  the  south  of  France.  Whether  or 
not  you  take  the  kids  is  entirely  up  to 
you.  Cotton  swim  trunks,  $110 
and  $56,  at  Vilbrequin,  New  York, 
Southampton,  and  Palm  Beach. 


Laps  in  Luxury 

If  you  can  still  remember  the  1960s,  you  may  re- 
call the  name  de  Tomaso  Mangusta.  No,  it  is 
not  the  gentleman  you  hired  to  rough  up  your 
daughter's  fiance.  It  was  a  futuristic,  230  hp  Italian 
sports  coupe  that  disappeared  from  the  market  after 
unsuccessfully  challenging  the  Shelby  Cobra  in 
America.  Now,  four  decades  later,  the  Mangusta  is 
back,  this  time  in  the  form  of  a  320  hp,  $72,500 


roadster  that  still  epitomizes  Italian  elegance  and 
style.  Built  in  Italy  by  the  Qyale  brothers  of  San 
Francisco — they  bought  out  old  Alejandro  de 
Tomaso — the  Mangusta  has  a  Ford  powered  V8 
that  tops  out  at  around  160  mph.The  snug  interior 
is  swimming  in  lush  leather,  and  the  three-position 
top  allows  the  Mangusta  to  pose  as  a  coupe,  a  targa 
or  a  true  convertible,  www.qvaleauto.com. 


PRINCE- 
PREFERRED 
PROGRAM 

30%  OFF 

lar  rates  . 


Guest  must  te<3LesT  PP3oei  time  j+bcolur.g 

and  present  Pnrr.e  Pieferred  Cand  udo" 
check-in.  Complimentary  o^o^*  c;.'1;  include 
local,  toll  free  and  cedit  card  access  calls  3nty  . 
Not  valid  with  any  special  rates,  promotion'; 

or  discounts.  Subject  *o  avaitabi'i^v  a«*d 
some  restrictions.  Valid  4/1/01  to  7/31/01. 


PrincePreferred.com 


When  you  join  our  Prince  Preferred 
program,  you  experience  all  the  lufl 
of  Prince  Resorts  Hawaii  at  30%  off. 
regular  rates.  You  also  receive  all 

kinds  of  extra  services  and  amenitf 
including  complimentary  phone  cal 
and  preferred  golf  tee  times.  Plus,  w 
loyalty  really  counts-the  more  you  J 
the  more  privileges  you  get! 

To  learn  more,  \  isitfcur  website,  an<j 
call  1-800-PRINCE-4, 


RESORTS  HAWAII- 


Mauna  Kea  beach  hotel  hapuna  beach  prince  hotel  Maui  Prince  hotel  Hawaii  prince  hotel  wai 


INLAND  Of  HAWAII 


ISLAND  OF  HAWAII 


MAKENA  RESORT 


AND  GOLF  CLUB 


r,:v  St  . 


R/~\VFC*1H  T  lto   Borrelli,  already  known  for  making  the 
LJKJl  I  Clll  LilLC   world's  finest  dress  shirts,  is  looking 
to  occupy  more  of  your  closet.  Not  only  has  the  Neapolitan  company 
recently  begun  producing  tailored  suits,  sport  coats  and  trousers 
(think  English  classics  filtered  through  an  Italian  sensibility),  but 
it  also  offers  more  casual  fare:  brightly  colored  corduroy  pants; 
cashmere  sweatshirts;  and,  shown  here,  the  ultimate  denim  shirt 
(which  can  be  ordered  with  the  topstitching  sewn  in  orange,  lilac, 
pink,  green  or  red  thread).  There's  also  a  new  showcase  for  the 
goods,  a  chic  sliver  of  a  store,  at  16  East  6oth  Street  in  New  York. 
It's  a  must-see  for  the  sartorialfy  obsessed,  whether  you're  dressing 
up,  or  down.  Cotton  shirt,  $J40,  at  Borrelli,  New  York;  (212)  644-9610. 


iiHiiviiMiiiiii»"JikTiM^krdim 

INTRODUCING  THE  WORLD'S  FIRST  BIODEGRADABLE  GOLF  BALL  DESIGNED 
to  be  whacked  into  water.  It's  made  from  bits  of  skin  and  bone  left  over 
from  meat-packing  plants — just  like  Hartz  dog  bones — and  held  together  by 
collagen,  the  fibrous  animal  proteins  also  used  for  lip-enhancing  cosmetic 
surgery.  In  other  words,  it's  fish  food.  The  Eco  golf  ball  is  slightly  smaller  than 
a  conventional  ball,  but  it  will  travel  about  85%  the  distance  of  your  usual 
drive.  So  far,  the  biggest  fans  are  workers  on 
offshore  oil  rigs  and  a  naval  commander 
who  smacks  them  off  the  deck  of 
the  U.S.S.  Seattle.  24  Eco  Golf 
Balls:  $19.20;  144:  $100;  (888) 
326-3003,  www.ecogolf.com. 
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Catchy 
Name  (Smells 
Good,  Too) 


ONCE,  LONG  AGO,  THERE  WERE 
two  men  named  Malcolm  Forbes. 
One  became  a  fairly  well-known 
American  publisher,  the  other 
the  laird  of  Castle  Forbes  in 
Aberdeenshire,  Scotland,  holder 
of  the  title  The  Master  of  Forbes 
and,  eventually,  a  perfumer. 
Recently  the  clan  members  were 
reunited  when  the  line  of  fragrances 
from  Castle  Forbes  joined  our 
own  Forbes  collection  of  licensed 
luxury  goods  in  New  York.  All  of  the 
potpourris,  bath  and  body  oils, 
and  fragrances,  for  both  men  and 
women,  evoke  the  scent  of  the 
Scottish  Highlands.  Can  ye  no  smell 
the  broom?  www.castleforbes.co.uk. 


Pierce 

Brosnan's  Choice 


Seamaster  GMT 

Automatic  chronometer. 
Water-resistant  to  300m/1000ft. 


OMEGA 

www.omegawatches.com 


Ckssic  DEsiqNS 

FiiNE  JeweIers 

2213  Glendale  Gallena  ~  Glendale,  CA  91210 
Tel:  (818)  546-2919  -  Fax:(818)  546-1002 


BUT  ENOUGH  ABOUT  YOU 


History  of  the 
Hotel  Alarm  Clock 

olume  IV:  Ancient  Egypt  to  1980s  America 

By  Christopher  Bu 

J40B.C— The  desk  clerk  of  the  Luxor  Suites  Hotel 
ils  to  waken  Alexandrian  grain  merchant  Memhotep,  who  is 
insequently  tardy  for  his  important  meeting  with  Rekmos, 
band  vizier  to  Pharaoh  Thott  III.  The  fastidious  Rekmos 
impresses  his  displeasure  by  forcing  Memhotep  to  eat  dung 
ietles  while  being  suspended  upside  down  over  a  pool  of  Nile 
i-ocodiles.  Memhotep  twitches  for  the  rest  of  his  life  and 
chibits  a  morbid  fear  of  dung  beetles.  On  his  deathbed,  he 
mtinually  asks  the  time.  His  son  Shephotep  ("The  Punctual") 
mtinues  in  the  family  trade,  taking  with  him  on  business  trips 
iged  roosters  to  wake  him  up.  Innkeepers  take  note  and  begin 
fering  rooms  with  caged  bedside  cocks  at  premium  prices. 
12  B.C. — The  Emperor  Shi  Tzu  tasks  his  court  with  devising 
:  means  of  waking  him  one  hour  before  sunrise  while  he 
avels  from  palace  to  palace,  so  that  he  may  use  the  facilities 
ifore  his  600  concubines.  For  the  next  23  years,  an  estimated 
.,000  engineers  labor  to  invent  a  fail-proof  emperor-waking 
istrument,  but  fail,  despite  impressive  contemporaneous 
Ivances  in  the  fields  of  astronomy,  mathematics,  medicine 
id  wonton,  in  the  process  bankrupting  the  imperial  treasury 
id  encouraging  invasion  by  Mongolian  warlords,  who  look 
Don  Shi  Tzu's  obsession  as  a  sign  that  he  is  "wufen  nuxi" 
one  brick  shy  of  a  load").  The  Great  Waking-Up  ensues, 
'ecipitating  decades  of  unrest. 

)7  A.D. — Timex,  a  Greek  slave  in  the  household  of  Roman 
meral  Drusus  Pertinax  Nervus,  is  tasked  by  his  master  with 
^vising  a  foolproof  means  of  waking  him  during  the  ill-fated  Fourth 
ermanic  Campaign  before  howling  Allemani  tribesmen  do  it  by  crushing  his 
:ull.  Timex  experiments  with  candles  placed  on  the  heads  of  goats  and  sheep, 
it  abandons  the  scheme  when  animal  rights  advocates  complain  to  the 
nperor  in  Rome.  Instead,  he  puts  the  candles  on  top  of  beehives.  The  bees 
icome  annoyed  when  the  flame  burns  down  to  their  abode,  which  encourages 
.em  to  sting  the  sound-sleeping  general,  thus  rousing  him  from  his  slumbers, 
contemporary  account  of  the  death  of  Nervus  ("swatting  and  scratching  hirn- 
lf,  howling  mightily  for  mud  packs  and  cursing  his  servant" — Livy)  persuades 
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historians  that  he  died  of  anaphy- 
lactic shock.  The  method  catches 
on  throughout  the  Roman  empire, 
making  Timex — who  at  Nervus's 
command  was  placed  alive  on  his 
master's  funeral  pyre — originator  of 
the  buzzing-type  alarm  now  preva- 
lent in  hotels  throughout  the  world. 
500-875  A.D. — Irish  monks  intro- 
duce the  concept  of  the  alarm 
clock  during  their  mission- 
ary travels  through  heathen 
Europe,  banging  spoons  on 
pots  over  their  heads  every 
morning  precisely  at  5:45 
a.m.,  while  simultaneously 
shouting  biblical  passages  in 
Greek  and  Latin.  The  monks 
are  able  to  reckon  the  time 
accurately  by  the  morning 
steam  rising  off  cow  pies. 
This  practice  of  "rude  awake- 
ning" (exsomnolentia  moles- 
tias)  is  not  broadly  popular 
among  their  converts  and 
results  in  a  number  of  on- 
the-spot  martyrdoms. 
1065 — The  first  Norman  con- 
quest fails  when  Norway's 
Harald  Hardraade,  who  is  to 
join  forces  with  Tostig  of 
Northumbria  and  William  of 
Normandy  against  Harold  II 
of  England,  sleeps  through 
his  primitive  alarm  at  the 
Stavanger  Odin  Inn.  Harald 


involved  with  the  invasion.  Under 
pressure  from  Tostig  and  William, 
who  are  anxious  to  get  on  with  the 
Norman  conquest,  Harald  backs  off 
his  threat  to  pursue  the  matter  in 
the  courts,  but  he  remains  rancorous, 
and  at  the  victory  celebration  in 
Hastings  one  year  later,  beheads  two 
Norman  knights  who  tease  him  by 


Irish  monks  introduced  the  concept  of  the 
alarm  clock  during  their  missionary 
travels  through  heathen  Europe,  banging 
spoons  on  pots  over  their  heads  every 
morning  precisely  at  5:45  a.m.  


dismembers  the  staff  and  threatens 
to  decapitate  Odin  Group  Chairman 
Ragnar  Mintpillow.  Mintpillow  sends 
Harald  a  written  apology  but  gently 
suggests  that  Harald  was  "pig-drunk" 
on  honey  wine  and  "would  not  have 
woken  up  if  Thor  himself  had  tat- 
tooed the  theme  from  Pippi  Long- 
stocking  on  [Harald's]  forehead  with 
walrus  tusks" — and  cc's  everyone 


calling  him  Harald  Haardetowakeup. 
1791— Louis  XVI,  fleeing  the  Revo- 
lution with  his  family,  stops  at  an  inn 
in  the  town  of  Varennes-en-Argonne. 
His  chamberlain  urges  the  monarch 
to  press  on,  but  the  King  insists  that 
he  is  so  hungry  he  could  eat  a  horse 
( "cheval")  and  orders  an  eight-course 
meal  that  causes  him  to  fall  asleep. 
He  sets  the  alarm  clock  in  his  room  to 


wake  him  at  "V  (Latin  for  five),  b| 
neglects  to  wind  it,  since  as  King  hej 
accustomed  to  other  people  do\\ 
that  for  him.  He  is  arrested  at  Vxx 
1919 — President  Woodrow  Wilsoj 
staying  at  the  Crillon  Hotel  in  PaJ 
for  the  Versailles  Peace  Confereno 
sets  his  bedside  alarm  clock  to  wa 
him  in  time  for  his  speech  at  tl 
opening  session.  But  a) 
archo-syndicalists,  hopii 
to  sabotage  the  confereni 
and  precipitate  Wori 
War  II,  sneak  into  tl 
President's  suite  and  d| 
press  the  "Alarm"  buttfl 
so  that  it  will  not  go  oj 
Wilson  sleeps  until  la) 
morning,  when  mai< 
force  open  the  door  an 
vehemently  demand 
change  his  sheets.  Wilso 
returns  to  the  U.S.  and  hi 
a  stroke.  Fourteen  yea| 
later,  Hitler  rises  to  powi 
on  a  platform  of  rearmi 
ment,  Aryanism  and  hot 
alarm  clocks  that  wi 
"make  the  world  tremble 

1927—  The  Waldod 
Astoria  Hotel  in  Ne 
York  installs  electric  alan 
clocks  in  every  room.  Ju2 
Trippe  inaugurates  Ps 
American  World  Airway 

1928—  Pan  America) 
World  Airways  nearly  goes  under 
vast  numbers  of  passengers  staying 
the  Waldorf  =Astoria  fail  to  show  i 
on  time  for  their  flights.  Presidei 
Coolidge  asks  Congress  to  appropr 
ate  money  for  the  development  of 
reliable  hotel  alarm  clock  that  can  t 
operated  by  an  "average  America 
simpleton."  The  effort  fails. 

1957 — The  Soviet  Union  launchi 
Sputnik.  President  Eisenhower 
handed  top-secret  CIA  repo 
revealing  that  Sputnik's  real  missio 
is  to  jam  electric  hotel  alarm  clocl 
so  that  American  businessmen  wi 
sleep  through  important  meeting 
thereby  giving  Russians  the  edge  i 
competing  for  hydroelectric,  tractoi 
building  and  steroid-manufacturin 


32  FORBKSFYI 


where  tke  treasures  of  trie  Mediterranean  and  Northern  Europe  unfold  before  you  from  a  Veranda  Suite  aboard  a  resplendent  snip. 

Consider  yourself  at  home  among  luxuries  reminiscent  of  a  seaside  resort,  with  a  generous  staff  to  cradle  you  in  warmth 
and  welcome.  All-inclusive  fares  ensure  virtually  every  detail  is  cared  for  in  advance  —  roundtrip  airfare, 
pre-cruise  deluxe  hotel  accommodations  on  most  voyages,  porterage  and  port  charges  ...  even  such  extras 
as  Moet  &  Chandon  champagne,  an  extensive  selection  of  fine  wines  and  spirits,  and  all  gratuities. 

Its  an  extraordinary  vacation  experience  regarded  as  Worlds  Best  by  travel  associations, 

prestigious  publications  and,  most  nc  )tably,  our  guests. 

Tod  iscover  Silverseas  Europe,  please  consult  your  travel  professional.  For  more  information  on  our 
innovative  global  itineraries,  visit  us  online  at  www.silversea.com  or  call  toll-free, 

877-725-(")5()6  for  a  complimentary  brochure. 


^SILVHRSHA 

WoruV>  Best 

C  onJc  Nasi  I  ravefer 

1996  -  1997  •  1998  •  1999  •  2000 

Travel*  Leisure  1997  '  1998  •  2000 


terranean 


Nortl 


lem  burope 


New  England  I  lie  Caribbean 

lie  Colonial  Coast  Panama  Canal 


ilh  \ 


OUtn  America 


File  Far  East  & 
South  Pacific 


Africa  & 
lie  Indian  Oc 


character 

revealed. 


on 


the  f  a  i  r  w  a  y  s 

today,  perhaps 

a  boardroom 


tomorrow. 


contracts.  Congress  steps  up  the  pace 
of  hotel  alarm  clock  R&JD. 
1961 — President  Kennedy  vows  to 
"put  a  functioning  alarm  clock,  on  the 
moon  so  that  our  astronauts  will  know 
when  it  is  time  to  return  to  earth." 
1972— The  Hilton  Hotel  chain 
installs  "easy-to-use"  AM/FM  clock 
radios  in  their  rooms.  Cumbersome, 
boxy,  hard-to-use  and  in  some  cases 
radioactive,  they  malfunction  and, 
no  matter  what  music  station  they 
are  programmed  to  play, 
jolt  guests  awake  in  the 
middle  of  the  night  with  a 
fierce  buzzing  that  causes 
them  to  dream  that  they  are 
being  electrocuted  and  to 
wet  their  beds. 
1974 — The  Confraternite 
Internationale  des  Hoteliers 
commissions  master  Swiss 
watchmaker  Dieter  Zeitz 
to  design  a  hotel  alarm 
clock  so  simple  that  it  can 
be  programmed  "even  by 
drugged  rock  'n'  roll  mus- 
icians in  the  dark."  Zeitz 
produces  the  Dum-Klock 
(later  renamed  EZ  Clock). 
It  is  a  triumph  of  simplicity, 
but  still  requires  the  user 
to  distinguish  between  "am," 
"pm"  and  "FM,"  result- 
ing in  a  failure  rate  of  67%. 
Despondent,  Zeitz  pens  a 
scathing  indictment  of  human  intel- 
ligence and  gives  up  clock- making 
for  the  study  of  eugenics. 
1984 — Hotels  worldwide  introduce 
the  digital  alarm  clock.  Slightly  more 
complicated  than  its  analog  pre- 
decessor, it  features  a  "Snooze"  but- 
ton. It  is  hailed  as  a  breakthrough, 
but  unless  it  is  precisely  deployed 
in  combination  with  the  "Music," 
"Sleep,"  "GMT  Synch.,"  "ELEV."  and 
"LAT/LONG"  switches,  it  causes  the 
alarm  to  go  off  every  five  minutes 
starting  at  2:30  a.m.  Because  of  the 
high  number  of  smashed  alarm  clocks, 
an  impact-resistant  titanium  outer 
shell  is  subsequently  added,  along 
with  V2-inch  bulletproof  plastic 
facing  and  backup  battery-operated 


power  plant.  The  clocks  are  the 
heat-mounted  on  the  bedside  table: 
which  in  turn  are  bolted  to  the  floo 
making  it  necessary  for  guests  want 
ing  to  silence  the  clocks  to  smas 
them  repeatedly  with  the  steam  iro 
or  toilet  seat. 

1986 — To  stem  the  flood  of  request 
for  wake-up  calls  resulting  fror 
the  introduction  of  the  digital  alarr 
clocks,  hotels  install  "Wake  Un 
buttons  on  the  room  telephoned 


The  buttons  are  not  connected  t 
the  switchboard,  but  to  a  i6-minute| 
long  recording  of  a  ringing  tele 
phone,  followed  by  a  recorded 
announcement  that  the  hotel  ha) 
been  hit  by  an  earthquake.  The  sys 
tern  is  designed  to  encourage  guest) 
to  return  to  studying  the  23-pagj 
alarm  clock  user's  manual  chained 
to  the  clock,  entitled,  "Please  t 
Pushing  the  Ante-Meridien  Func 
tion/Preference  Switch,  Whill 
Bewaring  of  Electrical  Shock!"  aj 
well  as  the  Malay-English  Dictionary 
of  Technical  Terms,  provided  foi 
guests  attempting  to  program  thei 
clocks  to  wake  them  with  soft  clasi 
sical  FM  music  within  one  quarts 
hour  of  the  desired  rising  time.  • 
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jish  Golf's 
Troubled  Paradise 

lyth  and  madness  on  the  stunning  fairways  of  the  Old  Head  of  Kinsale 

By  David  Monagan 


ncient  Ireland  was  said  to  be  full  of  shape-shifting,  a 
iagic  world  where  things  constantly  transformed  themselves — escaping 
lieftains  turned  themselves  into  eagles  then  divine  salmon,  as  confusion 
)read.  Now  the  Celtic  Tiger  is  prowling,  and  the  whole  country  is  changing 
lapes  again,  with  the  thatch  and  donkeys  of  former  days  all  but  vanished, 

d  ever-increasing  numbers  of  wild,  ancient  places  reimagined  as  the  latest 
;rsions  of  golf  heaven. 

For  those  in  search  of  the 
nique,  few  courses  any- 
here  can  compete  with  the 
agnificence  of  the  Old 
ead  of  Kinsale — a  four- 
:ar-old,  7,100-yard,  par-72 
ctravaganza  that  will  have 
m  slamming  past  ancient 
lins  and  putting  beside  sea 
iffs  sheer  enough  to  make 
mountain  goat  whimper, 
ut  talking  about  par  on  this 
/est  Cork  peninsula,  this 
lelf  of  land  that  spreads 
s  flying-fish  wings  out 
to  one  of  the  most  storied 
retches  of  ocean  in  the 
orld,  is  in  some  ways  irrel- 
rant.  The  place  stirs  feel- 
gs  that  cannot  be  summed 
)  on  a  scorecard,  mixing  inexpressible  beauty  and  a  legacy  of  bitter  contention.    Cue  the  Spanish  Armada— 

You  get  a  feeling  for  both  the  moment  you  approach  the  entrance.  The    The  sheltered  glen  on  the 
11     r  1         j-     1       1  j    -4.U  u  -u~j  Old  Head's  par-3  16th  hole 

icient  walls  of  the  medieval  castle  there  are  crowned  with  barbed  wire 

id  manned  by  constant  guards,  to  the  fury  of  any  number  of  Cork  natives 

ho  for  generations  have  freely  walked  and  fished  the  headland.  They're 

ot  wanted  now,  nor  apparently  are  local  golfers.  The  developers — who 

£ve  plenty  of  company  in  the  new  Ireland  of  grandiose  commercial 

:hemes — are  attempting  to  convert  the  course  to  an  exclusive  haven  of 

0,000  International  (read  "American")  Memberships. 
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For  anyone  who  can  afford  it, 
there  is  no  question  that  the  Old 
Head  plays  like  a  dream.  Pittsburgh's 
Tony  Ciabattoni,  who  arranges  exotic 
corporate  golf  getaways,  says,  "It 
makes  Pebble  Beach  look  like  a  pitch 
and  putt  course." 

"Our  goal  is  to  have  the  Old  Head 
rated  the  number  one  course  on  earth 
within  five  years,"  states  the  developer, 
John  O'Connor,  a  John  Wayne- 
sized  Irish  real  estate  magnate  who 
lives  in  a  Kerry  castle  with  a  ioo-acre 
garden  and  cuts  a  less  than  Quiet  Man 


man  torpedo  blasted  apart  the  Lusi- 
tania  on  May  7,  1915,  sending  1,195 
passengers  floating  toward  the  Old 
Head  and  the  U.S.  careening  toward 
World  War  I. 

The  place  moans  with  history, 
including  a  ruined  Iron  Age  fortress 
called  .Dun  Cearmna,  which  the 
developers  like  to  link  to  the  mytho- 
logical origins  of  Ireland.  It's  meant 
to  have  been  home  to  the  second- 
century,  B.C.,  pre-golfing  Erainn 
tribe  who  gave  the  country  its  name, 
although  Ptolemy's  map  reference 


Leap"  after  the  Kerry  excavator  driv 
who  had  to  jump  free  as  his  rig  plunj 
meted  with  a  long  screech  into  tl) 
drink.  From  the  heavy-hitters'  t« 
(there  are  at  least  six  on  every  holej 
150  yards  of  fast-rising  wood  shot  a] 
required  just  to  escape  the  inferni 
cliffs  and  gain  the  fairway.  Aftei 
wards,  it's  a  sweet  tour  back  to  tlj 
present  150-year-old  lighthouse- 
pause  appreciatively  over  the  she) 
tered  glen  of  a  par-3  16th  as  ya 
progress — and  then  around  up  trj 
hill  to  the  clubhouse  again. 

But  don't  be  surprised  if  you 
reverie  is  interrupted  by  visions  ofl 
Celtic  Apocalypse  Now.  As  many  % 
ten  choppers  a  day  thrash  in  from  vai 
ious  airports  and  rival  links  course 
like  Waterville  and  Lahinch,  new 
mind  the  protected  status  of  the  nesl 
ing  seabirds.  The  Old  Head  is  hard! 
the  only  place  in  Ireland  to  host  thi 
uproar — on  some  days  as  many  as  21 
helicopters  are  crisscrossing  the  law 
with  impatient  linksters  from  Noil) 
America,  the  U.K.  and  Europe.  Wit 
the  number  of  visiting  golfers  explod 
ing  from  52,000  a  year  in  1988  tl 
240,000  now  (much  to  the  dismay  c 
the  links  lairds  of  Scotland),  the  go 
boom  is  forcing  accommodations  th 
Irish  authorities  (and  lovers  of  th 
once  wide-open  coastline)  neve) 
envisioned.  How  popular  is  Irisl 
golf?  Balfybunion  alone  had  to  tun 
away  6,000  golfers  last  year. 

Not  surprisingly,  more  construe 
tion  is  underway.  Old  Head's  Joh; 
O'Connor  hopes  to  build  a  $17  millioi 
hotel  in  the  quaint  (if  touristy)  near 
by  port  of  Kinsale,  which  is  regarde* 
as  Ireland's  gourmet  capital.  He  envi 
sions  whisking  visiting  golfers  off  vi 
motor  launches  for  the  ten-minute  trr 
to  the  Old  Head.  The  famous  Aust 
ralian  'White  Shark,"  Greg  Normar 
backed  by  a  group  that  includes  for 
mer  U.S.  Senator  George  Mitchell,  i 
nearing  completion  of  a  $20-millioi 
course  on  the  coast  of  Clare.  It 
planned  luxury  hotel  and  46  holida 
homes  would  double  the  size  of  th 
220-resident  village  of  Doonbeg. 

But  no  golfing  Xanadu  in  Irelam 


"[The  Old  Head]  makes  Pebble  Beach  look 
like  a  pitch  and  putt  course."  


swath  through  life.  O'Connor  bought 
this  220-acre  headland  from  a  local 
farmer  for  around  $400,000  about  ten 
years  ago,  but  says  he  has  since  poured 
$14  million  more  into  the  enterprise. 

"It's  a  living  cuckoo  land,"  sighs 
Patrick  Merrigan,  one  of  the  prime 
architects  of  the  course,  who,  Ireland 
being  a  land  of  blood  feuds,  is  no 
longer  welcome  on  its  fairways.  "You 
can  go  into  wild  imaginings  about 
the  place  because  you're  in  a  kind  of 
Shangri-la  out  there  and  you  have  to 
pinch  yourself  to  find  your  way  back 
to  reality." 

Every  hole  offers  360-degree  vistas 
of  the  luminous  Atlantic  and  the 
sprawling,  time-chiseled  coast  of 
Cork.  The  surf  roars,  squalls  form 
and  vanish,  and  the  sea  is  an  extra 
partner  to  every  foursome.  Nine  holes 
unfold  along  gut-wrenching  250-foot 
cliffs  that  redefine  the  meaning  of 
"water  hazard." 

The  first  ones  meander  around  the 
ruins  of  a  17th-century  "brazier"  light- 
house— only  three  others  exist  in 
Ireland — which  once  featured  open 
fires  on  the  roof.  The  free  fall  of  a  cliff 
below  is  gouged  with  15  caves  that 
finger  clear  through  the  peninsula. 
Look  yonder  and  you  can  envision 
the  Spanish  Armada  bringing  in  Don 
Juan  del  Aguila's  marines  to  join  with 
Red  Hugh  O'Donnell  in  the  failed 
1601  siege  of  the  British  stronghold  of 
Kinsale.  A  little  further  out,  a  Ger- 


to  them  was  actually  quite  vague. 

In  any  event,  don't  expect  to  meet 
many  of  the  Erainn's  descendents  on 
the  fairways.  Green  fees  pushing 
$220 — at  least  ten  times  the  Irish 
norm  and  two  to  three  times  those 
at  Ballybunion  and  Royal  County 
Down — have  effectively  walled  away 
the  lovely  Cork  lilt,  and  the  new 
$50,000  International  Memberships 
should  complete  the  job.  In  fact, 
O'Connor  boasts  that  98%  of  his  play- 
ers last  year  came  from  the  U.S., 
though  his  personable  manager,  Jim 
O'Brien,  says  that's  a  bit  exaggerated. 
Wayne  Huizenga,  Michael  Jordan, 
Dan  Marino,  Tiger  Woods,  plus 
droves  of  lesser  American  celebrities, 
CEOs  and  politicians  have  tested  the 
Old  Head,  and  the  guest  book  glows 
with  satisfied  epiphanies. 

And  why  not?  Purported  fairie 
circles,  storied  shipwrecks  and  as- 
sorted monolithic  stones  (a  la  Stone- 
henge) — the  Old  Head  has  them  all. 
You  may  even  imagine  banshee  wails 
on  the  526-yard  12th  hole,  the  one 
that's  played  over  an  enormous  cavern 
fed  by  all  the  creepy  subterranean 
warrens  that  begin  on  the  peninsula's 
eastern  side.  So  many  thousands  of 
birds  roost  in  there,  including  poma- 
rine  skuas,  storm  petrels,  great  and 
sooty  shearwaters  and  hoopoes,  that 
this  stretch  of  the  course  is  a  desig- 
nated national  wildlife  sanctuary. 

The  15th  is  known  as  "Haulie's 
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Sure,  we 
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(That's  when  we  began 
using  sherry  casks.) 


It  was  a  wild  time  to  be  sure. 

- 

So  wild  that  our  family  whisky 
men  obtained  some  Spanish  sherry 
casks  and  filled  them  with  single 
malt.  Eighteen  years  later, 
we  matured  and  so  did  the 
whisky.  We  combined  it  with 
whisky  from  our  traditional 
oak  casks  and  the  result  was 
awesome  - —  a  smooth  marriage 
of  sherry  sweetness  and  rich 
oakiness  with  notes  of  honey. 


Single  Malt 

SCOTCH  WHISKY 


FAMILY    OWNED    AND    DOMINATED    SINCE  1887 
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is  aroused  such  intense  feelings  as 
i.e  Old  Head.  The  land-use  officials 
r  Cork  County  Council  have  been 
•anting  O'Connor's  group  (called 
:shbourne  Holdings)  for,  as  locals 

large,  steadfastiy  reneging  on  its 
romises  to  allow  public  access  to  the 
i.sual  fishermen  and  bird  watchers, 
•hale  watchers  and  picnickers  who 

;ed  to  visit  this  spot  when  it  was 

isture  and  gorse. 

A  senior  Cork  County  Council 
Hicial  confides  that  he  regards  the 
;fiant  shape-shifting  on  the  Old 
:.ead  as  the  saddest  chapter  in  his 
ureer.  "We  had  the  opportunity  to 
irn  the  place  into  a  national  park 
id  that  should  have  happened,"  he 
lys  wistfully. 

f  "It's  abysmal.  I  was  walking  out 
aere  all  my  life  and  now  no  local  can 
•;t  in,"  says  Brian  O'Neill,  who  pre- 
ides  with  his  mother,  Mary,  over 
!ie  of  the  most  unspoiled  pubs  in 
iinsale,  the  Tap  Tavern.  "It  makes 
tou  think  of  Nazi  Germany,  with 
lie  barbed  wire  and  the  guards," 
|>mplains  a  wizened  customer  by 
lie  coal  fire.  Pat  Lemasny,  a  retired 
itiarmacist,  insists  that  his  letters 
jemanding  the  restoration  of 
iromised  public  access  have  gone 
inanswered  by  the  County  Council, 
lie  remains  deeply  suspicious  about 
aw  a  "National  Monument,"  as  the 
.>ld  Head's  literature  conspicuously 
ascribes  the  place,  could  become  a 
o-go  area  for  local  citizens. 
I  In  Ireland,  which  threw  off  the 
iile  of  its  English  lords  only  80  years 
!^o,  the  project  is  seen  by  many 
hough  not  the  national  tourist 
oard)  as  representing  a  kind  of  links 
inperialism.  Irish  newspapers  occa- 
ionally  feature  the  running  con- 
oversy  under  headlines  like  "The 
iolation  of  Kinsale." 
John  O'Connor  sees  it  very  dif- 
:rently.  He  points  out  that  he  has 
3mpleted  "the  golfing  equivalent 
f  building  the  Channel  tunnel" 
id  stricdy  complied  with  unprece- 
ented  demands  for  environmental 
ad  archaeological  stewardship.  He 
escribes  the  endeavor  as  a  "labor 


of  pain."  His  landscapers  trucko 
in  three  quarters  of  a  million  cub 
meters  of  topsoil  from  as  far  as 
miles  away,  plus  nearly  300,000  sal 
resistant  plantings  from  Califom 
and  New  Zealand,  along  with  giai 
stone-pulverizing  contraptions  fro 
the  French  Alps  to  improve  draiij 
age — only  to  see  some  of  his  macD 
inery  vandalized  in  the  process. 

In  the  early  1990s,  environment! 
groups  pushed  this  contention 
struggle  on  to  the  chief  justices  <j 
the  European  Union,  hoping  to  u^ 
it  as  a  wedge  to  overturn  Ireland! 
former  position  that  golf  coursei 
being  essentially  agricultural,  needs 
no  formal  zoning  regulations  fq 
anything  other  than  their  clubhous 
configurations  and  access  right: 
Now  the  bitter  controversy  has  ro 
turned  to  the  High  Court  in  Dublii 
as  O'Connor's  representatives  argu 
that  the  ownership  alone  should  de 
cide  which  members  of  the  publi 
should  pass  between  the  Old  Head! 
barbed-wired  walls. 

"We  have  discovered,"  O'Connc 
says,  "that  the  public  and  golfing  d| 
not  mix  for  safety  reasons.  Then 
have  been  at  least  three  incidence 
of  visitors  being  struck  by  golf  balta 

Were  the  injuries  serious? 

"Not  yet,"  is  his  answer. 

In  any  case,  the  blunt  Kerrymai 
says,  "The  tree  huggers  have  al 
moved  off  to  the  next  tree." 

Obviously,  no  matter  what  any 
body  says  or  does,  Ireland's  magnif 
icent  new  golf  courses  will  nevei 
revert  back  to  windswept  pastures 
But  the  visitor  might  as  well  bi 
aware  that  many  nearby  citizens  novi 
feel  they  are  suffering  the  same  ban- 
ishment as  occurred  when  the  arisi 
tocratic  English  landlords  of  olfl 
retreated  behind  their  walls.  Just  aslj 
them  in  Kinsale's  backstreet  pubsi 
and  they'll  tell  you  about  the  day! 
when  the  native  Irish  were  callec 
"foreigners"  by  the  local  authorities 
and  forbidden  to  walk  freely  in  the 
town.  Politely  bringing  this  up  in  the 
clubhouse  might  be  one  way  to  do  2 
good  turn  for  the  Auld  Sod.  • 
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Bvlaari's  Bvicks 


l  European  fashion  icon  and  his  yen  for  American  tin 

By  Martha  Thomas 


Ion't  get  Nicola  Bulgari  started.  Or  better,  do.  It's  a  kick  to 
e  such  an  elegant  man  sputter.  His  fist  hits  the  table  and  the  edges  of  his 
outh  cud  down  in  an  exaggerated  tragedy  mask.  What  triggers  this  reaction? 
he  mere  suggestion  that  the  vaunted  automobiles  of  Europe  are  worth  owning. 
"Bugatti,  Ferrari,  they're  s — !"  Bulgari  will  tell  you.  Americans  enamored  of 
ich  machines,  he  says,  are  misguided.  What's 
orse,  they're  "disowning  their  paternity." 
Nicola  Bulgari,  third-generation  scion  and 
ce  chairman  of  Rome-based  Bvlgari  jew- 
ers,  traces  his  love  affair  with  American 
itomobiles  back  to  the  age  of  four.  The  ele- 
int  touring  cars — Packards,  Cadillacs  and 
uicks — that  cruised  the  streets  of  Rome  in 
ie  la  dolce  vita  years  following  WWII  were 
iven  by  those  same  Americans  who  liberated 
s  ravaged  city.  "I  started  to  memorize  model 
ars,"  he  recalls.  "I  remember  these  marvelous 
rs  I  wanted  to  caress.  European  cars  were 
)t  very  stylish."  But  the  1937  DeSoto  coupe? 
ou  want  to  kiss  that  car." 
How  can  one  explain  such  a  lust  for  steel 
id  chrome?  Bulgari  himself  has  trouble, 
turning  over  and  over  to  the  word  "style." 
t's  a  passion,  that's  all  I  can  tell  you.  It  comes 
am  in  here,"  he  says,  thumping  his  heart, 
ie  Buick  Park  Avenue,  he  will  insist,  "is  a  classic."  Press  him  for  details,  and 
'11  begin  rattling  off  descriptions  of  a  1934  this  and  a  1939  that  in  dizzying 
tail.  "Get  behind  the  wheel  of  a  1941  Buick  Century  with  dual  carburetors," 
:  will  excitedly  suggest.  "You  will  be  amazed  at  how  drivable  it  is,  just  like 
modern  car.  But  it  is  so  large  and  elegant,  it  is  such  a  fantasy.  You  will  ask 
urself:  Is  it  possible  that  such  a  wonderful  car  is  60  years  old?" 
Young  Nicola,  who  grew  up  being  driven  about  in  his  father's  Mercedes, 
night  his  first  Buick  in  1961,  a  1937  8-cylinder  Model  48  that  he  found 
sting  in  a  garage  in  Rome.  He  paid  $30  for  it.  The  collection  continued 
th  other  finds,  including  the  1965  purchase  of  a  V-16  1938  Cadillac  that 
me  with  a  romantic  provenance.  It  was  purchased  new  by  the  Italian 
onsul  General  in  Canada,  then  sold  to  an  Italian  aristocrat  a  year  later, 
uring  the  war  the  car  had  been  requisitioned  by  the  Italian  army,  but 
entually  wound  up  in  the  hands  of  the  American  troops,  who  added  Jeep 


Ode  to  a  Skylark- 
Nicola  Bulgari  caresses  a 
'54  Buick  convertible. 
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j  wheel  assemblies.  (At  least  it  didl 
have  to  be  exhumed — many  Italia) 
actually  buried  their  cars  during  tJ 
war  to  prevent  them  from  bei 
confiscated.) 

Nearly  every  automobile  in  t 
Bulgari  collection — which  numbi 
close  to  ioo  vehicles  garaged  in  Ron 
Tuscany,  Allentown,  Pennsylvani 
and  Millbrook,  New  York — corrji 
with  a  story.  There's  the  car  pn 
chased  from  the  Vatican,  a  1938  Bui 
Model  90L  that  Bulgari  had  his  eji 
on  for  years.  There's  the  1946  Buifl 
two-door  Sedanet,  Roadmaster  Sen 
Model  76S  impounded  by  the  Italii 
police  when  its  driver  was  arrest! 
for  smuggling  cigarettes.  For  a  tinj 
Bulgari  owned  the  1936  Buick  Lin 
ited  Roadmaster  limousine  that  hi 
been  custom-built  for  King  Edwai 
VIII.  One  of  the  collection's  gre 
prides  is  the  last  1993  Buick  Riviera! 
roll  off  the  assembly  line. 

Bulgari  has  contributed  son 
gems  to  the  Buick  Gallery  at  t] 
Alfred  P.  Sloan  Museum  in  Fliil 
Michigan — including  a  prized  191 
Roadmaster — but  mainly  he  believ 
that  the  car  was  meant  for  the  op< 
American  road.  Or  at  least  the  Its 
ian  road.  Every  couple  of  years  1 
invites  50  or  so  friends — a  group  th 
may  include  his  Allentown  mec] 
anic,  an  auto  executive  or  two  at 
the  stray  journalist — for  a  drivii 
tour  through  the  Italian  countrysic 
The  convoy,  often  escorted  by  Itali: 
j  police,  will  stop  at  Bulgari's  home 
Tuscany,  a  sprawling  ten-bedroo 
1  house  that  could  pass  for  an  inn. 

It  is  difficult  to  entice  the  maest 
to  look  beyond  his  beloved  Genet 
Motors,  but  one  can't  resist  askini 
What  car  on  the  road  today  mig: 
one  day  equal  the  Buick  as  an  Ame 
ican  classic? 

"Strangely,"  he  says,  "the  one 
like  best  is  an  off-road  car." 

The  Chevy  Blazer?  The  F01 
Expedition?  What  does  this  cosmi 
politan  man,  surrounded  in  his  dai 
work  by  glittering  icons  of  201 
century  jewelry  design,  want  nex 

"The  Hummer,"  Bulgari  says.  • 
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On  the  Road 

Virgin  canvas... Cruising  Cracow... Booming  Katoomba. 
tlisty  in  Namibia... Painterly  in  Paris... Cushy  in  Chicago 


f.S.  Virgin  Islands:  Sighted  across  Charlotte  Amalie  Harbor  in  St.  Thomas, 
te  160-foot,  three-masted  schooner  Arabella  was  a  beacon  of  classical  love- 
.ness  amidst  monstrous  cruise  ships.  (Among  them  was  one  from  Disney's 
eet,  which  periodically  blasted  out  the  first  phrase  of  "When  You  Wish  Upon 
Star"  on  a  giant  foghorn.)  Once 
n  board,  we  got  out  of  there 
ist,  headed  for  open  waters. 

The  prospect  of  four  days 
n  a  small  ship  with  a  bunch 
f  strangers  raises  certain  ques- 
ons.  Will  you  hate  them?  Will 
3U  be  required  to  chat  with 
lem  before  you've  had  your  cof- 
e?  One  clever  girl  put  her  fin- 
r  right  on  it.  "It's  B&B  times 
o,"  she  said.  But,  on  this  trip 
least,  everyone  turned  out  to 
e  perfectly  pleasant,  especially 
le  crew.  Jeff  was  the  charming 
id  even-tempered  captain,  V. 
le  taciturn,  but  showy  first 
ate  (the  garish  tattoo  on  his 
m  proclaims  Born  to  Sail, 
Latin),  Jason  the  intense, 
raight-laced  engineer  and  Ben 
e  bright-eyed,  affable  deck- 

nd-cum-naturalist.  No  worries  as  far  as  the  cabins  were  concerned,  either, 
ley  were  spare  but  elegant,  each  with  its  own  bath,  closet  space  and — thank 
Hhi — telephone,  AC  and  satellite  television.  Most  mornings  I  awoke  with 
nlight  streaming  through  the  porthole,  casting  a  brilliant  circle  on  the 
all  that  swayed  with  the  rocking  of  the  ship. 

Arabellas  itinerary  is  not  unusual  for  the  region.  Most  of  her  destinations — 
e  caves  on  Norman  Island,  the  baths  on  Virgin  Gorda — are  those  of  numer- 
s  other  sailboats  cruising  the  area.  The  difference  is,  your  ride  is  nicer  than 
erybody  else's.  Arabella  used  to  be  a  112-foot  schooner  made  by  Palmer 
hnson,  the  Wisconsin-based  luxury  yacht  manufacturer.  In  1999,  she  was 
■ven  a  mid-body  extension,  which  means  they  sliced  her  in  two  and  added  48 
t  to  her  middle.  Despite  the  invasive  surgery,  she  has  what  salty-types  call 
raceful  lines,"  and  she  sails  like  a  dream.  Captain  Jeff  allowed  me  to  take  the 
:1m  for  the  better  part  of  an  afternoon,  and  on  a  beam  reach  in  light  winds  she 


Daiquiri  in  the  Jacuzzi,  sir? 
The  Arabella  will  ply  the  waters 
off  New  England  this  summer. 
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Where  are  the  tourists?  Solitude  standing 

was  breaking  seven  knots  with  no 
trouble  at  all.  For  those  more  inter- 
ested in  the  sybaritic  side  of  the  trip, 
meals  are  served  in  the  dining  room, 
and  cocktails  everywhere  else,  includ- 
ing the  spacious,  covered  aft  deck  or 
the  Jacuzzi,  if  you  like. 

Aerobic  recreation  is  facilitated  by 
a  small  fleet  of  sea  kayaks  and  plenty 
of  snorkeling  equipment.  But  of  all 
the  pleasures  on  Arabella,  the  best  is 
when  she  drops  anchor  in  some  quiet 
spot,  and  you  dive  right  off  her  into 
turquoise,  85-degree  waters.  Then 
you  have  a  cocktail  in  the  Jacuzzi. 

Arabella  sails four-  to  seven-day  trips 
out  of  Newport,  Rhode  Island,  from 
June  through  October  ($84g-$i,gg^),  and 
seven-day  trips  out  of  St.  Thomas,  from 
mid-December  through  May  ($1,495- 
$1,995);  (800) ] 395-1343,  www.cruisear- 
abella.com.    — Thomas  Jackson 

Cracow,  Poland:  Cracow  is  hap- 
pening, while  Prague,  at  least  ac- 
cording to  one  young  American  we 
spoke  with,  is  "so  yesterday."  Cracow 
stunned  us  with  its  beauty  and  history 
and  friendliness.  The  town  square  is 
the  largest  in  Europe  and  teems  with 
activity.  It  is  one  of  the  great  sights, 
something  to  add  to  one's  list  of 
Things  to  Do  before  it  gets  spoiled. 

The  especially  delightful  discovery 
was  the  Hotel  Copernicus,  on 
Kanonicza  Street,  just  up  from  where 


on  the  Skeleton  Coast. 

Cardinal  Karol  lived  before  he  becam 
Pope  John  Paul  II.  Opened  a  year  ag 
by  two  young  architects,  it  has  a  levt 
of  sophistication  and  taste  that,  it  I 
safe  to  say,  you  will  not  find  elsewhei 
in  Cracow.  Its  restaurant  is  super! 
One  dines  as  well  here  as  anywherl 
and  far  less  expensively,  as  Poland 
still  by  Western  standards  a  bargairi 

Polish  cuisine  can  be  delicioui 
but  it  is  different.  At  Krew  I  Roi 
restaurant,  we  had  kiszka,  peasan 
black  pudding  with  cabbage  arj 
fried  onions.  Other  menu  selection 
included  sour  soup  with  sausafl 
and  marjoram,  hare  pie,  smoked  e| 
served  hot  and  "the  royal  pike-perC; 
served  in  butter."  All  this  presente) 
in  an  underground  cellar  by  candlq 
light.  It  was  charming  and  hearty 
with  a  complimentary  after-dinn« 
snort  of  homemade  rose  vodka. 

At  tony  Copernicus,  however,  w 
dined  on  veal  sweetbreads  with  fore! 
mushrooms,  the  "delicious  trio  <j 
wild  game"  (quail,  hare  and  venison] 
pheasant  with  venison  mousse,  ho 
chocolate  hazelnut  souffle  wit] 
chestnut  garnish  and  the  whil 
chocolate  mousse  cake  with  almoni 
crisp  and  pepper  ice  cream.  Aftei 
ward,  we  strolled  the  square  at  nigfi 
and  watched  Cracow  come  to  life.  1 
trumpeter  in  the  tower  of  St.  Maryi 
sounds  the  hour  24  times  a  daj 
Each  time,  the  final  note  breaks  oj 


jruptly,  in  memory  of  a  lookout 
ho  was  shot  through  the  throat  in 
le  13th  century  by  Tatar  invaders. 
Why  didn't  someone  tell  us  about 
racow  before? 

Barbara  Wloch,  a  knowledgeable, 
vely  and  well-connected  guide,  can 
range  private  tours,  also  to  nearby 
uschwitz,  counterpoint  to  the  plea- 
ires  of  Cracow. 
Hotel  Copernicus,  ji-002  Krakow, 
'.  Kanonicza  16;  48-12-431-10-44, 
x  48-12-431-11-40,  www.hotel- 
7m.pl,  copernicus@hoteI.com.pl.  Barh- 
■a  Wloch,  48-602-ijigig,  wloch@- 
woj.krakow.pl. 

— Christopher  Buckley 

amibia:  If  you're  looking  for  the 
;lanet's  ultimate  getaway,  consider 
leading  for  Namibia's  Skeleton 
oast  Park.  If  you  go,  there's  only 
ne  place  to  stay:  the  Skeleton 
■oast  Camp,  a  newly  opened  out- 
pst  where  you  and  nine  other  guests 
re  the  only  visitors  in  a  wild  and 
pajestic  desert  preserve  the  size  of 
ihode  Island. 

From  its  gravel  airstrip,  where 
igh-tech  navigation  means  a  red 
[indsock,  the  camp  looks  like 
NASA's  idea  of  a  lunar  housing  pro- 
ct  clustered  among  the  dunes  and 
[onwood  trees  of  a  dry  riverbed, 
tut,  up  close  and  comfortable,  its 
ye  spacious  tents  provide  the  ulti- 
mate in  low-impact,  high-end  desert 
ving,  with  hardwood  floors,  queen- 
ze  beds  and  mod  cons  like  hot 
lowers  and  European  plumbing. 

Every  day  you'll  set  out  on  Land 
over  drives  through  a  primal  desert 
f  great  purity  and  beauty,  where 
lgged  escarpments  tower  over 
anes  tinged  purple  with  amethyst 
ast.  Other  explorations  lead  to  the 
rmth  Atlantic  and  a  scene  straight 
at  of  Fellini,  where  lonely,  wind- 
vept  beaches  are  strewn  with 
lipwrecks  and  the  bleached  whale 
celetons  that  gave  the  area  its  name, 
his  is  also  where  you'll  find  thou- 
inds  of  noisy  and  fragrant  Cape  fur 
:als  and  humongous  Cape  salmon 
aiting  just  offshore  for  your  hook. 


Sizzle  sizzle  sizzle 
sizzle  sizzle  sizzle  sizzle. 

(Our  steaks  made  us  a  legendary  restaurant, 
so  we  decided  to  let  them  do  the  talking.) 


Manhattan 
148  W.  51st  Street 

(212)  245-9600 

Westchester  •  (914)  631-3311 
Weehawken  •  (201)  863-5100 
Parsippany  •  (973)  889-1400 
Long  Island  •  (516)222-0220 

www.ruthschris.com 
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STEAK  HOUSE 


The  sound  of  perfection. 


Scattered  throughout  the  Skele- 
ton Coast's  scenic  otherwordliness 
you'll  also  spot  oryx,  ostrich  and  the 
most  elusive  Coast-dwellers  of  all, 
desert  elephants  who  are  occasionally 
seen  lumbering  ghostlike  through 
the  dense  fog  that  rolls  in  every 
morning  from  the  sea.  The  mist  also 
nourishes  a  remarkable  variety  of 
micro-life  in  this  parched  desert, 
including  acrobatic  beetles  that  stand 
on  their  heads  in  the  fog  to  collect 
moisture,  and  white  spiders  that 
cartwheel  down  the  dunes. 

Another  drive  takes  you  to  see 
your  closest  neighbors,  a  village  of 
the  Himba  tribe — nomads  who  live 
much  as  their  ancestors  did  centuries 
ago,  wearing  animal  skins,  staining 
themselves  red  with  ocher  and  wor- 
shiping their  ancestors  around  the  vil- 
lage's sacred  fire. 

Back  in  base  camp  you'll  dine  at 
lamplit  tables  where  the  favorites 
include  oryx  lasagna,  sauteed  spring- 
bok and  maybe  the  salmon  you 
caught  down  on  the  coast.  And  when 
those  terrific  South  African  vintages 
start  to  flow,  nobody  in  this  desert 
seems  to  miss  the  water. 

Wilderness  Safari's  "Skeleton  Coast 
Fly-in  Safari, "  with  a  four-day,  three- 
night  stay  at  the  Camp,  is  an  all-inclu- 
sive $2,j8o  per  person,  which  also  covers 
private  aircraft  travel  to  and  from 
Namibia's  capital,  Windhoek.  Contact 
Adventure  Travel  Desk,  Way  land,  MA; 
(800)  552-ojoo,  fax  (508)  655-5672, 
www.  african-safari.  com. 

i l l  1  a m  Whitman 


Paris:  Visitors  who  prefer  their  art 
experiences  off  the  beaten  track  should 
buy  Artists  in  Residence,  a  new 

guidebook  to  the  homes  and  studios 
of  some  of  France's  most  celebrated 
masters.  While  the  Louvre  is  typically 
packed,  the  domiciles  of  Daubigny, 
Van  Gogh,  Delacroix,  Moreau,  Bon- 
heur,  Courbet  and  others  aren't  even 
on  most  tourists'  radar  screens.  Yet 
they're  all  open  to  the  public  and  are 
found  right  in  or  around  the  city. 
Author  Dana  Micucci  evokes  eight 
such  artistic  locales,  unfamiliar  set- 
tings that  inspired  familiar  geniuses. 
The  142-page  paperback  is  packed 
with  color  prints  as  well  as  lovely 
photographs  by  Marina  Faust,  all 
handsomely  packaged  in  a  protective 
cloth  slipcase. 

The  Little  Bookroom,  $19.95. 

— Stephanie  Turrett 

Australia:  With  its  exotic  drumbeat 
of  a  name,  Katoomba  sounds  like 
something  out  of  the  Survivor  Out- 
back, but  it  is  actually  a  90-minute 
drive  from  downtown  Sydney. 
Located  in  the  Blue  Mountains  1,500 
feet  above  the  Jamison  Valley, 
Katoomba  features  dramatic  rock 
formations,  plunging  waterfalls  and 
untouched  forest  vistas.  At  the  turn  of 
the  century,  well-heeled  Sydneysiders 
began  making  the  trek  to  Katoomba, 
attracted  to  cooler  temperatures  and 
mountains  graced  by  a  soothing 
visual  phenomenon:  The  euca- 
lyptus trees  give  off  a  blue  mist 
that  transforms  the  rolling 


forest  into  tranquil  seas,  broken  ori 
by  the  occasional  rugged  butte. 

In  Katoomba  we  stayed  at  Lilia 
fels  Blue  Mountains,  the  most  el 
gant  hostelry  in  town.  With  an  index 
swimming  pool,  nearby  golfing,  a  si 
and  gymnasium,  the  86-room  Lij 
anfels  has  all  the  modern  amenitie 
yet  retains  a  flavor  of  the  Victor 
era.  Although  the  hotel  itself  is  <| 
recent  vintage,  it  has  been  built  -A 
a  manor  house  in  keeping  with  tljj 
adjacent  original  1889  residena 
Looking  out  over  the  Jamison  Valle 
from  the  hotel  veranda,  you  almoi 
expect  to  see  cinch-waisted,  parasoi 
carrying  ladies  strolling  in  the  Enfl 
lish-cum-Australian  gardens.  Th 
lounge  area  is  a  giant  country  parlol 
boasting  roaring  fires  and  high  teaj 
cushy  reading  and  drinks;  an  Englisi) 
club-style  room  offers  cards,  back! 
gammon,  billiards  and  the  endearini 
invitation  to  "add  to  the  jigsaw  puz 
zle."  Rooms  are  large  and  serene. 

During  our  stay,  no  one  said,  "Nl 
worries,  mate,"  although  we  wet 
urged  by  kilt-wearing  lasses  to  "Re 
lax!"  No  worries. 


When  in  Paris,  dro| 
in  on  Delacroix. 


Jt  managed  to  loaf  quite  well.  We 
d  bestir  ourselves  to  visit  the  rock 
rmation  known  as  the  Three  Sis- 
rs.  Around  the  corner  from  Lilian- 
Is  at  Echo  Point,  a  giant  sandstone 
carpment  rises  from  the  valley 
)or,  splitting  partway  up  into  three 
rangely  human-looking  figures, 
boriginal  legend  has  it  that  a  father 
rned  his  daughters  to  stone  to  pro- 
ct  them  from  an  unwanted  suitor, 
en  died  before  he  could  turn  them 
ick.  We  climbed  the  stones  from 
pove — down  then  back  up  via  900 
eps  known  as  the  Giant  Staircase, 
his  effort  required  a  restorative 
nch  across  the  road  from  Lilianfels 
the  Echoes  Guesthouse.  Though 
bt  as  posh  as  Lilianfels,  Echoes  of- 
jlrs  its  own  attractions.  The  rooms 
fe  airy  and  have  terraces  with  jaw- 
iroppingly  beautiful  views.  On  its 
:staurant  terrace,  we  lunched  out- 
bors  on  a  balmy  afternoon,  lulled 
w  that  slate-blue  haze  and  some 
kcellent  Australian  semillon. 
I  Katoomba  offers  an  array  of 
lutdoor  adventures:  bush  walks, 
fountain  biking,  horseback  riding, 
knyoning  and  4WD  expeditions. 
Pur  own  adventure  included  a  trip 
|)  The  Hattery,  a  shop  on  Katoom- 
;a's  Lurline  Street,  where  we 
[ought  authentic  Akubras,  the 
limed  Australian  felt  hats.  The 
lattery  boasted  many  fetching  in- 
;rpretations  of  the  original,  and  we 
iced  tough  decisions:  The  Gym- 
hana?  The  Pastoralist?  The  Planter? 

I  wore  the  Gymkhana  as  we  set 
ff  on  one  of  Katoomba's  many  su- 
erb  walking  trails.  That  afternoon, 
re  descended  the  Giant  Staircase, 
leandered  through  fern  forests, 
limbed  up  to  sun-baked  rock  over- 
>oks  and  stood  in  the  mist  of  water- 
ills  spilling  down  the  cliffs. 

Lilianfels  has  two  restaurants,  the 
pore  casual  Lilian's  in  the  main 
otel,  and  Darley's,  which  is  set  in 
ae  opulently  restored  1890  residence 
|nd  serves  fine  regional  cuisine 
nd  wines.  Before  dining  upon  such 
ire  as  poached  skate  with  spinach, 
/alnuts  and  bacon,  or  pork  cheeks, 


ft 


Udo-Smooth.  Every  Time. 


SURGEON  GENERAL  WARNING:  Cigar  Smoking 
Can  Cause  Cancers  Of  The  Mouth  And  Throat, 
Even  If  You  Do  Not  Inhale. 


Travel  to  a  different  place. 


hotel  nikko  san  francisco 

off  union  square  |  222  Mason  St.  I  San  Francisco,  CA  94102 
www.nikkohotels.com  |  415.394.1111  |  1.800. NIKKO. US 


star  anise  and  vegetables,  we  went 
in  for  a  game  of  petanque  (a  form  of 
lawn  bowling)  in  the  garden.  As  we 
knocked  balls,  wild  parrots  flitted 
through  the  twilight.  In  these  tran- 
quilizing  surroundings,  for  an  instant 
they  seemed  like  escaped  pets  of  the 
bygone  gentry. 

Lilianfels  Blue  Mountains:  61-2- 
4780-1200,  www.lilianfels.com.au. 
Rooms  from  $190;  suites  from  $260;  one 
private  cottage  available:  $520.  Echoes 
Guesthouse:  61-2-4782-1966,  echoes@- 
ozemail.com.au. —  Dana  Tierney 

Chicago:  Rising  next  to  historic 
Water  Tower  Square — a  154-foot 
limestone  landmark  that  was  one  of 
the  few  structures  left  standing  after 
the  Great  Fire  of  1871 — the  new  Park 
Hyatt  Chicago  is  sleek  and  under- 
stated. Unlike  the  convention-friend- 
ly regular  Hyatts,  the  18  Park  Hyatts 
are  upscale  retreats  with  intriguingly 
individual  designs.  The  Chicago 
property,  which  opened  in  June  2000, 
is  the  flagship  of  the  group. 

They  don't  clobber  you  with  florid 
flourishes  here.  The  staff  wears 
demure  grays  and  blacks.  Interiors 
and  furniture  have  the  look— if  not 
the  aroma — of  a  cigar  humidor,  with 
pale  leathers,  black  and  chrome  trims, 
and  warmly  toned  tropical  woods. 
Contemporary  art  works  include  an 
eye-grabbing  series  of  black-and- 
white  photographs  commissioned 
by  the  Art  Institute  of  Chicago. 

The  hotel  has  195  rooms  and  eight 
suites  on  the  first  18  floors  of  the 
67-story  Park  Tower.  Those  on  the 
east  side  have  the  best  window  candy, 
with  views  of  the  Water  Tower, 
the  Museum  of  Contemporary  Art 
and — waaay  off  in  the  distance — 
Lake  Michigan.  Every  room  offers 
a  flat-screen  TV,  DVD  player  and 
high-speed  Internet  access.  The  gray 
marble  bathrooms  have  sliding  panel 
doors  that  open  into  the  room,  and 
you  can  literally  step  from  the  bed 
into  the  tub,  if  you're  so  inclined. 

The  staff  to  guest-room  ratio  is 
about  3  to  2,  which  means,  among 
other  things,  that  you  must  use  your 


Catacombs  of  cabernets  at  the  Park  Hyatt 

DO  NOT  disturb  sign  assiduously. 
After  an  afternoon  of  pounding 
North  Michigan  Avenue,  I  slipped 
into  a  pre-dinner  catnap  only  to  be 
woken  by  a  staff  member  inquiring, 
"Is  there  anything  you  need?"  Well, 
yes — some  privacy. . . 

Among  the  surprises  of  the  place 
are  the  food  and  atmosphere  at  the 
NoMI  restaurant,  which  is  not  the 
standard  drab  hotel  dining  room. 
From  the  3,000-bottle  wine  cellar  to 
the  eel-skin  bar  stools,  the  winding 
mosaic  floor  tiles  to  the  wide-open 
pastry  kitchen,  the  restaurant  is  an 
eyeful — and  has  quickly  become  a 
local  hot  spot.  We  tore  into  a  tasting 
menu,  which  scored  on  five  of  six 
courses,  including  a  truffle  risotto 
with  chicken  jus,  roast  halibut  in  a 
ragout  of  chestnuts  and  an  amazing 
flourless  milk  chocolate  cake. 

So  you  can  work  it  all  off,  the 
hotel's  health  club  is  stocked  with  the 
standard  exercise  equipment,  plus  a 
steam  room  and  svelte  two-lane  lap 
pool.  Good  news  for  guests:  The  Park 
Hyatt  doesn't  sell  outside  member- 
ships, so  there's  no  waiting  in  line 
behind  loitering  locals.  Those  who 
prefer  their  bodywork  done  by  some- 
one else  can  get  a  full  line  of  treat- 


Chicago 

ments  and  massages  at  the  in-houl 
spa,  which  also  offers  all  services 
your  room. 

Park  Hyatt  Chicago,  800  N.  Mm 
igan;  (800)  778-7477,  (312)  335-123] 
www.parkhyatt.com.  Rooms  $385,  suit 
from  $6%.  — Neal  Santelman 

The  Butt  Balm  500:  Cyclists  wit 
a  lot  of  time,  plenty  of  money  arj 
a  desperate  need  to  celebrate  sorm 
thing  should  check  out  Butterf ield 
Robinson's  upcoming  35-day  Eur* 
pean  Grand  Tour.  The  one-tirm 
only  biking,  walking  and  museum-in 
jaunt  through  seven  countries  wS 
commemorate  the  35th  anniversai 
of  George  Butterfield  and  MartH 
Robinson's  first  ride  across  the  Con 
tinent  with  a  group  of  students  bac 
in  1966.  The  whole  shebang  runs  Sep 
tember  11  to  October  15  at  a  cost  c 
$22,385  per  person  including. .  .everj 
thing.  Alternatively,  those  withoi 
much  time  can  sign  up  for  one  0 
the  Tour's  three  11-day  "acts,"  incluc 
ing  Prague  to  Venice  ($7,695  pfi 
person);  Naples  to  Lausanne  ($7,995 
and  Paris  to  Barcelona  ($8,695). 

Butterfield  &  Robinson,  (800)  67S 
1147,  www.butterfield.com.  • 

—  Stiv  Gritter 
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racing  and  police  history,  among  others. 
One  museum  even  features  a  complete 
Han  tomb.  Stroll  among  wellpreserved 
buildings  and  relics  of  the  colonial  era, 
including  the  former  mansion  of  Hong 


features  12  galleries  built  around  open 
courtyards,  you'll  browse  among 
ancient  Chinese  bronzes  and  pottery 
from  various  dynasties  as  well  as 
Tibetan  Buddha  statues  and  paintings. 
Don't  miss  the  Hong  Kong  Museum  of 
Art,  which  showcases  international 
artists  as  well  as  the  territory's  best 
contemporary  masters,  and  the  Art 
Museum  at  the  Chinese  University  of 
Hong  Kong,  which  features  five  to  six 
temporary  exhibits  each  year. 

Hong  Kong  is  a  major  showcase  for 
the  performing  arts  -  from  traditional 
Cantonese  opera  to  inno- 
vative contemporary 
dance.  The  best  tai 
ents  from  far  and 
wide  are  adding 
Hong  Kong  to  their 
tour  schedules,  so  if 
you've   missed  a 
Broadway  favorite  or 
want  to  see  the 


An  Abundance  of  Art  ^Culture 
to  h^Cfte  the  Sprrt 


Kong's  governor.  Discovering  these 
gems  is  easy:  A  shuttle  bus,  complete 
with  a  taped  commentary,  operates 
three  days  a  week  to  museum  destina- 
tions in  Kowloon  and  the  New 
Territories. 

Art  lovers  will  be  busy  in  Hong 
Kong.  At  the  Heritage  Museum,  which 


Royal  Shakespeare  Company  at  work, 
check  Hong  Kong's  concert  and  theater 
schedules  before  your  trip. 

Celebrate  the  Past  -  and  Future 

After  the  ancient  scrolls  and  the  Hong 
Kong  Philharmonic,  ifs  time  to  actively 
immerse  yourself  in  the  culture. 
Engage  in  yum  cha  (tea  drinking, 
Chinese-style),  an  essential  part  of 
daily  life  in  the  city.  Linger  over  dim 
sum,  the  mid-day  meal  of  delicious 
hors  d'oeuvres.  Become  a  student 
of  the  centuries-old  art  of  tai  chi, 
whose  soft,  flowing  movements 
relax  both  body  and  mind.  (If  you 
pass  on  the  latter,  make  sure  you 
take  a  stroll  in  Hong  Kong  Park 
or  the  Cultural  Centre  Piazza, 
where  you'll  be  enthralled  by  the 
site  of  large  groups  of  people 
practicing  with  the  tai  chi  mas- 
ter.) Take  a  Fung  Shui  (divina- 
tion) tour  of  the  city  and  view 
your  surroundings  in  an  inter- 
esting new  light.  Then,  if  know- 
ing your  destiny  doesn't  send 
chills  down  your  spine,  consult 
one  of  the  many  fortune  tellers 
at  the  Temple  Street  Night 
Market,  where  street  perform- 


ers delight  passersby  with  their  bamboo 
flutes  and  other  ancient  instruments 

A  Collector's  Holiday 

Collectors  of  all  kinds  will  find  more 
than  enough  choices  in  Hong  Kong. 
Where  to  start?  Hollywood  Road 
Wyndham  Street  and  Cat  Street  all 
offer  a  selection  of  furniture,  sculptures 
and  paintings,  as  do  the  upscale  shops 
in  the  Pacific  Place  Mall 
For  local  color,  don't 
miss  the  open- 
air  Jade  Market 
in  Yau  Ma  Tei 
where  you  cart 
check  out  jade! 
jewelry  and  trin- 
kets at  all  price 
levels,  and  the 
Yuen  Po  Bird  Market, 
where  you'll  find  a  col- 
orful collection  of,  you 
guessed  it,  birds. 
Still  have  energy  for 
more?  Take  in  a  fabulous 
Hong  Kong  sunset  from  the 
deck  of  the  historic  Star 
Ferry.  After  dusk,  the  city's 
twinkling  lights  transform 
the  harbor  into  a  magical  site.  Attend 
one  of  the  city's  many  Chinese 
festivals,  visit  one  of  the 
hundreds  of  temples,  take  a 
day  hike  in  the  neighbor- 
ing country- 
side. The  pos- 
sibilities in  the 
City  of  Life  are 
virtually  endless 


For  planning  ideas,  visit: 
www.DiscoverHongKong.com 
or  call  the  Hong  Kong  Tourism 
Board  at  (800)  282  4582. 


Special  Advertising  Supplement 


WW  Kong 

A  Sanctuary  of  Comfort  Style 


The  Great  Eagle  Hotel 

8  Peking  Road,  Tsimshatsui 
Kowloon,  Hong  Kong 
Tel:  (852)  2375  1133 
Fax:  (852)  2375  6611 
E-mail:  resv@gehotel.com 
Web  Site:  www.gehotel.com 


Great  Eagle  Hotel  is  Hong  Kong's  finest  independent  five-star 
hotel.  Unlike  any  other  hotel  in  Hong  Kong,  the  Great  Eagle  Hotel 
offers  an  elegant  European  style  and  opulence  with  a  contemporary 
twist.  Its  latest  addition  includes  health  club,  swimming  pool  and 
^the  "Main  Street  Deli"  (opens  in  April  2001)  which  provides 
authentic  New  York  deli  food. 


Hotel  Miramar 

"  HONG  KONG 


Managed  hy  the  Hcnderson-Mir 


1 18-130  Nathan  Road,  Tsimshatsui 
Kowloon,  Hong  Kong 
Tel:  (852)  2368  1111 
Fax:  (852)  2369  1788 
E-mail:  miramarhk@hmhm-group.com 
Web  Site:  www.miramarhk.com 


Ample  meeting  venues  equipped  with  advanced  facilities  and  the 
latest  in-room  Broadband  Internet  Access  System,  Hotel  Miramar 
offers  an  unrivaled  choice  to  business  travelers.  Conveniently 
located  in  the  heart  of  the  city,  the  newly  renovated  hotel  features 
525  superbly  appointed  guest  rooms  and  suites,  a  splendid  ballroom 
and  10  multi-function  rooms  accommodating  from  12  to  1,000 
guests.  Western  essence  combined  with  Oriental  hospitality  — 
an  experience  not  to  be  missed! 


HARBOUR 
PLAZA 


HONC  KONG 


Harbour  Plaza  Hong  Kong 

20  Tak  Fung  Street,  Hung  Horn 

Kowloon,  Hong  Kong 

Tel:  (852)  2621  3188 

Fax:  (852)  2621  3311 

E-mail:  hp-book@harbour-plaza.com. hk 

Web  Site:  www.harbour-plaza.com/hphk 


Committed  to  providing  a  distinctive  blend  of  comfortable  elegance 
and  understated  luxury,  Harbour  Plaza  Hong  Kong  is  a  deluxe  hotel 
located  along  the  Kowloon  waterfront  with  breathtaking  views  of  the 
harbor.  Only  five  minutes  to  downtown  Kowloon  Tsimshatsui  business 
[and  shopping  district,  the  hotel  facilities  include  a  fitness  center, 
!  'rooftop  pool  with  a  one-sided  glass  wall,  and  eight  restaurants. 


You  haven't  thought  it  tl 


Your  idea  will  never  fly 


fe't  have  legs  It  lacks  insight  There's  no  market  It  won't  resonate  It  just  might  worl 


Forbes 

CAPITALIST  TOOL 


Never  settle 


EST  BLANKET:  PENDLETON  BLANKETS  The  coldest  day  in  our  memory  occurred  nearly 
n  years  ago  in  Montana:  minus  16  degrees,  sitting  in  a  car  with  the  heater  blasting, 
feezing  our  ever-loving  arses  off.  Outside  in  the  blizzard  stood  two  Northern  Cheyenne 
idian  women  chatting  in  the  parking  lot,  each  wrapped  in  little  more  than  a  Pendleton 
anket.  The  blankets  have  been  a  part  of  Native  American  tradition  since  1909,  when 
ley  were  first  woven  in  a  mill  in  Pendleton,  Oregon.  Today  dozens  of  stunning  traditional 
>signs  are  available.  You'll  want  to  choose  carefully.  The  blankets  wear  like  iron.  Expect 
own  one  for  life.  Pendleton  Blankets;  (800)  760-4844,  www.pendleton-usa.com. 


BEST  SALTWATER  FLY-FISHING  GUIDE:  PAUL  DIXON  Paul  Dixon  works  out  of  East 
Hampton,  Long  Island  during  the  summer,  fly-fishing  for  striped  bass,  a  relatively  new 
game,  which  he  learned  by  trial  and  error  and  "blowing  through  a  few  props  on  my 
outboards."  In  the  process  he  became  one  of  the  young  icons  of  the  business.  In  October, 
Dixon  moves  out  to  Montauk  and  goes  after  false  albacore,  stripers  and  blues  feeding  on 
vast  schools  of  bait  at  the  surface.  He  calls  this  "gonzo  fishing,"  a  combination  of  deep 
water  and  topside  frenzy,  and  if  he  has  a  specialty,  this  may  be  it.  In  November,  he  moves 
down  to  Harkers  Island,  North  Carolina,  and  in  December  on  to  Key  Largo,  poling  the 
flats  for  tarpon  and  bonefish.  Among  others,  he  has  guided  Robert  Rubin,  Jimmy  Buffett, 
Minnie  Driver  and  Julian  Robertson  to  saltwater  paradise.  Paul  Dixon,  (631)  329-6186. 


JEST  MOTORCYCLES:  ARLEN  NESS  MOTORCYCLES  The  best  American  motorcycle?  A  Harley? 
(\n  Indian?  We  prefer  a  hand-built,  every-part-top-of-the-line,  no-two-alike,  special-construction 
notorcycle  from  Arlen  Ness.  Ness  builds  about  35  bikes  per  year  for  various  clients  out  of 
lis  San  Leandro,  California,  shop.  A  recent  challenge:  designing  an  appropriately  large  bike  for 
.aker  center  Shaquille  O'Neal.  Ness  insists  that  every  machine  be  test-ridden  100  miles 
)efore  being  turned  over  to  a  client.  In  O'Neal's  case,  no  tester  was  tall  enough,  so  he  had  to 
e-rig  all  the  controls.  Ness  started  out  customizing  hot  rods,  and  rode  with  outlaw  bikers 
)efore  settling  down.  "Today  you're  not  considered  a  bad  guy  just  because  you  ride,"  he  says. 
'You  eat  at  the  Hyatt,  and  the  valet 
)arks  your  bike."  Ness's  bikes 
ire  not  for  the  price-conscious,  v 
unning  in  the  $25,000  to  #^  jTwf 

$100,000  range.  Call  for  '  ^A&fL 


BEST  SPIN  DOCTOR:  JAMES  CARVILLE  William  Safire  has  traced  the  origins  of  the  echt- 
American  term  "spin  doctor"  to  the  1984  Reagan-Mondale  debates,  after  which  each 
candidate's  staff  tried  to  convince,  or  "spin,"  the  media  that  their  man  had  left  the  other 
bleeding  and  mortally  wounded  on  the  floor.  Since  then,  "spin  doctor"  has  attained  pro- 
fessional status,  with  more  and  more  universities  offering  degrees  (D.S.).  Unusual  as  he 
may  be  to  look  at — his  own  wife,  Mary  Matalin,  has  publicly  admitted  that  he  looks  like 
the  product  of  the  love  scene  in  the  film  Deliverance — and  as  debatable  as  many  of  his 
arguments  may  be,  James  Carville,  former  spin  doctor  extraordinaire  to  William  Jefferson 
Clinton,  remains  the  preeminent  practitioner  of  the  most  dismal  art. 


*CECRE 


BEST  ICE  CREAM:  BLUE  BELL  CREAMERIES  About  20  years  ago,  Blue  Bell 
Creameries  started  mixing  vanilla  ice  cream  with  cream-filled  chocolate 
cookies.  The  company  doesn't  claim  to  have  been  the  first  with  the  idea,  or 
even  the  first  on  the  market,  but  folks  in  the  South  knew  that  Blue  Bell, 
already  the  most  luscious  ice  cream  in  the  land,  had  now  created  the  most 
sublimely  luscious  flavor,  Cookies  n'  Cream.  Founded  in  1907,  the  company 
offers  a  variety  of  half-gallon  creations,  including  Strawberries  &  Homemade 
Vanilla  and  seasonal  varieties  such  as  Peppermint,  Chocolate  Covered 
Cherries  and  Banana  Pudding.  Order  online  at  www.bluebell.com  or  visit 
the  Brenham,  TX,  factory  (800-327-8135)  to  get  a  tour  and  a  sample. 


IEST  PIANOS:  STEINWAY  &  SONS  Steinway 
/as  founded  in  New  York  in  1853  by  German 
emigrants,  and  the  firm's  pianos  are  still  made 
by  hand)  in  Astoria,  Queens.  Steinway  Hall, 
n  New  York's  West  57th  Street,  not  only 
howcases  a  vast  array  of  new  and  refurbished 
ianos  for  sale  but  also  serves  as  a  shrine 
to  the  legendary  musicians  who  played  them, 
1  from  Arthur  Rubinstein  and  Vladimir 
m  Horowitz  to  Harry  Connick  Jr.  and  Billy  Joel. 
Y  Of  course,  Steinway  in  the  21st  century  is 
keyed  in  to  today's  musicians,  and  anyone 
'ith  the  wherewithal  (from  $15,500  for  a  small 
pright  to  more  than  $86,000  for  a  Model  D 
oncert  grand)  can  own  a  Steinway — if  not 
lay  one — just  like  Rubinstein  himself.  Steinway 
:  Sons;  (800)  345-5086,  www.steinway.com. 


BEST  NECKWEAR:  ROBERT  TALBOTT  Robert  Talbott  is  a  small-town  company  making 
world-class  neckwear.  In  business  since  1950,  this  family-owned-and-run  operation 
in  Carmel,  California,  produces  the  finest  bow  ties  and  four-in-hands  made  in  America 
They've  diversified  over  the  years,  adding  vests,  handkerchiefs  and  now  shirts  and 
outerwear;  but  the  handmade  ties  are  the  real  stars.  They're  available  in  an  abundant 
array  of  colors  and  patterns,  from  cotton  madras  to  silk  repp  stripes — but  if  you  still 
don't  see  exactly  what  you  want,  the  company  will  custom-make  it  to  suit  your  fancy. 
Robert  Talbott;  (800)  747-8778,  www.roberttalbott.com. 


H-ST  INSURANCE:  CHUBB  INSURANCE  Insurance  should  ease  you  into  total  peace  of 
ind,  whether  about  the  car  radio,  the  John  Steuart  Curry  painting,  the  Van  Cleef  necklace 
the  Frank  Gehry  beach  house.  Insurance  should  not  be  a  knock-down  slugfest  grudge 
atch  between  you  and  your  insurer,  to  whom  you  have  dutifully  been  sending  premiums 
|r  20  years.  Since  1882,  Chubb  Insurance  has  maintained  a  Tiffany  standard,  showing 
i  at  the  scene  of  the  unpleasantness  with  an  open  checkbook,  empathy  and  no  impertinent 
lestions  asked.  Unless  you  happen  to  reek  of  gasoline  and  there's  a  one-way  airplane 

1  ket  sticking  out  of  your  back  pocket.  Chubb  Insurance;  (908)  903-2000,  www.chubb.com. 


BEST  COFFEE:  KOA  PLANTATION  Saying  you've  had  a  bad  cup  of  Kona  coffee  is  like  saying 
you've  seen  snow  in  the  Caribbean.  This  stuff  is  wonderfully  smooth  and  its  lack  of  a  bitter 
aftertaste  makes  you  think  nothing  of  having  that  second  cup... or  third.  Just  don't  get 
fooled  into  buying  "Kona  blends"  that  sometimes  combine  the  price  tag  of  the  real  thing  with 
less  than  stellar-quality  beans  from  other  sources.  The  genuine  article  is  grown  on  the  Big 
Island,  home  of  volcanic  soil,  high  elevation  and  abundant  morning  sunshine.  For  the 
freshest  coffee  experiences,  order  from  the  Koa  Plantation  in  Captain  Cook;  it's  a  family-run 
operation,  situated  on  the  leeward  side  of  Mauna  Loa,  that  will  ship  its  peaberry,  estate- 
or  prime-grade  beans  to  you  in  half-pound,  pound  or  five-pound  bags  of  "Baba's  Beans."  An 
order  placed  from  the  East  Coast  on  a  recent  Friday  afternoon  arrived  at  its  caffeine- 
deprived  owner's  desk  the  following  Monday  morning  via  priority  FedEx.  Decaf  is  available — 
but  why?  Koa  Plantation;  (808)  328-8803,  www.koacoffee.com. 


BEST  HAMMOCKS:  PAWLEYS  ISLAND  ROPE  HAMMOCKS  No  word 
English  denotes  contentment  like  "hammock,"  and  it  is  sweetly 
ironic,  at  a  time  when  Americans  are  working  harder  than  ever,  to 
know  that  we  still  make  the  world's  best.  Anyone  who  has  spent  a  late 
summer's  afternoon  dozing  in  a  Pawleys  Island  Rope  Hammock  knows 
the  ergonomic  rapture  of  this  delightfully  low-tech  device,  designed 
in  1889  by  Carolina  riverboat  pilot  Joshua  Ward.  Captain  Ward  wanted 
something  more  comfortable  on  those  steamy  Southern  evenings 
than  a  grass-filled  mattress.  His  innovation  was  stretcher  bars  that 
allow  for  knot-free  ropes.  Here  American  ingenuity  and  craftsmanship 
combine  in  a  noble  calling:  sending  you  to  dreamland  with  a 
Huck  Finn  smile.  Pawleys  Island  Hammock  Co.;  (800)  643-3522. 


BEST  PLACE  TO  BE  INCARCERATED:  EGLIN  FEOERAL  PRISON 
CAMP  When  the  prosecutor  produces  the  photographs  of  you 
with  your  big  paw  in  the  cookie  jar,  it  may  be  high  time  to  turn  I 
your  legal  team  and  whisper,  "Eglin?"  Located  along  the  Florid. 
Gulf  coast  in  Ft.  Walton  Beach,  Eglin  Federal  Prison  Camp 
has  long  had  a  five-star  reputation  among  the  Club  Fed  facilities 
Inmates,  mainly  white-collar  types  serving  sentences  of  fewer 
than  ten  years,  have  been  known  to  arrive  carrying  golf  clubs 
and  cell  phones.  There  is,  alas,  no  golf  course,  but  there  is  tennis 
yoga,  boccie,  a  sunbathing  beach  and,  oh,  yes,  there  are  no 
fences.  Lights  out  is  about  tenish. 


BEST  TROPICAL  SPORTSHIRT:  KAMEHAMEHA  GARMENTS  When  we 

were  ten  years  old,  the  Navy  moved  our  family  to  Waikiki.  Before 
we  left,  mother  made  father  and  the  children  matching  shirts 
from  some  seersucker  floral  material  she  found.  We  arrived 
in  Hawaii  and  fooled  no  one.  The  aloha  shirt,  after  all,  was  not 
jles^+t,'       invented  by  mainianders  like  the  great  haole  Harry  Truman,  as 
^^C/4    we  believed,  but  by  a  real  local,  Ellery  Chun,  a  Honolulu  tailor  in 

the  1920s.  For  the  past  65  years  the  Kamehameha  G?rment  Company 
has  been  turning  out  authentic  aloha  shirts  in  that  city — and  still  is.  Kamehameha 
Garment  Company;  (808)  597-1503,  www.kamgarments.com. 


for 


1EST  COBBLER:  JOHNSTON  &  MURPHY  Johnston  & 
mrphy  calls  itself  Shoemaker  to  the  Presidents, 
nee  it  has  made  shoes  for  every  Leader  of  the 
ee  World  since  Millard  Fillmore  in  1850.  In  truth, 
<M  is  Everyman's  Shoemaker,  as  proven  by  the 
yalty  of  generation  after  generation  of  American 
en.  Today,  much  of  the  company's  line  is  manu- 
ctured  abroad;  but  some  top-of-the-line  shoes 
ke  these  $1,000  handmade  cap-toes)  are  still 
oduced  in  Nashville,  Tennessee.  And  in  keeping 
ith  tradition,  a  selection  of  J&M's  finest,  size 
m-and-a-half,  is  on  its  way  to  the  current  occupant 
1600  Pennsylvania  Avenue.  Johnston  &  Murphy; 
;88)  792-3272,  www.johnstonmurphy.com. 


FORBES  FYI  63 


BEST  HOTEL:  THE  JEFFERSON  For  nearly  50  years,  live  alligators  lolled  about  in  the 
Palm  Court  fountains  of  the  Jefferson  Hotel  in  Richmond,  Virginia.  We  don't  believe 
there's  a  Holiday  Inn  that  can  match  that  boast.  The  grand,  273-room  Jefferson  has  been 
around  since  1895,  and  today  is  one  of  only  17  American  hotels  that  claim  both  an  AAA 
Five  Diamond  rating  and  Mobil  Five-Star  status — and  yet  this  grand  old  dame  remains  a 
"best-kept  secret"  of  domestic  travel.  It  worked  for  Scott  and  Zelda;  not  to  mention  all 
those  future  handbags.  The  Jefferson  Hotel;  (800)  424-8014,  www.jefferson-hotel.com. 


Hi 


Many  working 
cowboys,  not  to  mention  more  than  a 
few  movie  stars,  moguls  and  even  heads 

of  state,  tip  their  hats  to  Durango,  Colorado- 
based  O'Farrell  Hat  Company.  O'Farrell  produces  its 
beaver-fur  felt  hats  by  hand,  using  antique  tools  and 
old-world  craftsmanship  to  make  the  sturdiest,  most 
elegant  cowboy  toppers  on  the  market.  A  device  called 
the  "conformateur"  enables  the  fitter  to  make  a  precise 
topographical  map  of  a  person's  pate,  which  is  then 
replicated  in  cedar.  Models  such  as  the  Rode  Hard 
and  (for  the  ladies)  the  Brazen  Hussy  start  at  about 
$500  off  the  rack.  They  stand  up  to  inclement  weather 
and  still  look  handsome  come  dance  time.  O'Farrell 
Hat  Company;  (800)  895-7098,  www.ofarrellhats.com. 

BEST  UNDERAPPRECIATED  JAZZ  MUSICIAN:  ANDY  BISKIN  Clarinetist  Andy  Biskin  has 
been  on  the  New  York  jazz  scene  since  1991,  but  he  didn't  get  his  big  break  until  a  few 
years  ago,  when  he  met  music  impresario  Gunther  Schuller  on  a  Manhattan  elevator.  That 
chance  encounter  led  to  the  recent  release  of  his  first  album,  Dogmental,  a  quirky,  beau- 
tifully composed  set  of  tunes  that  touch  down  all  over  the  musical  map.  "Field  Days" 
sounds  like  classic  Ellington,  while  "Laughing  Stock"  could  accompany  a  frenetic  Tom  & 
Jerry  cartoon.  "Sad  Commentary"  is  a  polka  you  might  actually  like.  Perhaps  Biskin's 
compositions  are  so  varied  because  of  where  he  finds  them.  "There  are  these  little  tunes 
floating  around  in  the  air,"  he  says.  "The  trick  is  to  get  them  down  before  they  disappear." 


EST  PET  PHOTOGRAPHER:  DAVID  SUTTON  One  day  in  1993,  photographer  David 
utton  was  done  early  shooting  a  business  executive  for  a  magazine  assignment 
id  decided  "just  for  kicks"  to  turn  his  lens  on  Zane!,  his  four-month-old  Border  collie/ 
lustralian  cattle  dog.  By  the  end  of  the  roll,  the  photographer  had  realized  his  true 
ailing:  mutt  shots.  Unlike  some  pet  portraitists — including  one  well-known  weimaraner 
litishist — Sutton  neither  dresses  up  nor  poses  his  subjects,  preferring  spontaneous 
|»rab"  shots  and  the  naturally  delightful  visuals  they  produce.  Over  the  years  he's 
rot  hundreds  of  pets — mostly  dogs,  but  also  a  smattering  of  cats,  bunnies,  lizards  and 
ferbils.  Working  exclusively  in  black  and  white,  Sutton  has  operated  from  the  same 
ivanston,  Illinois,  studio  since  1982.  Good  news  for  pet  lovers  elsewhere:  Later  this 
:ar  he  will  take  his  work  on  the  road,  with  an  initial  stop  planned  for  San  Francisco  this 
mmer.  Sutton  Studios;  (847)  328-0346,  www.suttonstudios.com. 


BEST  HIKE:  TALL  TREES  TRAIL  During  your  first  few 
strides  along  the  Tall  Trees  Trail  in  California's  Redwood 
National  Park  you  might  wonder:  What's  the  big  deal? 
It's  only  three  miles  long,  round-trip;  it  has  little  ground- 
level  wildlife  besides  voles  and  banana  slugs;  and 
when  you  look  around,  all  you  see  is  green.  But  tilt  your 
head  heavenward  and  you  get  the  picture.  There — way 
up  there — tower  some  of  the  world's  tallest  trees.  Four  of 
the  top  twelve  coast  redwoods,  to  be  exact,  including 
number  two,  the  366.7-foot  "National  Geographic." 
They  all  sprout  from  the  Tall  Trees  Grove,  a  four-acre 
loop  tucked  behind  protective  mountain  peaks  and 
a  nutrient-rich  bend  in  Redwood  Creek.  Beneath  these 
600-year-old  sequoia  sempervirens  the  forest  floor 
blooms  with  California  laurel  and  a  dazzling  shag  of 
psychedelic  green  ferns.  You  will  find  yourself  speaking 
in  hushed  tones.  After  all,  you're  in  a  cathedral. 
Redwood  National  Park,  Humboldt  and  Del  Norte 
Counties,  CA;  (707)  464-6101,  www.nps.gov/redw/. 


iST  LEATHERGOODS:  MARTIN  DINGMAN  Italy  doesn't  have  a  monopoly  on  fine  leather 
ods,  not  as  long  as  Diamond  City,  Arkansas,  has  Martin  Dingman.  Dingman  spent  years 
a  designer  for  Cole-Haan  before  launching  his  own  company  in  1990.  Now  he  pro- 
ices  handmade  luggage,  wallets,  briefcases  and  gloves  in  distinctive  leathers— veg- 
■able  tanned  calf,  American  deerskin,  Nile  crocodile.  He  also  offers  custom  belts 
rough  hundreds  of  stores  across  the  United  States.  Stop  in  for  a  fitting,  choose  your 
ather  and  hardware  (including  a  selection  of  vintage  buckles)  and  you'll  have  the  perfect 
i  lt  in  four  to  six  weeks.  Martin  Dingman:  (800)  955-2358,  www.martindingman.com. 
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BEST  LEFTOVER  PROTECTION:  TUPPERWARE  Back  in 
the  1930s,  one  Earl  Tupper,  a  New  Hampshire  inventor, 
developed  a  method  for  purifying  a  by-product  of  the 
oil-refining  process  into  a  durable,  flexible,  lightweight, 
nontoxic  material.  During  WWII,  his  discovery  was 
used  in  manufacturing  gas  masks;  after  the  war, 
Tupper  turned  his  genius  to  civilian  uses,  developing 
plastic  containers  ideally  suited  to  protect  food 
from  the  drying  air  in  newfangled  refrigerators.  But 
his  revolutionary  product  hit  retail  outlets  with  a 
thud.  Consumers  just  didn't  comprehend  the  workings 
of  Tupperware's  airtight  seals.  Hence  the  Tupperware 
Party — that  50-year-long,  floating  bash  that  demonstrates 
over  and  over,  these  containers'  centrality  to  potluck 
dinners  and  Tuesday  leftovers.  The  spare,  functional 
elegance  of  Tupperware  has  been  celebrated  by 
museums  and  industrial  design  collections.  To  purchase 
Tupperware,  or — live  a  little — host  a  Tupperware  party, 
call  (888)  919-8099  or  visit  www.tupperware.com. 


It's  located  outside,  atop  the  Stratosphere  Casino  Hotel 

and  Tower,  the  tallest  building  west  of  the  Mississippi,  and  higher  than  the  Eiffel  Tower, 
which  spires  above  the  Las  Vegas  Strip  like  the  Seattle  Space  Needle's  ne'er-do-well 
twin  brother.  Strapped  into  a  seat  with  your  legs  dangling,  the  Big  Shot  rockets  you 
160  feet  up  the  building's  antenna  tower  in  2.5  seconds,  punching  your  gut  with  4  Gs 
of  pressure.  For  a  dizzy  moment  you  hang  100-plus  stories  above  the  lights  of  the 
city,  scanning  the  whole  rumpled  Jello-mold  of  mountains  that  rings  the  plateau.  Then 
you  drop — hitting  zero  G  weightlessness  before  the  first  of  three  bungee-like  bounces. 
Treacherously,  your  shock  ascent  has  been  photographed,  but  you  can  buy  back  the 
evidence:  A  Munch-like  portrait  of  someone  who  resembles  you,  but  in  a  pure,  reptile- 
brain  frenzy  of  twisted  cheeks  and  bulging  eyes.  The  Stratosphere;  (800)  99-TOWER. 
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1  EST  FAST  FOOD:  THE  VARSITY  How  can  you  account  for  a  citywide  addiction?  Why  do 
lese  chili-slaw  dogs,  fried  peach  pies,  frosted  orange  drinks  and  onion  rings— especially 
lose  oily,  salty,  crunchy,  truly  onion-y  rings— inhabit  the  consciousness  of  Atlantans 
ith  such  Pavlovian  urgency?  Founded  in  1928,  the  big  "V"  across  from  the  Georgia  Tech 
ampus  (there  are  five  smaller  sister  operations  elsewhere)  blossomed  into  "The  World's 
argest  Drive-In, "  with  decked  parking  for  600  cars  and  accommodation  for  another  800 
atrons  inside— the  place  sometimes  handles  30,000  customers  on  a  football  Saturday, 
navigating  the  menu  is  easier  if  you  can  savvy  the  place's  insider  lingo.  For  instance, 
iDu'd  "walk  a  naked  steak  with  a  bag  of  rags"  if  you  wanted  a  plain  burger,  to  go,  with 
hips.  The  Varsity;  (404)  881-1706,  www.thevarsity.com. 


BEST  STATE  TO  BE  EXECUTED  IN:  UTAH  Utah  gets  it.  This  is  a  state  that  offers  its 
capital  criminals  the  option  of  going  out  the  old-fashioned  way — by  firing  squad. 
Electrocution  and  lethal  injection,  the  choices  in  most  states,  just  don't  get  the  job 
done  with  the  same  no-nonsense  immediacy  of  a  bunch  of  guys  with  rifles.  (The  chair 
frequently  requires  two  or  more  tries,  and  its  victims  have  a  tendency  to  burst  into 
flames,  while  there's  something  veterinary  and  pathetic  about  lethal  injection.) 
In  no-nonsense  Utah,  they  strap  you  into  a  seat,  put  a  white,  circular  target  over  your 
heart  and  have  five  shooters  with  .30-caliber  rifles  take  you  out  from  20  feet  away. 
If  you're  at  a  loss  for  last  words,  we've  always  been  partial  to  the  final  sentiments  of 
Boer  War  executee  Harry  "The  Breaker"  Morant,  who  cried,  "Shoot  straight,  you 
bastards,  don't  make  a  mess  of  it!" 


lEST  HEADPIECE:  LOUIS  FEDER/JOSEPH 
.EISCHER  Yo,  cueball!  Feeling  a  little 
insitive,  entering  witness  protection 
just  want  to  spiff  up  your  look  topside? 
le  people  you  want  to  see  are  at 
ouis  Feder/Joseph  Fleischer  in  NYC. 

Ind  you've  got  to  actually  see  them, 
ecause,  says  a  spokesman,  "a 

ierson's  hair  needs  are  as  intricate 

rid  individual  as  a  fingerprint." 

Seischer's  should  know:  Since 
917  its  wigs  and  hairpieces 
ave  been  custom-made  by  hand, 

h  premises.  Go  in  for  a  private 
jnsultation,  arranged  by 
Dpointment  only,  and  expect 

!»  pay  $2,000  and  up  for  a 
lan's  hairpiece,  or  $3,200  J£| 
id  up  for  a  full  woman's 
ig.  Louis  Feder/Joseph 
leischer;  (212)  686-7701. 


BEST  POOCH:  ALASKAN  MALAMUTE  The  malamute  is  a  home-grown 
original,  a  native  American  since  the  last  Ice  Age,  when  its  wolflike  ancestors 
were  kept  as  freight  animals  by  early  Inuit  tribes  of  Kotzebue  Sound.  Sturdy 
and  hardworking,  the  dog  was  popular  with  the  prospectors  who  swept  into 
the  region  in  the  19th  century.  Although  not  recognized  by  the  AKC  until 
1935,  the  breed  was  already  famous:  Balto,  a  malamute  sled  dog,  became  the 
hero  of  1925's  Serum  Run  as  a  member  of  the  last  leg  of  a  relay  team  racing 
diphtheria  antitoxin  to  Nome.  A  monument  to  Balto  (and,  fanciers  might  say, 
to  the  breed  in  general)  stands  in  New  York's  Central  Park.  For  information, 
contact  the  Alaskan  Malamute  Club  of  America,  www.AlaskanMalamute.org. 


BEST  REFLECTION:  STEUBEN  The  melting  tank  runs  24/7  at  Steuben, 
churning  a  secret  mix  of  elements,  chemical  compounds  and  sand 
into  some  of  the  world's  most  coveted  lead  crystal.  On  the  shop  floor- 
in  full  view  of  visitors  to  the  wonderful  Corning  Museum  of  Glass  in 
Corning,  New  York — beefy  artisans  use  pool  cue-like  blowpipes  to 
shove  semimolten  glass  through  furnace  "glory  holes."  The  fiery-hot 
glop  is  then  blown,  twirled  and  shaped  into  brilliant  figurines, 
vessels  and  ornamental  designs.  There  are  no  decolorizing  additives 
in  Steuben  crystal,  and  no  defects  or  "seed"  bubbles  in  a  finished 
piece.  What  you  see,  thanks  to  the  crystal's  amazing  refractive 
qualities,  is  a  veritable  light  show  of  rainbows  bouncing  among  the 
inner  walls  of  the  glass.  Steuben;  (800)  424-4240,  www.steuben.com 


'JEST  SUITS:  OXXFORD  CLOTHES  Oxxford  still  makes  its 
i  uits  largely  by  hand  in  the  Chicago  workrooms  the 
^ompany  opened  in  1916.  Pattern  pieces  are  individually 
ut  from  one  piece  of  fabric;  silk  thread  is  used 
it  stress  points,  for  elasticity;  and  collars,  lapels  and 
>uttonholes  are  all  shaped  and  finished  by  hand. 
Mention  to  detail  comes  at  a  price,  of  course— from 
'51,995  to  $10,000,  depending  on  fabric  and  whether 
ou  buy  off-the-rack  or  have  your  suits  custom-made. 
Jut  while  the  new  casual  workplace  has  sent  some 
uitmakers  into  a  tailspin,  Oxxford  is  not  only  still 
elevant,  but  topical:  G.W.  Bush  chose  an  Oxxford  suit  for 
lis  inauguration.  Oxxford  Clothes;  (212)  593-0204. 


BEST  DOUGHNUTS:  STAN'S  DONUTS  He's  been  repeatedly  approached  to 
franchise,  but  after  36  years  in  business,  Stan  Berman's  staying  with  his  one  shop 
in  Westwood,  CA.  Stan's  makes,  at  last  count,  50  different  kinds  of  doughnuts — 
the  kind  that  slide  down  your  throat  before  you  can  reconsider  your  gluttony. 
There's  nothing  like  a  big  slurp  of  a  Reese's  Peanut  Butter  Pocket  to  soothe  those 
taste  buds.  Or  opt  for  the  more  familiar-tasting  apple  crunch  fritter  or  chocolate 
cinnamon  cheese  Danish — all  of  which  are  $1.25  or  less  and  can  be  ordered 
at  (310)  208-8660.  Oh,  and  they're  huge.  Wipe  your  chin,  dear. 


I  ^     «S>  ijr  >-~  ^ 


BEST  LUXE:  TIFFANY  &  CO.  Holly  Golightly  breakfasted  here,  at  least  according  to 
Truman  Capote.  (And  by  the  way,  it's  Tiffany,  not  Tiffany's.)  Marilyn  Monroe  sang 
breathily  of  its  charms,  and  shoppers  still  stream  daily  through  the  doors  of  Tiffany  &  Co. 
New  York,  and,  now,  over  100  stores  around  the  globe.  What  they  find  is  America's 
best  selection  of  jewelry,  silver,  stationery  and,  of  course,  the  famous  six-pronged 
diamond  engagement  ring.  It's  been  a  standard  since  its  introduction  in  1886,  and  the 
main  draw  for  generations  of  dry-mouthed  young  couples  standing  side-by-side  at 
the  store's  glass  cases,  weighing  their  options,  their  wallets  and  their  affections.  Tiffany 
&  Co.;  (800)  526-0649,  www.tiffany.com. 


BEST  AFTERNOON  OF  BASEBALL:  THE  SONOMA  COUNTY  CRUSHERS  The 
afternoon  breeze  pulls  the  smoke  from  mesquite-grilling  tip  steaks  across  the  grandstand 
like  a  beckoning  cartoon  finger.  There's  a  benevolent  sun  in  a  powder-blue  Northern 
California  summer  sky.  You  are  sitting  so  close  to  home  plate  that  the  crack  of  an  arcing 
bat  catching  hold  of  a  fastball  jars  your  fillings.  A  Crushers'  baseball  game  will 
engage  all  your  senses,  including  the  sense  of  humor.  There  are  goofy  promotions 
between  innings  (little  kids  racing  down  the  baseline  in  giant  inner  tubes  to  plug  a  local 
doughnut  shop,  for  instance),  presided  over  by  the  Abominable  Sonoman,  a  hideous 
comic  mascot  with  huge,  purple  grape-crusher's  feet.  Thjs  is  Wine  Country's  home  team, 
after  all,  with  the  best  carte  de  vin  in  baseball  to  prove  it.  Crushers  tickets:  Rohnert 
Park,  CA;  (707)-588-8300,  www.crushersbaseball.com. 


BEST  WINE  WIZARD:  PAUL  DRAPER  With  his  longish,  silvering  hair  and 
goatee,  his  flannel  shirts  and  a  Zen-calm  demeanor,  Paul  Draper 
seems  more  like  a  refugee  from  a  Joan  Baez  sing-along  than  America's 
great  maverick  winemaker.  From  Ridge  Vineyards'  mountaintop  hideaway 
above  Silicon  Valley,  Draper  has  pursued  his  own 
sion  of  the  California  wine  revolution  since  1969. 
er  makes  wine  like  a  French  hick,  using  native 
ts,  natural  fermentations  and  minimal  filtration, 
ting  out  old  vines  and  special  microclimate  plots, 
fJFaper  has  turned  grapes  like  Zinfandel  and  Petite  Sirah 
into  collector's  gems.  Ridge's  own  Monte  Bello  vineyard 
produces  arguably  the  continent's  greatest  Cabernet  Sauvignon 
blend.  Ridge  Vineyards;  (408)  867-3233,  www.ridgewine.com. 


BEST  TOILET  ROLL:  CHARMIN  It's  not 
a  job  you  can  delegate  to  a  junior  vice 
president.  You  can't  task  an  assistant 
or  call  a  service  to  do  it  for  a  fee.  No, 
this  one's  all  yours,  chief.  But  it  should 
come  as  a  comfort — literally — to  know 
that  among  the  300-some 
household  products 
distributed  by  Procter  & 
Gamble,  none  is  better 
engineered  for  its 
specific  purpose  than 
Charmin  toilet 
tissue.  And  that's 
the  bottom  line. 


c  t  r 


BEST  SPEEDBOAT:  HACKER  RUNABOUT  The  Hacker  has  been  called  "the  Steinway 
of  Runabouts."  Each  boat  is  handmade  from  Honduras  mahagony  with  the  same  care— 
and  10  to  12  coats  of  varnish.  There  are  few  original  Hackers  left  from  the  1920s, 
but  Hacker,  in  Silver  Bay,  New  York,  on  Lake  George  still  turns  out  about  45  boats  a 
year  made  to  the  old  specs.  (They  are,  in  fact,  built  better  these  days.)  A  20-foot, 
double  cockpit  boat  will  run  about  $53,000;  a  38-footer  can  cost  up  to  $140,000. 
You  can  buy  a  cheaper  boat,  but  there's  no  substitute  for  this  craftsmanship,  or  for 
this  kind  of  class.  Hacker  Boat  Company;  (518)  543-6666,  www.hackerboatco.com. 


BEST  BLUE  JEANS:  LEVI'S  VINTAGE  CLOTHING  Old  blue  jeans  never  die,  they  just 
fray  away.  But  now  Levi's  is  resurrecting  the  past.  From  its  128-year-old  design  archives, 
Levi's  is  reissuing  a  collection  of  historical  jeans,  including  replicas  of  the  first  copper- 
riveted  501s,  circa  1873,  and  these  WWII-era  pants  that,  in  compliance  with  wartime 
restrictions  on  unnecessary  stitching,  had  the  double-arc  trademark  painted,  not  sewn,  on 
the  back  pocket.  Dubbed  Levi's  Vintage  Clothing,  and  re-created  in  the  company's 
oldest  factories  in  San  Francisco,  these  garments  accomplish  a  rare  thing— 

i  appealing  to  connoisseurs  and  kids  alike,  they  bridge  the  generation  gap. 
Levi's  Vintage  Clothing;  (212)  219-0994,  www.vintage.levi.com. 


BEST  AMERICAN  COUTURIER:  MAGGIE  NORRIS  Maggie  Norris  is  a 
rara  avis:  an  American,  with  an  authentically  American  sensibility, 
who  produces  bona  fide  haute  couture.  The  elegance  and  flattering 
femininity  of  the  equestrienne-inspired  evening  ensembles  in  her 
first  collection  arise  from  her  passion  for  horseback  riding,  and  from 
15  years  of  designing  Ralph  Lauren's  collection  for  women.  One 
typical  Norris  touch:  She  silk-screens  the  client's  name  along  with 
lyrical  phrases  of  her  own  composition  onto  grosgrain  ribbon 
seam  bindings.  Prices  range  from  $6,000  to  $60,000.  By  appointment 
only,  at  Bergdorf  Goodman  New  York,  (212)  872-8957. 


BEST  PRIVATE  AIRPLANE:  CIRRUS  DESIGN  Visit  any  small  airport  and  you  will 
see  private  planes  a  lot  like  the  Songbird  that  TV  hero  Sky  King  flew  back  in  the 
1950s.  Since  then,  most  innovation  in  civilian  airplanes  has  been  at  the  Boeing 
or  Gulfstream  level.  Then  the  Klapmeier  brothers,  Alan  and  Dale,  built  the 
first  genuinely  new  planes  in  the  sky  in  many  years.  Their  Cirrus  Design  SR20 
and  SR22  cost  half  as  much  as  comparable  airplanes  and  feel  like  Lexuses  insid 
with  controls  simplified,  Macintosh-style.  Most  radical  of  all,  a  Cirrus  comes 
with  a  giant  parachute,  which  pops  out  in  an  emergency  to  lower  the  whole  plane 
to  the  ground.  Cirrus  Design;  (218)  727-2737,  www.cirrusdesign.com. 


BEST  RIFLE:  WINCHESTER  MODEL  94  The  Winchester  Model  94  is 
sublimely  a  cowboy  rifle.  Some  five  and  a  half  million  have  been 
manufactured,  and  can  be  seen  hanging  in  the  rear  window  of  countless 
pickups  from  sea  to  shining  sea.  The  94  is  a  repeater,  designed 
in  1895  by  the  legendary  John  Moses  Browning.  The  mechanics  are 
simple  and  dependable,  and  few  94s  ever  require  the  attentions 
of  a  gunsmith.  The  rifle  was  made  for  hard  use  and  never  meant  for 
the  world  of  hot,  flat  shooting  loads  and  precision  optics.  The  vast 
majority  were  chambered  for  the  classic  30-30  ammunition,  which  has 
killed  more  white-tailed  deer  than  any  round  in  history,  and  most 
hunters  aimed  through  iron  sights.  The  94  may  be  the  best  demonstra- 
tion ever  that  a  gun  is  fundamentally  a  tool,  www.winchester-guns.com. 


BEST  SPORTS  FABRIC:  POLARTEC  Back  in  the  hairy-chested  olden  days,  outdoor  types 
wore  wool — warm,  sure,  but  also  heavy,  itchy,  soggy  and  prone  to  mildew  after  a  few 
days  balled  up  in  a  knapsack.  Then,  in  the  early  1980s,  Maiden  Mills  in  Massachusetts 
introduced  Polartec  fleece,  and  alfresco  adventure  got  comfy.  A  lightweight  synthetic 
knit  fiber,  Polartec  is  best  known  for  its  ability  to  wick  moisture  away  from  the  skin  and 
its  high  warmth-to-weight  ratio,  so  there's  no  more  shivering  in  a  damp  cotton  T-shirt 
after  pumping  your  bike  up  Dead  Man's  Hill.  Nowadays  the  Polartec  line  has  grown  to 
more  than  150  fabrics  that  can  alternately  warm,  cool,  dry,  insulate,  breathe,  block  wind 
and  rain,  keep  you  smelling  like  springtime  and  even  radiate  heat  with  battery  power. 
Polartec,  from  Maiden  Mills,  Lawrence,  MA;  www.polartec.com. 


BEST  TAKE-OUT:  THE  IMPROMPTU  GOURMET  Is  there  any  reason  to  leave  home  these 
days?  The  Impromptu  Gourmet  now  provides  another  disincentive,  turning  couch  potatoes 
into  pommes  de  terre:  The  seven-month-old  company  will  overnight  dinners  from  five 
top  New  York  restaurants:  Vong,  Aureole,  Union  Square  Cafe,  Xaviars  and  Park  Avenue 
Cafe.  A  typical  dinner  box  ($50  for  two,  including  shipping)  contains  ingredients  in 
vacuum-packed  bags  lettered  according  to  the  preparation  instructions  on  the  box 
(i.e.,  "Boil  package  A").  One  no-brainer,  Vong's  lemongrass  chicken,  is  served  on  a  bed 
of  Chinese  longbeans  and  has  a  side  of  aromatic  rice  wrapped  in  a  banana  leaf — just 
like  you'd  make  it  at  home.  The  meals  take  under  half  an  hour  to  prepare.  The  Impromptu 
Gourmet;  (866)  467-7662,  www.impromptugourmet.com. 
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IEST  GOLF  RESORT:  AMERICAN  CLUB  Herb  Kohler,  the  golf-loving  CEO  of  the  Kohler 
lompany  (you  may  be  sitting  on  one  of  it's  products  as  you  read  this),  is  dead  serious  about 
reating  course  designs  that  are  turning  the  AAA  Five  Diamond  Award  American  Club  in 
kohler,  Wisconsin,  into  a  golfer's  paradise.  Challenge  your  wits  on  the  mighty  River  Course, 
ne  of  the  resort's  four  18-hole  layouts.  The  River  is  never  grueling  yet  never  relenting.  From 
he  bluff-top  tees  on  the  8th  hole,  Hell's  Gate,  to  the  blind  shot  on  the  appropriately  named 
Hind  Alley  14th,  to  the  many  lazy  river  bends  that  beg  you  to  drop 
our  club  and  grab  a  fishing  pole,  this  is  a  tranquil  place  that 
alls  for  concentration  and  skill.  The  abundance  of  nature  and  fine 
lidwestern  air  conspire  to  make  you  want  to  hit  drives  like  a  lum- 
erjack  on  this  Pete  Dye  classic.  American  Club;  (800)  344-2838. 


to  I 


BEST  COUNTRY  HONKY-TONK:  GRUENE  HALL 

Nowhere  does  the  sweat-popping  dance-hall  tradition 
thrive  like  in  the  Texas  hill  country,  where  New 
Braunfels'  Gruene  Hall  hosts  guests  in  search  of — 
among  other  things — good  music,  Shiner  Bock  and  th 
two-step.  "Texas'  oldest  dance  hall"  was  built  as  a 
social  center  in  1878;  since  then,  it's  hosted  badger 
fights,  town  meetings  and  such  legendary  musicians  a 
George  Strait,  Lyle  Lovett,  Ernest  Tubb  and  Joe  Ely, 
who  fronted  a  de  facto  house  band  in  the  early  '80s 
If  no  one's  playing  live,  mosey  over  to  the  outdoor  bee 
garden  and  listen  to  the  booming  sound  system. 
This  place  is  so  Texan,  Nolan  Ryan  had  his  50th 
birthday  party  here.  Check  out  the  rockin'  cows  (and 
the  driving  directions)  at  www.gruenehall.com. 


BEST  BICYCLES:  MERLIN  Never  again  will  you  flirt  with  a  cardiac  event 
while  carrying  your  bike  upstairs.  Truly  the  wizard  of  the  biking  industry 
Chattanooga,  Tennessee-based  Merlin  Metalworks  offers  the  Extralight, 
a  titanium  road  bike  that's  set  the  standard  for  racing  nuts  and  casual 
enthusiasts  alike.  It  also  features  the  revered  Campagnolo  Record  groupse 
$5,600;  www.merlinbike.com,  for  a  retailer  near  you. 
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JEST  SHEATH  KNIFE:  RANDALL  Bo  Randall  began  making  knives  in  1938,  taking  auto- 
nobile  springs  that  he  fired,  forged,  rough-ground  and  tempered,  using  tools  and 
echniques  that  were  centuries  old  and  that  still  make  a  better-edged  instrument  than  any 
actory  could  produce.  More  aesthetically  beautiful.  More  lethal.  During  World  War  II, 
i  man  asked  Randall  to  make  him  a  knife,  and  word  got  around:  After  the  war,  sportsmen 
ined  up  to  order  them.  During  Vietnam,  when  Randalls  were  back-ordered  two  and 
i  half  years,  some  were  made  with  imported  blades  for  quick  delivery  to  men  overseas. 
>ince  then,  all  Randalls  have  been  handmade  and,  while  you  can  get  them 
n  stainless,  most  are  forged  from  high  carbon  steel  that  takes  both  color  and  an 
:dge  and  seems,  somehow,  alive.  They're  still  over  two  and  a  half  years  till 
lelivery.  Randall  Knives;  (407)  855-8075,  www.randallknives.com. 
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BEST  SELF-BEAUTIFICATION:  KIEHL'S  SINCE  1851 
Walk  by  the  Kiehl's  store  in  lower  Manhattan  and  you're 
likely  to  glimpse  a  horde  of  beauty-product-starved 
clients  (of  both  genders)  arm  wrestling  for  the  last  bottle 
of  Creme  with  Silk  Groom.  Okay,  we  may  be  exaggerating, 
but  we  don't  underestimate  the  cult  devotion  these 
products  inspire.  The  company's  retail  store  has  occupied 
the  same  space  for  150  years,  and  though  it  was 
recently  purchased  by  L'Oreal,  Kiehl's  still  boasts 
old-style,  no-frills  packaging  (imagine,  directions  that 
make  sense)  that  lets  you  feel  as  though  you're  just 
paying  for  the  stuff  in  the  bottle — albeit  paying  hand- 
somely, to  be  sure.  Kiehl's;  (800)  KIEHLS1. 


:ST  YACHTS:  HINCKLEY  Americans  have  been  building  boats  since 
fore  the  Puritans  ran  aground,  and  Yankees  have  been  at  it  the 
ngest,  so  it's  fitting  that  America's  finest  yachts  are  made  on  Mount 
jsert  Island  in  Maine  by  the  Hinckley  Company.  These  are  the 
nd  of  pleasure  vessels  that  Katharine  Hepburn  called  "yar"— WASP- 
ieak  for  "the  real  thing."  You  could  sail  one  of  these  beauties 
to  any  Riviera  harbor  crowded  with  Euro-billionaire  mega-yachts 
id  feel  like  you  owned  the  place.  The  Bermuda  40,  first  built 
1960,  remains  its  signature,  but  its  Picnic  Boat,  a  36-foot  civilian 
rsion  of  a  Maine  lobster  boat  that  draws  only  18  inches,  is 
st  becoming  a  new  American  classic.  The  Hinckley  Company; 
07)  244-5531,  www.hinckleyyachts.com. 


BEST  SEAFOOD:  WOODMAN'S  OF  ESSEX  This  is  how  you  will  know  you  are  having 
the  summer's  most  perfect  moment:  You  will  be  walking  to  your  table  at  Woodman's  in 
Essex,  Massachusetts,  in  your  damp  trunks  and  flip-flops.  The  place  is  packed,  and  filled 
with  laughter  and  the  sound  of  crashing  pots  and  pans.  Piled  high  on  your  teetering 
tray  is  your  family's  dinner— they're  waiting! — plates  of  steamers  and  sandy  chowder  and 
lobster  rolls.  There  are  heavenly  fried  clams  and — 
"Kids,  sit  down!" — onion  rings  and  coleslaw  and, 
for  you  and  your  lovely,  sunburned  wife,  plastic 
cups  of  ice-cold  draft  Bud.  Enjoy  the  moment — ten 
minutes  later,  every  bite  will  be  gone.  Woodman's; 
(800)  649-1773,  www.woodmans.com. 
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BEST  ANTIDEPRESSANT:  SHAKE  YOUR  GROOVE  THING  Wellbutrin?  Prozac?  Zoloft? 
Get  a  clue,  Stu.  Recent  studies,  conducted  exclusively  for  FYI,  have  shown  that  disco,  an 
overlooked  folk  remedy  of  the  1970s,  is  more  effective  than  most  modern  medications. 
"Love  Rollercoaster,"  by  The  Ohio  Players,  for  example,  was  shown  to  relieve  stress 
30%  faster  than  selective  serotonin  reuptake  inhibitors,  while  A  Taste  of  Honey's  "Boogie 
Oogie  Oogie"  is  better  overall  against  free-floating  anxiety  than  MAOIs.  An  extensive 
course  of  treatment  costs  no  more  than  a  Sister  Sledge  CD  compilation  ordered  from 
late-night  TV — plus  a  pair  of  platform  shoes. 


— i 


BEST  AUTOMOBILE:  LINCOLN  TOWN  CAR  Could 
there  be  a  more  welcoming  sight  after  a  15-hour 
flight  home  from  Hong  Kong  than  a  Lincoln  Town 
Car  idling  at  the  curb  outside  the  hell  that  is 
baggage  claim?  The  driver  waits.  It  is  your  survival 
pod,  your  personal  sedan  chair.  Livery  Lincolns 
come  in  the  Executive  and  Signature  series,  and  this 
year  the  company  introduces  the  Cartier  L,  which 
provides  heated  rear  seats  and  an  additional  six  inches 
of  rear  legroom.  www.lincolnvehicles.com/towncar. 
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BEST  PORK  OUT:  DREAMLAND  BARBECUE  You  can  have 
anything  you  want  to  eat  at  Tuscaloosa's  original 
Dreamland  Bar-B-Que,  as  long  as  it's  ribs— by  the  slab  or 
half-slab.  This  ain't  fork  food.  You  don't  so  much  eat  a 
sauce-slathered  rack  of  Dreamland  ribs  as  merge  with 
it — most  of  it  goes  on  the  inside,  lots  of  it  stays  outside. 
The  one  unbendable  house  rule  regarding  dining  decorum 
is  spelled  out  on  a  plastic  sign:  No  Farting.  John  "Big 
Daddy"  Bishop  built  the  place  by  hand  in  1958,  and  it 
shows.  New  locations  around  Alabama  and  in  Atlanta  may 
feel  slick;  the  original  retains  its  cinder-block  and  tar- 
paper,  home-carpentered  integrity.  Dreamland's  ribs  are 
known  to  be  slow-cooked  over  hickory  coals  in  stone  pits 
out  back,  but  the  formula  for  the  tangy,  vinegary  sauce 
remains  classified.  One  rumor  has  it  that  moonshine  is  or 
was  among  the  secret  ingredients;  the  Bishops  just  aren't 
saying.  Order  for  yourself  from  www.dreamlandbbq.com. 


EST  BEEFSTEAK:  CHICAGO  CHOP  HOUSE  At  one  of  the  better  tables  here,  you  dine 
neath  a  framed  black-and-white  photograph  of  Frank  Nitti.  It  is  not  a  joke.  A  joke,  here, 
ould  be  a  martini  that  comes  in  some  kind  of  neon  color.  A  martini,  like  a  gangster, 
l|i  not  to  be  mocked.  It  is  clear  liquid  in  a  cocktail  glass  of  modest  size.  Always  has  been. 

ihe  waiters,  likewise,  are  authentic.  They  do  not  introduce  themselves  and  launch  into 
soliloquy  about  how  they  will  be  "assisting"  you  tonight;  they  bring  the  wine  and  the 

liod  unobtrusively  to  your  table.  If  you  like  trophy  steaks,  order  the  64  oz.  porterhouse. 

lut  the  best  bet  is  the  New  York  strip,  which  tastes  like  steak  did  back  when  Chicago 
ill  had  stockyards,  gangsters  and  larger-than-life  character.  Cigar  smoking  is,  of  course, 

ormitted  at  tables  in  the  bar,  and  you  will  be  looked  at  like  you  are  a  fool  if  you  ask 

Emission.  Chicago  Chop  House;  (800)  229-2356. 


SPECIAL   ADVERTISING  SECTION 
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he  perfect  toast  is  hard  to  describe,  but  you  know 
one  when  you  hear  it:  a  few  unforgettable  lines,  often 
witty,  lofty  or  poetic,  that  are  spoken  from  the  heart. 


Whether  you're  sipping  a  snifter  of  Jack  Daniel's  Single 
Barrel  whiskey,  a  glass  of  champagne,  wine  or  even  sparkling 
water,  a  toast  is  a  unique  opportunity  to  express  friendship, 
admiration,  gratitude  or  good  wishes.  Done  with  thought,  a 
good  toast  may  inspire  a  laugh  or  a  sigh  and  surely  raise  spir- 
its. For  casual  gatherings,  a  spontaneous  "cheers"  may  suf- 
fice, but  when  a  formal  toast  is  proposed,  things  can  unravel 
quickly.  In  the  hands  of  a  novice,  what  should  be  a  20-word 
sentiment  becomes  a  stammering,  20-minute  ramble. 

We'd  like  to  correct  things,  especially  since  —  in  our  minds 
—  the  toast  is  one  of  civilization's  vital  elements.  The  ancient 
Greeks  knew  as  much,  and  they  began  the  practice  of  raising 
a  glass  and  saying,  "To  your  health."  (It  was  a  way  of  assuring 
visiting  dignitaries  their  wine  wasn't  poisoned.)  The  ancient 
Romans  took  this  a  step  further  by  tossing  in  a  bit  of  charred 
bread  —  that  would  be  toast  to  us  —  to  mellow  the  flavor  of 
their  wine;  hence,  the  name.  With  the  march  of  time,  we've 
come  up  with  any  number  of  festive  occasions  perfect  for  a  toast, 
from  awards  banquets  to  corporate  events,  weddings,  birth- 
days and  reunions.  Since  we're  experts  at  distilling  at  Jack 
Daniel's,  we've  distilled  the  art  of  toasting  to  a  simple  formula: 


Jack  Daniel's  A 

The  Art  of  Making  J\ 

Memorabl 
Toast 


*  Keep  it  light.  "Don't  try  to  put  information  in  a  toast;  it's 
not  the  moment  to  educate  people,"  says  John  Barrett,  the  j 
"whiskey  professor"  at  the  Jack  Daniel  Distillery  in  Lynch- 
burg, Tennessee,  who  has  witnessed  countless  toasts.  "It 
should  have  an  element  of  fun  to  it."  With  toasts,  witty  is 
welcome,  embarrassing  cracks  or  inside  jokes  are  not.  An 
amusing  anecdote  works,  as  long  as  everyone  can  enjoy  it. 

*  Match  the  occasion.  Is  everyone  wearing  jeans  and  T  shirts, 
or  are  they  clad  in  gowns  and  tuxedos?  Is  this  a  wedding  or 
a  funeral?  The  tone  of  your  words  should  reflect  the  event. 
And  rememoer,  this  is  a  toast,  not  a  roast.  "It's  a  chance  for 
everyone,  especially  the  honoree,  to  feel  good,"  says  Barrett.  I 

*  Keep  it  brief.  Resist  verbosity,  or  the  crowd  will  likely  start 
sipping  —  or  snoozing  —  long  before  you're  through.  Some  of 
the  most  evocative  sentiments  are  just  a  few  lines  long. 

*  Be  prepared.  If  tapped  to  give  a  toast  for  an  upcoming 
occasion,  don't  rely  on  last-minute  inspiration.  Craft  your] 
toast  in  advance,  and  for  the  smoothest  delivery,  memorize 
it  and  rehearse  before  a  mirror,  your  kids,  even  the  dog. 

When  the  moment  arrives,  all  eyes  will  be  on  you,  so  stand 
up  and  be  charming.  With  glass  in  hand,  deliver  the  toast; 
when  you're  done  speaking,  raise  your  glass  toward  the  hon- 
oree and  take  a  sip.  Then  sit  down  and  hush.  A  note  of  eti- 
quette to  the  person  on  the  receiving  end:  Humility  demands 
that  you  do  not  drink  to  yourself.  Instead,  smile  and  say  thank 
you.  Then,  if  you  like,  return  the  compliment  with  a  brief  toast 
of  your  own.  This  is  your  chance  to  take  a  sip. 

As  for  what  to  say,  keep  an  eye  out  for  quotable  phrases 
while  you're  reading  books,  poems  and  speeches:  that's 
what  the  masters  do.  If  you  do  get  stuck  for  words,  you  can 
always  borrow  our  favorite  toast  here  in  Lynchburg: 

"Here's  to  Uncle  Jack  .  .  .  150  years  old  and  still  out  in 
the  bars  every  night."  ■ 


jfldn't  a  whole  barrel  of  Tennessee  Whiskey  make  a  great  gift  to  a  good  friend  or  customer?  If  you  agree,  call  us  at  1-888-551-5225. 


OLKS  LIKE  1ACK  DANIELS  SINGLE  BARREL 

I)  MUCH  WE'VE  DECIDED  TO  MAKE  IT  AVAILABLE  BY  THE  BARREL. 


S:h  barrel  of  Jack  Daniel's  Single  Barrel  is  hand-selected  during  aging  by  our  head  distiller 
I  rareness  and  taste.  Just  one  of  our  white  oak  barrels  yields  approximately  240  bottles 
:our  newest  Tennessee  Whiskey.  So,  no  matter  how  big  a  drinker  you  are, 
i  vill  definitely  hold  you  awhile.  Of  course,  getting  one  of  these  400-pound 
I  rels  into  your  hometown  will  take  some  doing.  But  if  you're  interested, 
n:  write  our  head  distiller  here,  Jimmy  Bedford.  He'll  even  put  your  name 
Blithe  barrel  if  you'd  like. 

JACK    DANIEL'S   SINGLE  BARREL 

Your  friends  at  jack  Daniel's  remind  you  to  drink  responsibly . 

Tennessee  Whiskey  •  47%  alcohol  by  volume  (94  proof)  •  Distilled  and  Bottled  by 
1  Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop.  361),  Tennessee  37352  •  www.jdsinglebarrel.com 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government 
JACK  DANIEL'S  and  OLD  NO.  7  are  registered  trademarks  of  Jack  Daniel's.  ©2001. 
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Breast  cancer  is  the  most  common  form  of  cancer  foun 
women  today.  Each  year,  approximately  180,000  new  cases 
diagnosed  in  the  United  States.  Someone  you  know  may  be  affec 
We  cannot  rest  until  we  win  the  battle  against  breast  can 


85%  of  your  contribution  will  go  directly  to  breast  cancer  research.  To  make  a  donation,  call  toll-free 
1 -866-FIND-A-CURE,  or  visit  us  at  www.bcrfcure.org  and  make  a  donation  through  our  secure  server. 
By  mail  return  the  coupon  below  with  your  check  or  money  order  payable  to  The  Breast  Cancer  Research  Foundation 

Box  9236  GPO,  New  York,  NY  10087-9236. 
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Assoc.  IREM  Institute  of  Real  Estate  Mgmt  Kirk  and  Hill  Lynmar  Racquet  Club  Norvell  Simpson  Center  Picnic  Basket  Pikes  Peak  Community  Action  Agency  Stein  Mart  Susan  Helmich 
Goldsmith  Gallery  TerraVerde  The  Gazette  The  Independent  The  Olive  Branch  Twin  Peaks  Theatre  Denver  Accenture  Agrium  U.S.  Inc.  American  Century  Investments  Arthur 
Andersen  AT&T  Broadband  Becky  Sigley  Colorado  Convention  Center/SMG  Coors  Brewing  Company  CSG  Systems  Inc.  DainRauscher  Daniels  &  Associates  Eccentricity  Frednck 
Ross  Co.  The  Garment  District  Hoffman  Agency  IMR  Jones  International  L'Occitane  LePrino  Foods  Lucent  Technologies  Merrill  Lynch  -  Meridian  Center  Nordstrom 
PriceWaterhouseCoopers  Carl  &  Kathy  Polhemus  Showtime  Networks  Spectralink  Corporation  TIAA-CREF  Wagner  Investment  Management  CONNECTICUT  Hartford  Arthur 
Andersen  CBIA  •  Connecticut  Business  &  Industry  Assoc  Day.  Berry  &  Howard  LLP  Etna  Infinity  Broadcasting  Stackpole  Moore  Mid-Fairfield  County  Arthur  Anderson.Stamtord 
Bayer  Corporation.  W.  Haven  Citibank,  Norwalk  Couleur  Provence.  Danen  DeWolfe  Realtors.  Trumbull  Eileen  Fisher.  Westport  General  Electric  Company.  Fairfield  Greenwich  Capital 
Market  News  America  Marketing,  NY  Quebecor  World,  Greenwich  Sacred  Heart  University.  Fairfield  Scholastic.  Danbury  Solomon  Smith  Barney,  Westport  Team.  Inc.  Derby  The 
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Raising  dead  planes;  the  allure  of  the  deep;  and  more 


IVlOVinE?  PiCtlirGS    ^ENS  QF  VINYL:  The  Alluring  Ladies  of  Vintage 


Album  Covers,  by  Benjamin  Darling;  Chronicle  Books;  $14.9. 

In  this  new  book,  Benjamin  the  looks  on  some  of  these  women's  "Warm  and  Willing,"  Herb  Alpert': 

Darling  pays  tribute  to  the  faces  could  make  an  MTV  executive  "Whipped  Cream  and  Othe: 

album  cover  pinup  girls  of  the  blush,  and  if  you  thought  Sisqo's  Delights,"  Lynn  Robinson's  "Hov 

1950s  and  early  '60s.  As  wholesome  "Thong  Song"  was  pushing  the  Far  Can  I  Go?"  or  April  Stevens's 

as  those  years  may  seem  to  us  today,  envelope,  try  Norrie  Paramor's  "Teach  Me  Tiger!"  Rrrroooowwwrrt 
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ReqUired   RPrlCling    HUNTING  WARBIRDS:  The  Obsessive  Quest  for  the 


Lost  Aircraft  of  World  War  II,  by  Carl  Hoffman;  Ballantine;  $24 


s 


ince  the  release  of  Jon 
Krakauer's  Into  Thin  Air  in 
1997,  a  torrent  of  books  has 
I  oeen  published  about  people  who  do 
irazy  things  in  cold  places.  Hunting 
\Warbirds  is  such  a  book,  with  one 
1  lifference:  The  people  it  describes 
|.re  after  more  than  mere  death- 
1  jkirting  adventure.  They're  after 
treasure  in  the  form  of  crashed 
World  War  II  airplanes,  and  journey 
no  the  bitter  edges  of  the  earth  to 
tjalvage  them.  It  is  a  ripping  story, 
1  nd  a  fascinating  introduction  to  an 
Ijmlikely  obsession. 

There  used  to  be  hundreds  of 
Jlhousands  of  these  warbirds,  of 
Ijjourse.  Planes  like  the  P-38  Light- 
|| ing,  P-51  Mustang  and  B-17  Flying 
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rortress  rolled  off  the  wartime 
ssembly  lines  in  prodigious  num- 
ers.  But  when  the  fighting  stopped, 
lie  suddenly  obsolete  birds  were 
jumped  by  the  military  off  cliffs  and 
Krcraft  carriers,  poured  into  land- 
11s,  sold  for  scrap  or  used  for  target 
Iractice.  Today,  there  are  more  peo- 


The 
Lost 


pie  who  have  summited  Mt. 
Everest  than  own  all  the 
B-29S,  B-17S  and  B-25S  com- 
bined. The  best — in  fact, 
the  only — way  to  get  more 
is  to  salvage  planes  that  dis- 
appeared half  a  century  ago. 

The  backbone  of  Hunt- 
ing Warbirds  is  the  story  of 
the  Kee  Bird,  a  B-29  Super- 
fortress that  belly-landed 
alongside  a  frozen  lake  in 
northern  Greenland  in  1947. 
It  sat  virtually  untouched 
in  that  arctic  desert  until 
1993,  when  a  small  group 
of  salvagers  led  by  Gary 
Larkins  and  Darryl  Green- 
amyer  went  there  to  try  and 
reclaim  it.  To  their  joy,  the 
plane  was  eerily  well-pre- 
served, freeze-dried  without 
a  flake  of  peeling  paint  or  a 
spot  of  corrosion.  When 
they  jacked  it  up  and  cranked  down 
the  landing  gear,  the  tires  were 
still  full  of  air.  Most  astounding  of 
all,  a  little  coaxing  got  one  of  the 
engines  to  cough,  jerk  and  roar 
to  life.  Larkins  and  Greenamyer 
decided  not  just  to  salvage  the  Kee 
Bird  but  to  fly  it  home. 

Hoffman  recounts  the  Kee  Bird's 
amazing  rehabilitation  from  frozen 
relic  to  flying  machine.  Greenamyer 
and  his  men  returned  to  the  site  in 
the  summer  of  1994,  equipped  with 
four  working  B-29  engines,  four  sets 
of  Hamilton-Standard  propellers,  a 
John  Deere  bulldozer,  a  small  crane 
and  9,000  gallons  of  1940s  high- 
lead,  130-octane  aviation  fuel.  What 
they  were  attempting  would  be  dif- 
ficult in  a  warm  hanger,  but  in  the 
rain,  snow  and  screaming  wind  of 
a  northern  Greenland  summer,  1,147 
miles  above  the  Arctic  Circle,  it  was 
murder.  The  task  at  hand  was  so 


HUNTING 
WARBIRDS 


Obsessive  Quest  for  the 
Aircraft  of  World  War  II 


CARL  HOFFMAN 


enormous  and  emotionally  charged 
that  the  author  himself  quickly  dis- 
carded his  journalistic  detachment 
and  threw  himself  into  the  work, 
as  did  an  entire  crew  from  the  tele- 
vision show  Nova. 

A  portion  of  Hunting  Warbirds  is 
dedicated  to  a  few  less  ambitious  sal- 
vage missions,  and  to  meeting  the 
colorful  fanatics  at  the  center  of 
the  warbird  craze.  Foremost  among 
them  is  Walter  Soplota,  an  eccentric 
collector  who  reigns  over  a  sprawling 
graveyard  of  dismembered  parts — 
fuselages,  engines,  gun  sights  and 
"wings  piled  like  cordwood" — and  a 
number  of  complete  planes,  includ- 
ing a  postwar  B-36  Peacemaker,  the 
largest  bomber  ever  made.  But  as 
interesting  as  Soplota  and  the  other 
characters  are,  the  Kee  Bird  is  the  real 
reason  to  pick  up  this  book.  Just 
don't  get  too  attached  to  her.  She's  a 
heartbreaker. — Thomas  Jackson 
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Keep  Your  Ryes  Peeled 


THE  DEVIL'S  CLOTH: 
A  History  of  Stripes  8c  Striped  Fabric, 
by  Michel  Pastoureau; 
translated  by  Jody  Gladding; 
Columbia  University  Press;  $22.95 

Stripes  have  always  been  a  bold 
fashion  statement.  During  the  Mid- 
dle Ages,  the  mere  sight  of  them 
inspired  fear  and  confusion,  which  is 
why  striped  fabric  was  reserved  for 
clowns,  bastards,  prostitutes,  jugglers, 


A    HISTORY    OF    STRIPES    4    STRIPED  FABRIC 

ike  Devil's  cloth 


MICHEL  PASTOUREAU 


cripples,  madmen,  magazine  editors 
and  other  social  pariahs.  In  the  18th 
century,  stripes  evolved  to  symbolize 
the  rebelliousness  of  the  American 
and  French  revolutions  (our  flag 
attests  to  that,  as  did  Robespierre's 
striped  frock  coat).  Yet  at  the  same 
time,  they  became  the  standard  uni- 
form of  the  incarcerated.  Sailors  wore 
them  too,  as  did  19th-century  beach- 
goers.  And  let  us  not  forget  the  men- 
acing striped  suits  of  1930s  American 
gangsters,  or  Picasso's  horizontally 
striped  shirt.  In  this  unique  little 
book,  French  historian  Michel  Past- 
oureau explains  what  all  those  stripe- 
wearers  had  in  common:  Whether  as 


outcasts,  rebels  or  reprobates,  each  of 
them  resided  on  the  edges  of  society. 
"The  stripe,"  writes  Pastoureau,  "is 
an  instrument  of  social  taxonomy." 
Remember  that  the  next  time  you're 
picking  out  a  tie.  — TJ 

WAR  LETTERS: 
Extraordinary  Correspondence  from 
American  Wars,  edited  by 
Andrew  Carroll;  Scribner;  $28 

Writer's  block  in  the  foxhole 
appears  to  be  as  scarce  as  atheism,  as 
evidenced  in  Andrew  Carroll's  new 
book  of  American  war  correspon- 
dence. Consisting  of  approximately 
140  letters,  this  collection  includes 
correspondence  spanning  American 
conflicts  from  the  Civil  War  to  the 
military  action  in  Bosnia.  Carroll's 
selections  are  broad — encompassing 
letters  of  privates  and  presidents, 
cooks  and  generals,  deserters  and 
heroes,  and  most  touching  of  all,  par- 
ents and  sweethearts  back  home.  The 
result  is  a  mosaic  of  human  reaction 
to  inhuman  circumstance.  With  the 
notable  exception  of  Gen.  George 
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Patton,  every  correspondent,  to  soml 
degree,  reveals  a  profound  sadnes 
about  the  brutal  business  of  waj 
Theodore  Roosevelt  couches  his  grie 
over  the  death  of  his  son  Quentin  i 
the  Second  Battle  of  the  Marne  in  thj 
heroic  language  of  his  time  and  term 
perament:  "He  had  his  crowded  houi 
he  died  at  the  crest  of  life,  in  the  glorj 
of  the  dawn."  Many  others  cope  witl 
a  mordant  wit,  as  does  the  youn 
Yankee  private  in  1861:  "I  had  a  dirj 
notion  about  the  'romance'  of  a  sol 
dier's  life.  I  have  bravely  got  over  i 
since."  Some  betray  anguisi 
using  the  ageless  stratagem  cj 
blaming  the  "higher-ups,"  al 
does  the  sergeant  in  Koresj 
"...those  self-centered  birdl 
brains... and  their  stupid  bluni 
ders."  But  most  approach  thi 
horror  with  heartbreakin: 
bravado.  Nine  days  before 
R.F.  Mitchell  was  killed  in  1918 
he  writes:  "These  are  stirrin 
times...  We're  licking  the  ta 
out  of  the  Germans  and  I'n 
glad  to  be  a  part  of  it." 

— Will  Cook 

NEUTRAL  BUOYANCY: 

Adventures  in  a 
Liquid  World,  by  Tim  Ecott; 
Atlantic  Monthly  Press;  $26 

The  ocean  is  at  least  a 
mysterious  as  outer  space,  an< 
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fou  can  go  anywhere  in  the  world. 

Or  come  here  and  get  away  from  it. 


l|T  T  elcome  toTrinchera,  the  Forbes  ranch  in  southern 
M  \  Colorado.  With  250  square  miles  of  mountains  and 
Hidows  to  inspire  you  to  recreate.  Or  relax  vou  to  create, 
■jier  way  your  privacy  is  assured. . .as  is  your  satisfaction. 

■  can  provide  an  inspiring  experience  for  groups  up  to 
I  Our  executive  chef  prepares  gourmet  meals.  Our 
■f  will  guide  you  in  seasonal  hunting,  fishing,  horseback 
■ng,  skeet  shooting,  game  spotting,  mountain  biking 


and  hiking  We  trust  you  will  be  able  to  find  and  enjoy  the 
three  14,000'  mountains  on  your  own. 

You  can  go  other  places  if  you  want  to  settle  for  less.  Or 
you  can  come  to  Trinchera.  Where  an  entire  world  is 
waiting  for  vou. 

For  reservations  or  further  information  please  call 
719. 379.3263 


?orbes 

&PITALIST  TOOL 


Never  settle 


Few  people  can  make 
decisions  that  are  as  good 
for  the  environment  as 
they  are  for  business. 


You  happen  to  be  one  of  them. 

You  make  the  decisions  that 
improve  your  organizations  bottom 
line.  Energy  Star"'  makes  it  easier. 
The  Energy  Star  label  on  your 
buildings  tells  the  world  that  you  are 
committed  to  superior  energy 
performance  and  fiscal  responsibility 
That  commitment  not  only  frees 
up  operating  funds  but  also  helps 
prevent  air  pollution.  And  that 
impresses  people  everywhere,  from  the 
school  board  to  the  state  capital. 
More  than  700  leaders  in  govern- 
ment and  education  already  reap  the 
benefits  of  participating  in  Energy 
Star.  You  can  too.  Call  1-888-STAR- 
YES  or  visit  energystar.gov. 

Qk 

Money  Isn't  All  You  re  Saving 

LNbRcrv  STAR  is  a  LI  5  registered  mark 


ENEROY  STAR  is  sponsored  by  the  l!  S  Environmental  Protection  Ag< 
and  the  U  S  Department  of  Energy 


arguably  not  much  better  understood. 
The  advent  of  scuba  technology  in 
the  past  half-century  has  given  us 
a  radically  different  view  of  things 
down  there,  making  at  least  part 
of  the  ocean's  depths  accessible.  In 
Neutral  Buoyancy,  journalist  and  diver 
Tim  Ecott  combines  his  own  exper- 
iences with  those  of  fellow  divers 
around  the  world  to  explore  the  allure 
of  the  ocean's  embrace  from  the  Sey- 
chelles to  Sardinia.  It  appears  that 
many  find  the  sense  of  peace  and 


equanimity  that  comes  over  then 
underwater  as  intoxicating  as  explor 
ing  the  aquatic  life  itself.  Wovej 
throughout  are  tales  of  man's  histor 
in  the  water — sponge  divers  in  an 
cient  Greece;  the  first  diving  bell 
and  barrels;  the  Royal  Navy  frogrnei 
of  World  War  II  and  the  free-drd 
ing  daredevils  of  today.  Sea  Huii 
it  isn't,  but  rather  a  contemplativi 
exploration  of  man's  relationship  tj 
an  environment  that  seems  other! 
worldly.   — Lorraine  Korma 


Oijote-Enri-Ouote 


"Life  in  the  streets  was  a 
tremendous  obstacle  course  for  an 
undersized  kid  like  me.  The  toughest 
obstacles  were  kids  of  other  nation- 
alities. The  upper  East  Side  was  sub- 
divided into  Jewish  blocks  (the 
smallest  one),  Irish  blocks,  German 
blocks,  with  a  couple  of  independent 
Italian  states  thrown  in  for  good 
measure.  That  is,  the  cross  streets 
were  subdivided.  The  north-and- 
south  avenues — First,  Second,  Third 
and  Lexington — belonged  more  to 
the  city  than  the  neighborhood.  They 
were  the  neutral  zones,  i — i-tofe!  MgT 
But  there  was  open  sea- 
son on  strangers  in  the 
cross  streets. 

If  you  were  caught 
trying  to  sneak  through 
a  foreign  block,  the  first 
thing  the  Irishers  or 
Germans  would  ask 
was,  'Hey,  kid!  What 
Streeter?'  I  learned  it 
saved  time  and  trouble 
to  tell  the  truth.  I  was  a 
93rd  Streeter,  I  would 
confess. 

'Yeah?  What  block 
93rd  Streeter?' 

'Ninety-third  bet- 
ween Third  and  Lex.' 
That  pinned  me  down. 
I  was  a  Jew. 

The  worst  thing  you 
could  do  was  run  from 
Other  Strecters.  But  if 


you  didn't  have  anything  to  fork  ovei 
for  ransom  you  were  just  as  dead, 
learned  never  to  leave  my  block  withi 
out  some  kind  of  boodle  in  mi 
pocket — a  dead  tennis  ball,  an  empt! 
thread  spool,  a  penny,  anything.  I 
didn't  cost  much  to  buy  your  freei 
dom;  the  gesture  was  the  importan1 
thing."  • 

—  FROM :  HARPO  SPEAKS 
ABOUT  NEW  YORK 
by  Harpo  Mao 
with  Rowland  Barber;  reissued  by  Thl 
Little  Bookroom;  $16 


Catalog  Connection 


1.  Blackstone  Audiobooks 

Thousands  of  unabridged  recordings.  Nearly  200 
new  releases  yearly  on  tape,  CD,  now  MP3CD 
where  entire  audiobooks  fit  on  one  CD.  Additional 
10%  off  Internet  sales: 
Visit  www.blackstoneaudio.com 

2.  Chadsworth's  1.800, COLUMNS 

Architectural  columns,  pillars,  pilasters  and  posts. 
Available  in  wood,  polystone™,  and  fiberglass. 
Please  call  sales  office  at 
1-800-486-2118.  Visit  www.columns.com 

3.  Hampton  Conservatories 

Designs  and  imports  English  conservatories 
designed  to  look  as  though  part  of  the  original 
home.  True  architectural  frames,  not  modular  sec- 
tions create  high  quality  and  enduring  value. 
Please  send  $10  for  color  brochure. 
1-877-884-8500 

4.  School-Tech  Inc. 

6,000  Educational  Products  on  our  Web  Site.  Over 
2,500  unique  science  items,  1,000's  of  videos, 
5,000  sports  products.  Wholesale  prices.  Fast 
delivery  from  stock.  Visit  www.school-tech.com 

5.  Sports  Tutor  Tennis  Machines 

Tennis  Tutor  portable  ball  machine  and  Shotmaker 
Professional  machine.  1-800-448-8867. 
Visit  www.sportstutor.com 

6.  The  Bright  Spot,  Inc. 

Free  catalog  and  excellent  website  of  the  finest  in 
Arts  &  Crafts,  Mission,  Prairie,  Tiffany  and  Mica 
style  lamps,  fixtures,  tables  and  copper  fountains. 
1-800-736-0126.  Visit  www.thebrightspot.com 

7.  The  Teaching  Company 

We  offer  college-level,  non-cerdit  lectures  in  phi- 
losophy, music,  history,  literature,  science,  busi- 
ness, religion  and  more.  Most  lectures  are  avail- 
able in  audio  and  video  formats. 1-800-TEACH12. 
Visit  www.teach12.com 

8.  Walpole  Woodworkers 

Form  the  manufacturer  known  for  quality,  hand 
crafted  fence  since   1933.  Complimentary 
brochure  features  arbors,  small  buildings,  outdoor 
furniture,  lantern  posts,  mail  posts  and  more. 
1-800-343-6948. 

Visit  www.walpolewoodworkers.com 


13.  Hotel  Miramar  Hong  Kong 

Conveniently  located  in  the  city  with  advanced  TV 
Internet  and  Broadband  in-room  facilities,  Hotel 
Miramar  offers  525  guestrooms  and  suites,  meet- 
ing venue  upto  1,000  guests  with  latest 
Broadband  conference  facilities. 
Visit  www.miramarhk.com 


14.  Palmilla  Resort 

Escape  to  world-renowned  Palmilla  -  A  lush,  trop- 
ical oasis  at  the  southern  tip  of  Baja  where  the 
desert  meets  the  shimmering  blue  sea. 
1-800-637-2226.  Visit  www.palmillaresort.com 


Jack  Daniels 


Jack  Daniels  Visit  www.jdsinglebarrel.com 


Jewelry/Watches 


15.  Buccellati  Watch 

Gianmaria  Buccellati,  patriarch  of  the  Milanese 
House,  presents  his  new  collection  of  jewelry 
watches,  all  in  18K  gold  and  handcrafted  in 
Switzerland. 

1-800-223-7885.  Visit  www.buccellati.com 

16.  Chopard 

For  141  years,  Chopard  has  created  exceptional 
timepieces  and  haute  jewelry  in  the  world's  most 
precious-materials.  Enter  the  "World  of  Chopard" 
at  1-800-CHOPARD  or  visit  www.chopard.com  or 

17.  Omega 

For  over  1 50  years  Omega  has  built  an  unmatched 
reputation  for  precision  and  leading  edge  technol- 
ogy. Omega  continues  to  record  significant 
mements  in  time  on  the  wrists  of  some  of  the 
world's  most  outstanding  personalities. 

18.  Piaget 

Piaget,  the  renowned  Swiss  watch  and  jewelry 
manufacturer,  opens  its  second  U.S.  boutique  in 
The  Bal  Harbour  Shops,  Florida,  joining  New 
York's  prestigious  Fifth  Avenue  location.  For  infor- 
mation, 212-246-5555  or  305-861-6666. 

19.  Dado  Switzerland 

Rado  is  one  of  the  most  prominent  Swiss  watch 
manufacturers  and  the  leading  producer  of  uitra- 
durable,  scratchproof  design  watches. 
1  -800-283-RADO. Visit  www.rado.com 


9.  Silversea  Cruises 

Consistently  rated  World's  Best,  Silversea  Cruises 
features  all  ocean-view  suite  accommodations, 
most  with  veranda,  and  all-inclusive  value.  For  a 
free  brochure  call  1-800-722-9955. 
Visit  www.silversea.com 


20.  Godiva  Chocolatier 

To  order  a  gift  or  locate  a  Godiva  boutique  near 
you,  call  us  at  1-800-9-GODIVA  or  visit  us  at 
www.godiva.com  or  AOL  (Key  word:  GODIVA) 


Sports/Exercise 


Destination  Hong  Kong 


10.  Great  Eagle  Hotel 

The  Great  Eagle  Hotel  is  Hong  Kong's  finest  inde- 
pendent five-star  hotel.  All  guest  rooms  are 
designed  with  refreshing  contemporary  furnish- 
ings and  equipped  with  luxurious  amenities. 
Visit  www.gehotel.com 


21.  Beretta  U.S.A.  Corp. 

Beretta,  the  world's  oldest  firearms  manufacturer, 
offers  over-and-under  and  semiautomatic  shot- 
guns for  hunting  and  target  shooting,  pistols, 
knives,  hunting  and  shooting  accessories,  and 
clothing.  Visit  www.beretta.com 


Wine 


11.  Harbour  Plaza  Hong  Kong 

Committed  to  providing  a  distinctive  blend  of 
comfortable  elegance  and  understated  luxury,  the 
hotel  is  located  along  the  Kowloon  waterfront  with 
spectacular  views  of  the  harbour. 
Visit  www.harbour-plaza.com/hphk 

12.  Hong  Kong  Tourism  Board 

Visit  www.DiscoverHongKong.com 


22.  St.  Francis  Vineyards  &  Winery 

St.  Francis  is  an  award  winning  producer  of  super 
premium  Sonoma  County  veriatals  wines. 
Visit  www.stfranciswine.com 
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Sacrificial  sneep  kills  captor 

A  _  T?  j_-  i  H.__i  a  i_  Li.  J  ,.iL  1  j.1  I  


An  Egyptian  tax  collector  was  flung  to  his  death  by  the  sheep 
he'd  been  fattening  up  for  sacrificial  slaughter,  Alexandria  po- 
lice said  yesterday. 

Waheeb  Hamoudah,  56,  kept  the  animal  tethered  to  the  roof 
of  his  three-story  building  for  six  weeks  and  planned  to  kill  it 
on  Eid  al-Adha,  the  Musl;-n  feast  of  sacrifice,  in  early  March. 
When  Hamoudah  went  to  give  the  sheep  more  fcxx 
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lice  said  yesterday. 

Waheeb  Hamoudah,  56,  kept  the  animal  tethered  to  the  roof 
of  his  three-story  building  for  six  weeks  and  planned  to  kill  it 
on  Eid  al-Adha,  the  Muslim  feast  of  sacrifice,  in  early  March. 

When  Hamoudah  went  to  give  the  sheep  more  food,  the  cud- 
chewing  beast  got  its  revenge  by  butting  his  captor  off  the  roof. 
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